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CHAPTER ONE: INTRODUCTION 

The p o s t u r e  of  t h e  S t a t e  of  C a l i f o r n i a  towards hydro the rma l  

geo the rma l  c o m m e r c i a l i z a t i o n  c o n t i n u e s  -1-0 be a b l a t a n t l y  s c h i -  

z o i d  one. While t h e  Energy Commission':; Geothermal  Off ice /Devel -  

opment D i v i s i o n  c o n t i n u e s  t o  p r e s s  f o r  more d i r e c t  s t a t e  s u p p o r t  

f o r  c o m m e r c i a l i z a t i o n  p r o j e c t s  and t h e  Department  of  Water Resources  

( D .  W. R. ) Energy D i v i s i o n  p r e s s e s  forward  w i t h  t h e  development  o f  

a number o f  i t s  own geo the rma l  o p p o r t u n i t i e s ,  t h e  c a b i n e t - l e v e l  

Resources  S e c r e t a r y  pushes  h i s  non-ener!jy , "renewable  r e s o u r c e s "  

p r o p o s a l s  and b i l l s -  t h a t  would have  somewhat e a s e d  C a l i f o r n i a ' s  

t i g h t  a i r  q u a l i t y  r e s t r i c t i o n s  and rep l i iced  them w i t h  e x i s t i n g  

Federal s t a n d a r d s  are k i l l e d  i n  t h e  Asst?mbly. 

I/ 

I n  t h e  m i d s t  o f  a l l  t h i s  p o l i c y  dichotomy,  t h e  g r im r e a l i t y  

o f  C a l i f o r n i a ' s  d e c l i n i n g  g e n e r a t i n g  c a j ) a c i t y  i s  b r o u g h t  home by 

t h e  c a n c e l l a t i o n  of two l a r g e ,  c o a l - f i r e d  p l a n t s  p r o p o s a l s .  Both 

D.W. R. and Sou the rn  C a l i f o r n i a  Edison  (!;CE) have  r e c e n t l y  announced 

t h e  denouement of t h e i r  l a r g e  ( 1 0 0 0  megawatt-range) c o a l - f i r e d  

f a c i l i t i e s ,  each  s l a t ed  f o r  t h e  R i v e r s i d e  County- Imper ia l  County 

area of t h e  s t a t e ' s  s o u t h e a s t e r n  d e s e r t .  Edison  a l s o  s c r a t c h e d  

i t s  proposed  combined-cycle f a c i l i t y  s l a t e d  f o r  a San Berna rd ino  

s i t u s .  Coming on t h e  h e e l s  o f  P a c i f i c  G a s  and E l e c t r i c ' s  " d e f e r r a l "  

of  i t s  twin  c o a l - f i r e d  u n i t s  ( F o s s i l  1 and 2 )  p l anned  f o r  t h e  

San F r a n c i s c o  Bay area, t h e s e  a c t i o n s  mean t h a t  Governor Brown's 

much-ballyhoed ' ' coa l  f o r  n u c l e a r "  p o l i c y  s w i t c h  o f  s e v e r a l  y e a r s  
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ago i s ,  r e a l i s t i c a l l y ,  dead. A s  p r e d i c t e d  by many o b s e r v e r s ,  

i n c l u d i n g  t h e  a u t h o r ,  t h a t  p o l i c y  s t a n c f ?  w a s  n e v e r  based  on 

r e a l - w o r l d  c o n s i d e r a t i o n s  ( i n  view o f  t l i e n - e x i s t i n g  Federal  and 

C a l i f o r n i a  a i r  q u a l i t y  r e g u l a t i o n )  and was a l s o  p o s s i b l y  

i n s i n c e r e ,  a just-for- the-moment  answer t o  c r i t i cs  who c i ted  t h e  

need f o r  t h e  Brown-blocked S u n d e s e r t  Nuc lea r  P l a n t .  A t  any r a t e ,  

t h e  l o n e  remain ing  c o a l  p l a n t s  on t h e  C a l i f o r n i a  c a p a c i t y  

h o r i z o n  are  p r e d i c t a b l y ,  i n  Nevada (Allen-Warner) and Utah ( I n t e r -  

mountain Power P r o j e c t ) ,  and even t h e s e  may run  a f o u l  o f  B . L . M . ,  

U.S. F i s h  & W i l d l i f e  and E.P.A. l i m i t a t i o n s .  

With t h e  Brown A d m i n i s t r a t i o n ' s  de t e rmined  b lockage  of 

S u n d e s e r t  and i n  t h e  face of Kern County v o t e r s  hav ing  rejected 

t h e  C i t y  of Los Angeles D.W.P.'s Wasco n u c l e a r  p r o j e c t  by 

re ferendum,  t h e  sole  remain ing  n u c l e a r  c:apacity t o  come on l i n e  

i n  t h e  s t a t e  w i l l  b e  on t h e  c o a s t  a t  Diirblo Canyon n e a r  San Lu i s  

Obispo (P.G. and  E.  - two u n i t s ,  1 9 5 0  M W e )  and San Onofre  i n  

Orange County ( S . C . E .  ( 8 0 % )  and San Diego G & E ( 2 0 % )  - two u n i t s ,  

1950  MSVe). These f o u r  l a r g e  u n i t s  are a l r e a d y  b u i l t  and a w a i t i n g  

l i c e n s i n g  by t h e  Nuc lea r  Regu la to ry  Commission (N.R .C .  ) . A s  w e  

n o t e d  i n  o u r  J u n e ,  1 9 8 0  r e p o r t  on "Transmiss ion  L i n e  Access", 

t h e i r  N.R.  C. a p p l i c a t i o n s  w i l l  p r o v i d e  an  e x c e l l e n t  o p p o r t u n i t y  

t o  s e c u r e  whee l ing  r i g h t s  from b o t h  P . G .  and E .  (D iab lo  Canyon) 

and Edison (San O n o f r e ) ,  t h e  two dominant t r a n s m i s s i o n  l i n e  owners 

i n  t h e  s t a t e .  But  t h e  o t h e r  s i d e  of t h a t  c o i n  i s  t h a t  de t e rmined  

e n v i r o n m e n t a l i s t ,  a n t i - n u c l e a r  o p p o s i t i o n  t o  b o t h  f a c i l i t i e s  may 



- 3 -  

y e t  b l o c k  t h e i r  o p e r a t i o n  a l t o g e t h e r .  

