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that too often has bogged us down at
the Federal level. We only ask in re-
turn that our local schools and school
districts give us additional progress for
the flexibility that we provide.

We invest in professional develop-
ment. Every study I have ever seen—I
know the Presiding Officer has labored
in these vineyards as a Governor, as
did I—every study I have ever seen in-
dicates the two most important vari-
ables in determining a child’s academic
success is, first, whether a parent is in-
volved or engaged in that child’s edu-
cational activities, making it a pri-
ority at the home; and, secondly,
whether there is a well-prepared and
highly motivated classroom profes-
sional teacher in that classroom, help-
ing to provide the individual instruc-
tion every one of our children needs
and every one of our children deserves.

These are the principles that lie at
the heart of our bill: increased ac-
countability for everyone; more com-
petition in parental choice within the
context of public education; more flexi-
bility for our States and local school
districts; and investing in professional
development, to ensure that every
classroom has a motivated, highly
trained teacher that every child de-
serves.

But now, my friends, we come to the
critical moment. Now we face the acid
test which will determine whether our
actions will truly live up to our words.
We are all for reform. We are all for ac-
countability. But will we do what it
takes in a practical sense to make re-
form and accountability work? I be-
lieve we must. We are all for holding
everyone else responsible—the class-
room teachers, school principals, dis-
trict superintendents, Governors; ev-
eryone else in this process—but will we
hold ourselves, this institution, ac-
countable? Will we hold this President
and this administration accountable to
doing what it takes to give meaning to
the words that we speak? I believe we
must.

Last week I visited schools across my
State, in Evansville, in South Bend, in
Fort Wayne, in Indianapolis, in Floyd
County. I saw the difference the Title I
dollars are making in the lives of our
children and in the quality of instruc-
tion taking place in our classrooms. It
was a wonderful thing to behold. I com-
pliment those teachers and principals
and school superintendents who are
using those dollars to give those chil-
dren hope and educational opportunity.

But as I visited those schools and saw
what was working and making a dif-
ference, I was also saddened to remem-
ber that 6.8 million children—6.8 mil-
lion of our young people—who are
qualified to receive that assistance are
instead receiving none. What about
them? Will they be left behind? If we do
not rise to this challenge, I am afraid
they will.

President Bush, during the campaign
last year, pledged to leave no child be-
hind. I commend him for that pledge.
Now it is up to us and to him to redeem
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it. And so we must. We will enact a
system of standards adopted by the
States, assessments to determine how
each and every one of our children are
doing. We will insist upon results.

But what do we do with the results of
those assessments when they tell us so
many of our children need to do better?
Do we simply pat them on the head,
wish them good luck, and say: Now you
are on your own? Of course we must do
better than that.

Throwing dollars at our schools with-
out accountability is a waste; but ac-
countability without the means to
truly improve the quality of instruc-
tion our children are receiving is noth-
ing but a cruel hoax.

I call upon my colleagues in this
Chamber and our new President to join
with us, to join with us in a historic ef-
fort of improving the quality of in-
struction for our children who need it
most, to join with us in embracing re-
form, but also what it means in a tan-
gible, practical dollars-and-cents way
of making reform work.

Our actions in this great Chamber
must be more than a facade of reform.
The bill that we enact and that the
President signs must offer more than
an illusion of progress. We must not in-
dividually or collectively participate in
perpetuating a hoax upon America’s
schoolchildren. It is important for me
to acknowledge that from time to time
on this side of the aisle there has been
a diversity of thought on this subject.
But when it comes to the commitment
of resources to make the reform work,
to make progress become a reality, we
stand united and determined.

This debate is not about account-
ability versus spending. We are all for
accountability. We are all for reform.
This debate is a question of priorities
and whether we will do what the Amer-
ican people have been asking of us for
so very long now; and that is, to make
the quality of our children’s education
our No. 1 priority. I believe we must.

The President’s tax package this
next year calls for devoting $68 billion
to the cause of tax relief.

That is a cause which I embrace, as
do many of my colleagues. We believe
some tax relief for the hard-working
taxpayers of America is in order for a
variety of reasons, but it is not our
only priority.

The President’s proposal, as it cur-
rently stands, calls for investing $2.6
billion in improving the quality of edu-
cation, 25 times more for reducing
taxes than investing in the quality of
our children’s education. I support tax
cuts. I support tax relief, but it is not
25 times more important than our chil-
dren’s education. We can and should
have both. We should not be forced to
make this unnecessary choice between
two alternatives, both of which can be
accommodated if the administration
will be more forthcoming with re-
sources.