Even i f  b o t h  o f  t h e s e  a l r e a d y - c o n s t r u c t e d  n u c l e a r  s i t e s  are  

approved f o r  o p e r a t i o n  by N . R . C . ,  and assuming t h a t  C a l i f o r n i a  

u t i l i t i e s  p u r c h a s e  a l a r g e r  s h a r e  o f  Ar:i-zona P u b l i c  S e r v i c e ' s  

(A.P.S.)  P a l o  Verde Nuc lea r  P l a n t  on t h e  eas t  (or  Ar izona )  s i d e  

o f  t h e  Colorado  River, t h e  n u c l e a r  power p l a n t  a l t e r n a t i v e  i n  

C a l i f o r n i a  i s ,  f o r  t h e  long  r u n ,  as dead ,  i f  n o t  d e a d e r ,  t h a n  

t h e  c o a l - f i r e d  p l a n t  a l t e r n a t i v e .  With F e d e r a l  l a w  e f f e c t i v e l y  

p r e c l u d i n g  any new o i l  o r  gas-based  g e n e r a t i n g  capac i ty ;  

o n l y  v i a b l e  g e n e r a t i n g  a l t e r n a t i v e  f o r  t h e  s t a t e  f o r  t h e  res t  of  

t h i s  c e n t u r y  i s  geo the rma l .  T h i s  is  a l r e a d y  r e f l e c t e d  i n  t h e  s i t -  

i n g  a p p l i c a t i o n s  b e f o r e  t h e  Energy Commi.ssion.. Wi th in  t h e  n e x t  

2/ 

3/ 
t h e  

two y e a r s ,  a wave o f  geo the rma l  p l a n t  c o n s t r u c t i o n  w i l l  f o l l o w ,  

- if a i r  q u a l i t y  and o t h e r  p e r m i t t i n g  b a r r i e r s  can b e  cleared o u t  

of  t h e  way. T h i s  t h i r d  i n  a series of  ongoing "Moni to r ing  Repor ts ' '  

on t h e  commercialization-impacting a c t i v i t i e s  of C a l i f o r n i a ' s  

a d m i n i s t r a t i v e  and l e g i s l a t i v e  b r a n c h e s  f o c u s e s  once  a g a i n  on 

t h e  p r o g r e s s ,  o r  l a c k  o f  same, b e i n g  made towards t h a t  goal .  
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FOOTNOTES 

CHAPTER ONE 

- 1/ 
A.B. 2039 ( N i e l s e n ) ,  e . g . .  See  Chap. Two, i n f r a . .  

- 2/ 
A.P.S. i s  b e i n g  f o r c e d  t o  s e l l  off p a r t  o f  P a l o  Verde by 
t h e  Ar izona  P u b l i c  U t i l i t i e s  C o m m i s s i o n .  

- 3/ 
Power  p l a n t  and I n d u s t r i a l  F u e l  U s e  A c t  of 1 9 7 8 ,  P.L.  94- 
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CHAPTER TWO: CURRENT LEGISLATIVE ACTIVITY 

( A )  FEDERAL F U N D S :  A.B.  1905 
I/ 

S i n c e  o u r  l a s t  Moni tor ing  Report; a t  l e a s t  one of  t h e  b i l l s  

w e  have been f o l l o w i n g  h a s  been passed! i n t o  l a w .  A s  w e  have  p r e -  

v i o u s l y  r e p o r t e d ,  A.B.  1905, i n t r o d u c e d  by Assemblyman Douglas 

BOSCO, d e a l t  w i t h  t h e  i n t e r n a l  s p l i t  o f  C a l i f o r n i a ' s  50% s h a r e  

of  F e d e r a l  B.L.M. geo the rma l  r evenues .  A s  w e  t h e r e f o r e  p r e d i c t e d -  

it p a s s e d  t h e  S t a t e  S e n a t e  "wi th  l i t t l e  d i f f i c u l t y " -  on May 3 0 ,  

1980; and i t  mandates a 40/30 /30  s p l i t  o f  t h e s e  geothermal -  

2/ 

3/ 

4/  

d e r i v e d  f u n d s .  

The f o r t y  p e r c e n t  goes  t o  t h e  " c o u n t i e s  o f  o r i g i n "  (Sonoma 

and Lake p r i m a r i l y ,  though I m p e r i a l  w i l l  a l s o  g e t  i t s  s h a r e )  w i t h  

t h e  second  t h i r t y  p e r c e n t  s l i ce  t o  t h e  Energy Commission t o  fund  

p l a n n i n g  and o t h e r  s t u d i e s  i n  c o u n t i e s  "where development  i s  

imminent. ' I -  

5/ 

U n f o r t u n a t e l y  however, t h e  r ema in ing  t h i r t y  p e r c e n t  w i l l  go 

i n t o  Resource S e c r e t a r y  Huey J o h n s o n ' s  "Renewable Resources  

Inves tmen t  Fund", a non-energy program d e s i g n e d  t o  s u s t a i n  t h e  

f i s h ,  w i l d l i f e ,  wa te r shed  and f o r e s t r y  r e s o u r c e s  o f  t h e  s t a t e .  

S i n c e  t h e s e  v a l u e s  do n o t  g e n e r a t e  any d i r e c t  revenue  o f  t h e i r  

own and s i n c e ,  by way of  comparison,  t h e  s t a t e ' s  own o i l  r evenues  

go t o t a l l y  i n t o  non-energy c o f f e r s  ( f o r  h i g h e r  e d u c a t i o n ) ,  t h i s  

outcome i s  n o t  all t h a t  bad. One must  t a k e  n o t e ,  however o f  how 

g r a p h i c a l l y  it p o r t r a y s  C a l i f o r n i a ' s  geo the rma l  p o l i c y  s c h i z o p h r e n i a .  
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( B )  STATE F I N A N C I A L  INCENTIVES:  S . B .  1 2 0 5  (A.B.  1 9 6 1 )  

With Assemblyman T e r r y  Goggin ' s  g e o t h e r m a l - s p e c i f i c  s t a t e  

f i n a n c e  a u t h o r i t y  b i l l  dead i n  committee e a r l y  on ,  S e n a t o r  

David R o b e r t i ' s  omnibus S ta t e  A l t e r n a t i v e  Energy F inance  A u t h o r i t y  

b i l l  became, by d e f a u l t ,  t h e  pr ime v e h i c l e  f o r  p o s s i b l e  s t a t e  

f i n a n c i a l  i n c e n t i v e s  t o  geo the rma l  development .  Before i t s  

e n a b l i n g  bond i s s u e  ( S . B .  1 2 0 6 )  c o u l d  b e  s u b m i t t e d  t o  t h e  s t a t e ' s  

v o t e r s ,  however,  Republ ican  Assemblymen Hayes and K a p i l o f f  

ru shed  t h e i r  A.C.A.  46  th rough t o  l e g i s l a t i v e  p a s s a g e  and a s p o t  

on t h e  J u n e  p r imary  b a l l o t  (as  t h e  " C a l i f o r n i a  A l t e r n a t i v e  

Energy Sources  F i n a n c i n g  A u t h o r i t y " )  The re ,  as " P r o p o s i t i o n  8", 

i t  w a s  sound ly  d e f e a t e d  by t h e  v o t e r s  on June  3, 1 9 8 0 ,  a l o n g  w i t h  

a bond i s s u e  f o r  Huey J o h n s o n ' s  "Renewable Resources  Fund" 

( P r o p o s i t i o n  1 on t h a t  b a l l o t )  and a dozen o t h e r  f u n d r a i s i n g  

e f f o r t s .  The ex t r eme ly  n e g a t i v e  p o s t u r e  of  t h e  s t a t e ' s  c i t i z e n r y  

conce rn ing  a l l  proposed  bond i s s u e s  h a s  c r e a t e d  a p e s s i m i s t i c  

a t t i t u d e  towards p o s s i b l e  p a s s a g e  of S . B .  1 2 0 6 ' s  $500 m i l l i o n  

bond i s s u e .  

Worse, ensu ing  l e g i s l a t i v e  w r a n g l i n g  h a s  backed H o b e r t i ' s  

t h r u s t  down from an a l l - a l t e r n a t i v e s  measure t o  a s t r i c t l y  s o l a r  

and ene rgy  c o n s e r v a t i o n  e n t i t y  (named "Sunnymac"). Even i f  t h e  

bond i s s u e  p a s s e s ,  t h e  money would b e  s p e n t  s o l e l y  t o  back up 

t h e s e  two t y p e s  of energy  f i n a n c i n g .  

F o r t u n a t e l y ,  t h e  Department o f  C o n s e r v a t i o n  h a s  c o n t i n u e d  

t o  p u r s u e  t h e  matter of  p o s s i b l e  s t a t e  geo the rma l  f i n a n c i a l  i n c e n -  
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t i v e s  d e s p i t e  t h e  s h o r t  h a l f - l i f e  of  l a s t  y e a r ' s  A.B.  1 9 6 1  

p r o p o s a l .  They are c u r r e n t l y  f u n d i n g  a s t u d y  of  t h e  geo the rma l  

f i n a n c i a l  i n c e n t i v e  p o s s i b i l i t i e s  by Hansen and A s s o c i a t e s  o f  

San F r a n c i s c o .  The c o n s u l t a n t  r e p o r t  i s  due i n  October  and ,  

based  upon c o n v e r s a t i o n s  between t h e  a u t h o r  and Pe ter  Hansen, 

w i l l  f o c u s  on a g e o t h e r m a l - s p e c i f i c  s t a t e  fund ing  a r m  t o  f i n a n c e  

d i r e c t  u s e  geo the rma l  p r o j e c t s  f o r  s t a t e  a g e n c i e s  and l o c a l  

government e n t i t i e s  on ly .  T h i s  would o b v i a t e  t h e  s t a t e  c o n s t i t u -  

t i o n a l l y - b a s e d  need  f o r  v o t e r  a p p r o v a l .  

Thus,  d e s p i t e  n e g a t i v e  v o t e r / l e g i s l a t i v e  a c t i o n s  on several  

o c c a s i o n s  o v e r  t h e  p a s t  y e a r ,  t h e  p o s s i b i l i t y  o f  f i n a n c i a l  

s u p p o r t  f o r  geo the rma l  from t h e  S t a t e  o f  C a l i f o r n i a  i s  s t i l l  

a l i v e .  

( C )  A I R  QUALITY BILLS: A . B .  2788/S.B. 1828/S.B. 1707/S.B. 2039 

Con t inuous ly  f r u s t r a t e d  by t h e  Lake County A i r  P o l l u t i o n  

C o n t r o l  D i s t r i c t  (Lake Co .  A.P.C.D.) on b o t h  f i e l d  and p l a n t  a i r  

q u a l i t y  p e r m i t s ,  and w i t h  t h e  C a l i f o r n i a  E n e r g y  C o m m i s s i o n  extre- 

mely r e l u c t a n t  t o  t e s t  i t s  o v e r r i d e  a u t h o r i t y  i n  such  a d e l i c a t e  

a r e a ,  t h e  geo the rma l  i n d u s t r y  succeeded  i n  g e t t i n g  b i l l s  i n t r o -  

duced i n  b o t h  l e g i s l a t i v e  houses  t o  ' ' s tudy"  t h e  s t a t e  hydrogen 

s u l f i d e  s t a n d a r d s  as t h e y  app ly  i n  t h e  s t a t e ' s  numerous K . G . R . A . s .  

Assemblyman Doug Bosco and S e n a t o r  Barry  Keene w e r e  t h e  s p o n s o r s  

o f  A.B.  2788 and S . B .  1 8 2 8 ,  r e s p e c t i v e l y .  U n f o r t u n a t e l y ,  Lake 

Coun ty ' s  v i r u l e n t  o p p o s i t i o n  l e d  t o  t h e  v o l u n t a r y ,  and t a c t i c a l ,  

"wi thd rawa l"  of  b o t h  b i l l s  by t h e i r  r e s p e c t i v e  a u t h o r s .  N e i t h e r  
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has  any p l a n s  t o  e n t e r  t h i s  t h i c k e t  a g a i n ,  e i t h e r .  
6 /  

Y e t  a n o t h e r  b i l l -  - S . B .  2 0 3 9  - which p a s s e d  t h e  S t a t e  

S e n a t e  r a the r  e a s i l y  b u t  w a s  n o t  so  s l o w l y  s t r a n g l e d  i n  an 

Assembly Committee l a s t  month, would have  accompl ished  t h e  s a m e  

r e s u l t  by s imply  s u b s t i t u t i n g  F e d e r a l  a i r  q u a l i t y  s t a n d a r d s  f o r  

C a l i f o r n i a ' s  much s t r i c t e r  l i m i t s .  S i n c e  t h e r e  i s  p r e s e n t l y  no 

F e d e r a l  ambient  s t a n d a r d  f o r  H2S n o r  any E.P.A. r u l e  a p p l i c a b l e  

t o  geo the rma l  power p l a n t s ,  t h i s  would have  e f f e c t i v e l y  "deregu-  

l a t e d "  C a l i f o r n i a ' s  geo the rma l  power p l a n t s .  But  i t  i s  c l e a r l y  

dead f o r  t h i s  s e s s i o n ,  hav ing  been  k i l l e d  i n  an  Assembly Comni t tee  

on J u n e  24 th .  
7 /  

F i n a l l y ,  a t h i r d  b i l l ,  a u t h o r e d  by S t a t e . S e n a t o r  Ralph D i l l s  

of Gardena,  would s u b j e c t  rule-making by l o c a l  a i r  p o l l u t i o n  

c o n t r o l  d i s t r i c t s  (A.P.C.D.) l i k e  Lake Coun ty ' s  t o  tests of 

n e c e s s i t y ,  c o s t - e f f e c t i v e n e s s  and technology a v a i l a b i l i t y  when 

they  r e g u l a t e  power p l a n t  e m i s s i o n s .  T h i s  measure h a s  a l s o  

p a s s e d  t h e  S t a t e  S e n a t e  b u t  i t s  f a t e  i n  t h e  Assembly Ways and 

Means Committee seems u n c e r t a i n .  I t s  p roponen t s  remain o p t i m i s t i c ,  

however,  s i n c e  i t  i s  n o t  as hard-edged o r  a r b i t r a r y  as t h e  b i l l  

mandat ing a " r e l a x a t i o n "  of  s t a t e  a i r  s t a n d a r d s  t o  t h e  lower 

F e d e r a l  l e v e l .  

( D )  TRANSMISSION LINE ACCESS: A.B. 140:3/A.B.  3057 
8/ 

A s  o u r  J u n e ,  1 9 8 0  r e p o r t  on "Transmiss ion  L ine  Access ' '  noted, 

C a l i f o r n i a  took f a i r l y  d e c i s i v e  a c t i o n  on t h e  whee l ing  q u e s t i o n  

i n  1976, a n t e d a t i n g  t h e  c o r r e s p o n d i n g  U.S. C o n g r e s s i o n a l  a c t i o n  

by two y e a r s .  Assemblymen Hayes and Lev ine ,  a Republ ican  and a 

9 /  
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Democrat, b o t h  from Los Angeles ,  have r e c e n t l y  i n t r o d u c e d  d r a f t  

b i l l s  t h a t  would b u i l d  upon t h e  f o u n d a t i o n  o f  t h e  s t a t e ' s  

" P r i v a t e  Energy P roduce r s  A c t .  
l o /  -7 

11 - 

Hayes' A.B.  1 4 0 3  would mandate a P u b l i c  U t i l i t i e s  Commis- 

s i o n  s t u d y  and " rev iew" of  a l l  c h a r g e s  p a i d  f o r  whee l ing  and 
7 7  I 
1 I/ - 

s t andby  g e n e r a t i n g ,  etc.  f a c i l i t i e s  by ' ' p r i v a t e  ene rgy  p roduce r s ' ' .  

The mandatory p o s t u r e  o f  t h e  b i l l  i s  b e l i e v e d  t o  b e  n e c e s s a r y  t o  

p rod  t h e  P .U .C .  i n t o  a c t i o n  i n  t h i s  area,  u t i l i z i n g  t h e  a u t h o r i t y  

g i v e n  t o  i t  by t h e  L e g i s l a t u r e  f o u r  y e a r s  ago. 

Assemblyman M e 1  L e v i n e ' s  A.B.  3057 would c l o s e  a n o t h e r  loop-  

h o l e  i n  t h e  1 9 7 6  A c t  by s p e c i f i c a l l y  a u t h o r i z i n g  whee l ing  o f  

e l e c t r i c i t y  -- from one " p r i v a t e  ene rgy  p r o d u c e r " ,  t o  a n o t h e r ,  r a t h e r  

t h a n  s imply  c a r r y i n g  F e d e r a l  hydro  power from, e . g . ,  a Bureau of 

Reclamat ion  o r  Army Corps of Eng inee r s  dam t o  a m u n i c i p a l  o r  i n d u s -  

t r i a l  u s e r .  The re  are s e v e r a l  lumber m i l l s  and o t h e r  s e l f - g e n e r a t -  

i n g  i n d u s t r i a l  p l a n t s  which d e s i r e  t o  s e l l  t h e i r  e x c e s s  power t o  

o t h e r  i n d u s t r i a l  o r  m u n i c i p a l  u s e r s  a t  c o m p e t i t i v e  r a t e s ,  r a t h e r  

t h a n  t o  t h e  t r a n s m i s s i o n  l i n e  owner ( u s u a l l y  P . G .  a n d  E .  o r  

Ed i son)  a t  a loss, f o r  ve ry  low r a t e s .  The b i g  u t i l i t y  t h e n  t u r n s  

a round and i t s e l f  se l l s  t h e  power,  making a middle-man's p r o f i t  

and d i s c o u r a g i n g  s e l f - g e n e r a t i o n .  S i n c e  most  geo the rma l  r e s o u r c e s  

are  remote ly  c i t e d ,  an i n d u s t r i a l  u s e r  choos ing  t o  l o c a t e  n e a r  

them as an e l e c t r i c i t y  s o u r c e  would need t o  know he  c o u l d  s e l l  off 

any e x c e s s  power a t  a p r o f i t .  P a s s a g e  of b o t h  t h e s e  b i l l s  and a 

b r i g h t e r  p i c t u r e  f o r  t h e  whee l ing  of t h a t  e x c e s s  t o  a d i s t a n t  
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u s e r  would a c t  as a major  i n c e n t i v e  t o  geo the rma l  commerc ia l iza-  

t i o n  i n  C a l i f o r n i a .  

( E )  STATE ENERGY AGENCY REORGANIZATION: S . B .  778  
1 2 /  

S i n c e  i t s  f o r m a t i o n  some s i x  y e a r s  ago, t h e  C a l i f o r n i a  

Energy Commission ( C . E . C . )  h a s  come i n  f o r  a l a r g e  s h a r e  of 

c r i t i c i sm from t h e  p r i v a t e  ene rgy  development  s e c t o r ,  t h e  l e g i s l a -  

t u r e ,  u t i l i t i e s ,  l a b o r  and b u s i n e s s .  F u n c t i o n i n g  t o t a l l y  under  

t h e  Brown Admin i s t r a t ion -  and l e d  by h i s  a p p o i n t e e s ,  t h e  C.E.C.  
13/ 

h a s  p r e d i c t a b l y  t a k e n  on t h e  pro-energy c o n s e r v a t i o n ,  e n v i r o n -  

men ta l  and s o l a r  ene rgy  ph i losophy  of  i t s  mentor .  T h i s  h a s  been 

done t o  t h e  d e t r i m e n t  of  p r e s s i n g  a v a i l a b l e  ene rgy  development  

s t r a t e g i e s ,  i n c l u d i n g  t h o s e  b e n e f i t t i n g  geo the rma l  r e s o u r c e s .  

I n  a d d i t i o n , t h e  s t r u c t u r e  of  t h e  Commission i t s e l f ,  w i t h  i t s  

focus  on t h e  a p p r o v a l  o f  power p l a n t  s i t es  and a l l  f i v e  Commis- 

s i o n e r s  i n v o l v e d  i n  t h a t  p r o c e s s  d a i l y ,  skews t h e  p h i l o s o p h i c  

emphasis  of t h e  e n t i r e  o r g a n i z a t i o n  towards  a r e g u l a t o r y ,  r a t h e r  

t h a n  a p r o m o t i o n a l ,  f r a m e  of reference.  The C.E.C.'s a d a m a n t  

o p p o s i t i o n  t o  n u c l e a r  power, e p i t o m i z e d  by t h e  S u n d e s e r t  case, 

a n d  i t s  r e f u s a l  t o  u s e  o r  even t es t  t h e  s t a t u t o r y  o v e r r i d e  

a u t h o r i t y  g i v e n  i t  i n  t h e  a i r  q u a l i t y  area have a l s o  angered  

i t s  many c r i t i cs .  

I n  l a t e  1 9 7 8 ,  t h e  L e g i s l a t u r e  conducted  a j o i n t ,  Sena te /  

Assembly " s t u d y "  o f  t h e  Commission and t h e r e i n  r e q u e s t e d  recom- 

mendat ions f o r  " improving" i t s  functioning. The e n s u i n g  r epor t -  
1 4 /  15/ 

s u g g e s t e d  s p l i n t e r i n g  t h e  e x i s t i n g  C . E . C .  s t r u c t u r e ,  p l a c i n g  t h e  
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promot iona l  a c t i v i t i e s  ( i n c l u d i n g  geoth.erma1) i n  a newly created 

"Department of Energy".  T h i s  s t a t e  mini-D.O.E. would f u n c t i o n  

as a l i n e  agency of t h e  Resources  Agenc!y, a l o n g  w i t h  C o n s e r v a t i o n ,  

F o r e s t r y ,  F i s h  & W i l d l i f e ,  Water Resources  and P a r k s .  
~ 

1 6 /  
Now a pending  bil l ,  i n t r o d u c e d  kiy Geyse r s -a rea  s t a t e  

S e n a t o r  Barry  Keene , would g i v e  f o r m a l  L e g i s l a t i v e  s a n c t i o n  t o  

such  a r e - o r d e r i n g .  The b i l l ,  as e x p e c t e d ,  h a s  p a s s e d  t h e  

S e n a t e  l a s t  y e a r  b u t  become t h e  c e n t e r  of a r e c e n t  brouhaha  i n  

t h e  Assembly Government O r g a n i z a t i o n  Ccimmittee's Energy Subcom- 

m i t t e e .  Chairman T e r r y  Goggin w a s  t h e r e f o r e ,  f o r c e d  t o  subpoena 

t h e  s t a t e s '  e l e c t r i c  u t i l i t i e s  i n  o r d e r  t o  g e t  t h e i r  t e s t imony .  

P r i v a t e l y ,  many o f  t h e s e  u t i l i t y  p e o p l e  f e l t  t h a t  t h e  more e n v i r o n -  

m e n t a l l y - o r i e n t e d  Assembly would k i l : l  t h e  b i l l  anyway. Thus 

t h e r e  w a s  n o t h i n g  t o  be g a i n e d  from - t h e i r  f u r t h e r  a n t a g o n i z i n g  

t h e  C a l i f o r n i a  Energy Commission, a t  l eas t  u n t i l  a f t e r  t h e  1982 

g u b e r n a t o r i a l  e l e c t i o n  (when, presumably ,  J e r r y  Brown w i l l  b e  

a b d i c a t i n g  t o  run  f o r  t h e  U . S .  Senate). 

T h e i r  f e a r s  were wel l - founded.  Goggins '  Subcommittee v o t e d  

t h e  Keene b i l l  down, 5-0 ,  on J u l y  9 t h .  

( F )  STATE ENERGY TAXES: A . B .  2 7 9 6  

Though t h e  s t a t e ' s  geo the rma l  d e v e l o p e r s  w e r e  n e v e r  s u c c e s s -  

f u l  i n  g e t t i n g  a p r e - p r o d u c t i o n  exemption from C a l i f o r n i a ' s  l o c a l  

"ad valorem'' p r o p e r t y  t a x  s y s t e m ,  t h e  J u n e  1978 p a s s a g e  of  P r o p o s i -  

t i o n  13  lowered t h e  t a x  l e v e l  so  d r a s t i c a l l y  ( t o  1% of assessed 

v a l u e )  t h a t  i t  ceased t o  b e  a s e r i o u s  problem. 
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Now, two y e a r s  l a t e r ,  a d r i v e  i s  a f o o t  t o  i n s t i t u t e  a 

s t a t e w i d e  s e v e r a n c e  t a x  on t h e  produced  v a l u e  o f  o i l  and g a s .  - 

17 /  
A b i l l -  i n c o r p o r a t i n g  such  a t a x  h a s  p a s s e d  t h e  Assembly and 

i s  e x p e c t e d  t o  be p a s s e d  i n t o  l a w  d u r i n g  t h e  c u r r e n t  s e s s i o n .  

Although t h e  " c e i l i n g "  t a x  r a t e  s e t  i n  t h e  l e g i s l a t i o n  i s  n o t  

imposing (3.12%), one  must keep i n  mind t h a t ,  once i n i t i a t e d ,  

such  a t a x  i s  v i r t u a l l y  i r r e s i s t a b l e  t o  a l l  p o l i t i c i a n s .  

Montana, e . g . ,  now h a s  a s e v e r a n c e  t a x  o f  o v e r  30 p e r c e n t .  T h i s  

t a x  w i l l  a l s o  p r o b a b l y  i n c l u d e  geo the rma l  i n  t h e  f u t u r e .  I n  

f a c t ,  many o i l  f i r m s ,  t i r ed  w i t h  t h e  c o n s t a n t  h a g g l i n g  o v e r  re- 

s e r v e s  v a l u a t i o n  w i t h  t h e  s t a t e ' s  county  t a x  assessors, are  

push ing  f o r  a d o p t i o n  of  t h e  s e v e r a n c e  t a x  i n  o r d e r  t o  g e t  " f a i r  

and e q u a l  t r e a t m e n t .  "-- Whether t h e  geo the rma l  i n d u s t r y  w i l l  do 
1 8 /  

l i k e w i s e  i s  n o t  clear a t  t h i s  t i m e .  C a l i f o r n i a  i s  c u r r e n t l y  t h e  

o n l y  major  o i l  and g a s  p roduc ing  s t a t e  w i t h o u t  a s e v e r a n c e  t a x  

sys tem.  I n  a d d i t i o n  t o  t h e  advan tages  of  s ta tewide  e q u i t y  and 

less w r a n g l i n g  w i t h  loca l  a s s e s s o r s ,  t h e  s e v e r a n c e  sys t em a l s o  

pos tpones  t a x a t i o n  u n t i l  p r o d u c t i o n .  Thus t h e  p u b l i c  sec tor ' s  

t a k e  o r  c a s h  f low,  i f  you w i l l ,  b e g i n s  o n l y  when t h e  p r i v a t e  

deve lope r  ' s does .  
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- 14 - 

CHAPTER THREE: CURRENT REGULATORY ACTIVITY 

Our p r e v i o u s  "Moni tor ing  Repor t s "  have  focused  on t h e  

c r u c i a l  a i r  q u a l i t y  i s s u e s  c o n f r o n t i n g  geo the rma l  commerc ia l iza-  

t i o n  a t  The Geysers .  Once a g a i n  w e  s h a l l  d e v o t e  o u r  r e g u l a t o r y  

overview p r i m a r i l y  t o  t h i s  key q u e s t i o n .  I t  i s  b e i n g  p l a y e d  o u t  

i n  two main r e g u l a t o r y  a r e n a s :  ( A )  The C a l i f o r n i a  Energy C o m m i s -  

s i o n ' s  s i t i n g  p r o c e s s  f o r  geo the rma l  power p l a n t s ;  and ( B )  The 

Lake County A i r  P o l l u t i o n  C o n t r o l  D i s t r i c t ' s  ( L . C . A . P . C . D . )  p e r -  

m i t t i n g  p r o c e s s  f o r  b o t h  t h o s e  power p l a n t s  and t h e  steam f i e l d s  

t h a t  s u p p l y  them. 

( A )  C a l i f o r n i a  Energy Commission ( C . E . C . )  : 
- I/ 

I n  o u r  A p r i l ,  1 9 8 0  "Repor t  N o .  2"  w e  n o t e d  t h a t  t h e  D . 0 . E . -  

funded  ' ' ups t ream p r o c e s s " ,  deve loped  by E .  I . C .  C o r p o r a t i o n  of  

Newton, M a s s a c h u s e t t s ,  may y e t  p r o v e  t o  be  one  of  t h e  ' ' s a v i o r s "  

f o r  a l l  proposed  Geysers -area  geo the rma l  power p l a n t s ,  p a r t i c u l a r -  

l y  t h o s e  i n  emis s ion - l aden  Lake County.  W e  t h e n  c i t e d  t h e  

D.W.R. " B o t t l e  Rock" f a c i l i t y  and P.G. and E .  U n i t  1 6  as c a s e s  

i n  po in t ,  
2/ 

A f t e r  hav ing  t o  suspend t h e i r  A.F.C. p r o c e e d i n g  b e f o r e  t h e  

Commission i n  J a n u a r y  due t o  i t s  d i f f i c u l t y  i n  s a t i s f y i n g  L.C.A.P.C.D.'s 

N e w  Source  Review (N.S.R.) ,  D.W.R.  came back i n  w i t h  t h e  u n o f f i c i a l  

a p p r o v a l  o f  t h e  Lake County A.P.C.D. two months l a t e r .  They 

ach ieved  t h i s  by a g r e e i n g  t o  u s e  t h e  E . I . C .  p r o c e s s ,  i n  a d d i t i o n  

t o  t h e  sur face  c o n d e n s e r / S t r e t f o r d  and condensa te  t r e a t m e n t  pro-  

c e d u r e s  on t h e i r  p roposed  f a c i l i t y  . 
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The r e a s o n s  fo r  D.Cil.R.'s r e g u l a t o r y  re l iance  upon t h e  up- 

s t r e a m  p r o c e s s  are c lear .  

The s t e a m  they  w i l l  u s e  i s  h e a v i l y  l a d e n  w i t h  H 2 S .  Some 

5 8 0  lbs .  p e r  hour  would be  e m i t t e d  w i t h o u t  c o n t r o l s .  By con- 

t r a s t ,  P . G .  and E.  U n i t  1 6  i s  e s t i m a t e d  t o  have  8 4 - 1 6 8  l b s .  of 

H2S t o  h a n d l e  eve ry  hour .  The tests o f  t h e  s u r f a c e  condense r  on 

r ecen t ly -comple t ed  U n i t  15  have  been d i s a p p o i n t i n g .  The Energy 

Commission h a s  s a i d  t h a t  "The p a r t i t i o n i n g  e f f i c i e n c y  so f a r  

a c h i e v e d  by U n i t  1 5 ' s  s u r f a c e  condenser  i s  a b o u t  67%. " -  Unless  

t h e  s u r f a c e  c o n d e n s e r ' s  p a r t i t i o n i n g  e f f i c i e n c y  can b e  i n c r e a s e d  

3/ 

t o  a t  l e a s t  t h e  80-85% r ange ,  t h e  S t r e t f o r d  u n i t  and condensa te  

p r o c e s s e s  w i l l  n e v e r  g e t  t o  work on much of  t h e  H 2 S .  

a d i f f e r e n t  condenser  d e s i g n  i s  b e i n g  p l anned  f o r  P . G .  and  E .  

Even though 

U n i t  1 6 ,  now n e a r i n g  t h e  end of  i t s  A.F.C.  p h a s e ,  and w i l l  be 

f i e l d - t e s t e d  soon on U n i t s  1 3  and  14, t h e  ups t ream p r o c e s s  c a n  
- 4/ 

b o a s t  o f  a 9 0 %  aba tement  r a t e ,  a c h i e v e d  i n  l a s t  y e a r ' s  f i e l d  

tests, B e t t e r  s t i l l ,  i t  k i l l s  two r e g u l a t o r y  b i r d s  a t  once .  

By i t s  p r e - t u r b i n e  p lacement  i t  can a l s o  h a n d l e  s o - c a l l e d  "steam 

5 /  

s t a c k i n g "  e p i s o d e s  from t h e  geo the rma l  f i e l d  as  w e l l .  T h i s  non- 

p l a n t  s o u r c e  of H2S e m i s s i o n s  h a s  been an u n d e r s t a n d a b l e  t a r g e t  

f o r  b o t h  t h e  N o .  Sonoma and Lake County A . P . C ' . D . s  i n  recent y e a r s .  

And i n  D.W.R.'s case, McCulloch w a s  e n c o u n t e r i n g  d i f f i c u l t y  due 

t o  i t s  h i g h l y  H 2 S  f i e l d .  

The C . E . C .  and i t s  s t a f f  have  a l s o  s t a t e d  t h a t  t h e  E . I . C .  

p r o c e s s  has  p o s s i b l e  advantages  i n  terms of  r e d u c i n g  t h e  need  t o  
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t r a n s p o r t  t h e  l a r g e  amounts "hazardous  chemica ls  used  i n  second-  

a r y  H 2 S  aba tement .  ' I -  I t  a l s o  p roduces  more s o l i d  wastes t h a n  

t h e  o t h e r  p r o c e s s e s ,  b u t  ' ' t h e s e  wastes may be less t o x i c  . . . 

6 /  

may b e  more v a l u a b l e ,  . . . more e n v i r o n m e n t a l l y  ben ign  . . . . 
. . . 
a c c o r d i n g  t o  t h e  C .E .C . .  I n  t h e  U n i t  1 6  E . I . R .  i n  f a c t ,  t h e  

[and] c o u l d  also be r e i n j e c t e d  i n t o  t h e  steam r e s e r v o i r " ,  
- 7/ 

C.E.C.  f l a t l y  s t a t e s  t h a t :  "Except  f o r  t h e  ups t ream Absorp t ion  

Sc rubbe r  ( E .  I .  C. ) Sys t e m ,  o t h e r  s y s  t e m s  have  proved  i n e f f e c t i v e ,  

have  been d i s p l a c e d  by t h e  S t r e t f o r d  and s u r f a c e  condenser /  

p a r t i t i o n i n g  p r o c e s s ,  o r  a r e  n o t  s u f f i c i e n t l y  deve loped  t o  b e  

c o n s i d e r e d  f e a s i b l e  a l t e r n a t i v e s . " -  
8/ 

I t  i s  a l s o  e v i d e n t  t h a t  t h e  C a l i f o r n i a  Energy Commission is 

go ing  t o  a c q u i e s c e  i n  t h e  local  exercise of  a i r  q u a l i t y  r e g u l a t o r y  

a u t h o r i t y  w i t h o u t  a t t e m p t i n g  t o  u t i l i z e  i t s  o v q r r i d e  a u t h o r i t y .  

The b a l l  i s  t h e r e f o r e  s q u a r e l y  i n  Lake County A.P.C.D.'s and t h e  

u t i l i t i e s '  (N.C.P.A., P.G. and E . ,  e t c . )  c o u r t .  The C . E . C . ' s  

" D r a f t  E . I . R . "  on U n i t  1 6  makes i t  c l e a r  t h a t  t h e  u t i l i t y ' s + p r e -  

s e n t  U n i t  1 6  A.F.C. p o s t u r e  - r e l i a n c e  upon t h e  s u r f a c e  condenser /  

S t r e t f o r d  p r o c e s s  w i t h  p o s s i b l e  condensa te  t r e a t m e n t  - w i l l  o n l y  
* 

f l y  w i t h  t h e  Commission i f  t h e  L .C .A.P .C .D.  also buys it. A s  

t h e  D r a f t  E . I . R .  s t a tes :  "Compliance w i t h  L.C.A.P.C.D. a i r  q u a l i t y  

r u l e s  would r e n d e r  t h e  impac t s  i n s i g n i f i c a n t ,  b u t  whe the r  t h e  

p r o j e c t  w i l l  do t h i s  i s  unreso lved ." -  
l o /  
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( B )  Lake County A i r  P o l l u t i o n  C o n t r o l  D i s t r i c t  (L.C.A.P.C.D.) : 

For  i t s  p a r t ,  t h e  Lake County A.P.C.D. and i t s  c h i e f  A i r  

P o l l u t i o n  C o n t r o l  O f f i c e r ,  Bob Reynolds ,  s e e m  c h e e r e d  by D . W . R . ' s  

a t t i t u d e ,  and i t s  s w i t c h  t o  t h e  ups t ream p r o c e s s ,  as w e l l  as by 

t h e  commitment of  t h e  f i e l d  o p e r a t o r  - McCulloch Geothermal  - 

t o  u s e  t h e  s a m e  sys tem on i t s  w e l l s .  I n  a March 2 6 ,  1980 l e t t e r  

t o  t h e  "Lake County Record B e e " ,  h e  s t a t e d  t h a t  h e  "had  f e l t  

p r o f e s s i o n a l l y  o b l i g a t e d  t o  change my p o s i t i o n  as t h i s  p r o c e s s  

h a s  matured.  'I-- Although D.W.R. ' s  a d d i t i o n  o f  t h e  ups t ream p r o c e s s  

w i l l  a l l o w  it  g a i n  L . C . A . P . C . D . ,  and t h e r e f o r e  C . E . C . ,  a p p r o v a l ,  

t h e  cos t  inc remen t  i t  i n c u r s  w i l l  a p p a r e n t l y  b e  a l a r g e  one.  

11/ 

According t o  D.W.R. Energy D i v i s i o n  Ch ie f .  Ed T e r h a a r ,  t h e  

55 M W e  p l a n t  w i l l  now c o s t  $45.98 m i l l i o n ,  a s  opposed t o  rough ly  

$27.2 m i l l i o n  w i t h o u t  t h e  v a r i o u s  H 2 S  aba tement  sys t ems .  

sys tems a l o n e  w i l l  now c o s t  some $ 2 3 . 5  million. P . G .  and E.'s 

These 
12/  

r e t i c e n c e  t o  a d o p t  t h e  ups t ream sys t em f o r  U n i t  1 6  is  now more 

u n d e r s t a n d a b l e .  Once D . W . R . ' s  p l a n t  u s e s  t h e  sys t em,  however,  

c o s t s  of l a t e r  u n i t s  may w e l l  d e c l i n e .  

L.C.A.P.C.D., moreover ,  i s  n o t  mandat ing u s e  of t h e  ups t r eam 

p r o c e s s ,  o r  any o t h e r .  D.W.R. ,  i t  m u s t  b e  remembered, had re la-  

t i v e l y  " d i r t y "  steam - rough ly  580 lbs .  of H 2 S  hour  would have  

been e m i t t e d  if unabated .  Thus f o r  them t o  g e t  down t o  t h e  5 l b . /  

h r .  r e q u i r e d  under  N e w  Source  Review f o r  an a r e a  a l r e a d y  i n  v i o l a -  

t i o n  of  t h e  s t a t e ' s  H2S s t a n d a r d  demanded Herculean  f e a t s .  

steam i s  r e p o r t e d l y  much " c l e a n e r " .  A s  w e  have n o t e d ,  t h e  D r a f t  

U n i t  1 6 ' s  
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I 13/ 
E . I . R .  p u t s  i t  i n  t h e  r ange  of  84-168 l b s . / h r . .  Thus t h e  

s u r f a c e  c o n d e n s e r / S t r e t f o r d  p r o c e s s  may be a b l e  t o  do t h e  j o b  

by i t s e l f .  The key f o r  P.G. and E .  i s  t h e  r e s u l t s  of ongoing 

tests ,on t h e  s t e a m  f i e l d  i t s e l f .  

U n f o r t u n a t e l y ,  as w e  have  n o t e d  i n  e a r l i e r  r e p o r t s ,  t h e  

rea l  shame i s  t h a t  t h e  unabated  e m i s s i o n s  from t h e  e x i s t i n g  

p l a n t s  i n  Sonoma County are  c r e a t i n g  a "background" o f  H2S v io l a -  

t i o n s  t h a t  t h e  new, Lake County p l a n t s  must d e a l  w i t h  i n  t h e i r  

L.C.A.P .C.D.  and C . E .  C. a p p r o v a l  p r o c e s s e s .  And some of  t h o s e  

e x i s t i n g  u n i t s  ( 7 ,  8 and 9 ,  e . g . )  may n o t  b e  r e t r o f i t t e d  u n t i l  

1985. P.G. and E.  , D.W.R. and N.C.P.A. would a l l  have  a much 

easier  r e g u l a t o r y  r o a d  t o  hoe i f  more p r e s s u r e . w e r e  p u t  on P . G .  

and E.  t o  clamp down on t h e s e  e x i s t i n g  e m i s s i o n s .  I n  t h a t  c a s e ,  

t h e  a i r  i n  Lake County would be improved and t h e  H 2 S  emis s ion  

l i m i t s  s e t  under  N e w  Source  Review would n o t  have  t o  be as 

s t r i n g e n t  a s  t h e  5-7 l b s .  p e r  h o u r  t h a t  D.W.R. and P . G .  and E .  

now have t o  m e e t .  The might  approach  t h e  2 6 . 4  l b s .  p e r  h o u r  

( 1 0 0  grams p e r  g r o s s  megawatt h o u r  f o r  a 1 1 0  M W e  p l a n t )  t h a t  was 

e s t a b l i s h e d  by L.C.A.P.C.D. and N o .  Sonoma A.P.C.D. under  t h e  

"Model Rule  For  H2S E m i s s i o n s "  adop ted  by t h e  S t a t e  A i r  Resources  

Board n e a r l y  two y e a r s  ago. T h i s  would b e  ' ' doable"  a t  a f a r  

smaller  c o s t .  But u n t i l  t h o s e  r e t r o f i t s  are fo r thcoming ,  com- 

m e r c i a l  expans ion  of The Geysers  f i e l d  i n t o  Lake County w i l l  b e  

a s low and much more p a i n f u l  p r o c e s s  f o r  a l l  i n v o l v e d .  
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FOOTNOTES 

CHAPTER THREE 

C u r r e n t  C a l i f o r n i a  L e g i s l a t i v e  A n d  R e g u l a t o r y  A c t i v i t y  
Impac t ing  Geothermal  Hydrothermal  C o m m e r c i a l i z a t i o n :  
Moni tor ing  R e p o r t  N o .  2 . ,  J.M. E n e r g y  C o n s u l t a n t s  R p t .  NO.  
1 0 2 0  ( A p r i l  2 0 ,  1 9 8 0 ) ,  a t  p. 8.  

i b i d . ,  a t  pp. 7 -8 .  

D r a f t  E . I . R . ,  P . G .  and E .  U n i t  1 6 , '  e t .  a l . ,  C . E . C .  C . P . U . C .  
(May 1 9 8 0 1 ,  a t  p.  1 - 7 9 .  He re ina f t e r  c i ted  as U n i t  1 6  E . I . R . .  

i b i d . ,  

i b i d . ,  

i d . .  

i d . .  

id.. 

i b i d . ,  
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Quoted 

- 13/ 
i b i d . ,  

a t  p .  1 - 8 0 .  

a t  p .  1 - 1 6 8 .  

a t  p. 1 - 8 0 .  

a t  p. 1-152. 

a t  p. 1-85. 

i n  G e o t h e r m a l  R e p o r t ,  Vol. I X ,  N o .  8 ( A p r i l  15 ,  1 9 8 0 ) ,  
1. 

a t  p .  2 .  
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D r a f t  E . I . R .  a t  p. 1 - 7 9 .  
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