In conclusion, this debate is about
education reform, and it is about the
resources to make education reform
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work. More important than that, it is
about the credibility of this institution
and those of us who are privileged to
comprise it. Will we do more than read
the polls and put together a construct
to satisfy our constituents, to make
them believe we are doing something
about improving the quality of edu-
cation for our children, when, in fact,
we are not; or will we make the dif-
ficult decision and allocate the re-
sources that are necessary to live up to
the challenge we face, to fulfill the ex-
pectations they have a right to expect
of us? I believe we should.

I call upon the Members of the Sen-
ate and the administration and this
President to join with us to redeem the
pledge he made in the campaign, the
pledge that all of us embrace of leaving
no child behind and to devote the re-
sources to our schools to make ac-
countability, reform, and progress be
more than empty words but a reality in
the daily lives of our schools.

I am privileged to be in the Chamber
with my colleague from California with
whom I have worked on this issue and
so many others. I yield the floor.

The PRESIDING OFFICER (MR. EN-
SIGN). The Senator from California.

Mrs. FEINSTEIN. Mr. President, I
begin by thanking the junior Senator
from Indiana for those remarks. He
stands in the leadership of this body in
terms of his views on education. I, for
one, am very appreciative of them.

————
ENERGY CRISIS IN CALIFORNIA

Mrs. FEINSTEIN. Mr. President, I
will use my time in morning business
to update the Senate on the status of
the electricity crisis in California.

April is typically the best time of
year for California when it comes to
meeting its energy needs. Winter has
ended in northern California, and the
southern part of the State has not yet
begun to get hot. Thus, the demand for
energy is low throughout the State,
and California has always had more
than enough power to meet its needs.
As a result, electricity is usually very
cheap. So this is as good a time as any
to provide an update of where the State
is and to see how this year is different
from all other years. The last ten
months provide a gloomy picture of
what may well happen this summer.

The average cost of electricity for
California this month has been about
$300 a megawatt hour. This is more
than 10 times higher than the average
for last April, right before the crisis
began. The average price for electricity
in the States of Washington and Or-
egon is even higher, and the price for
electricity bought in the futures mar-
ket for this summer is now averaging
more than $750 a single megawatt hour.

The State Department of Water Re-
sources, which since January has been
purchasing all of California’s power
needs, has now spent $5.2 billion pur-
chasing power just in the first months
of this year. It is spending at a rate of
$73 million a day. This is having a seri-
ous financial impact on the State’s
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credit standing. Yesterday’s Standard
& Poor’s downgraded the State’s credit
rating two notches from AA to A-plus.

It is important to point out that the
money the State is spending to buy
electricity is gone. It does not buy a
textbook or a computer for a school. It
won’t repair a bridge or road. It will
not build a highway. It doesn’t go for
law enforcement. It is money that sim-
ply disappears. As a result, the State
could well be out of money.

At the same time, the Northwest is
experiencing what may well be its dri-
est year on record. Consequently, Cali-
fornia will not be able to rely on the
7,000 to 8,000 megawatts of power it
typically imports from the Northwest
in the summer—usually enough for 7 to
8 million homes. There will not be
enough power in the Northwest to even
meet its own energy needs this sum-
mer.

Meanwhile, natural gas prices in
most of the United States are about
three times higher than their historic
average, and in southern California
they are eight times higher. Inde-
pendent analysts, such as the Brattle
Group, have raised significant ques-
tions about malfeasance on the part of
the few companies that have an oligop-
oly on the natural gas pipelines. Mean-
while, it has been more than 5 months
since the Federal Energy Regulatory
Commission, the FERC, found that
electricity rates were ‘‘unjust and un-
reasonable”, and still they have not
acted to fulfill the mandate of the Fed-
eral Power Act which directs the FERC
to set reasonable rates when the mar-
ket is not functioning properly.

Allow me to read from the language
of the Federal Power Act.

Whenever the Commission, after a hearing
had upon its own motion or upon complaint,
shall find that any rate, charge, or classifica-
tion, demanded, observed, charged, or col-
lected by any public utility for any trans-
mission or sale subject to jurisdiction of the
Commission, or that any rule, regulation,
practice, or contract affected such rate,
charge, or classification is unjust, unreason-
able, unduly discriminatory or preferential,
the Commission shall determine the just and
reasonable rate, charge, classification, rule,
regulation, practice, or contract to be there-
after observed and in force, and shall fix the
same by order.

That is the Federal Power Act. The
Federal Power Act very clearly says:
FERC, once you find that rates are un-
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just and unreasonable, you must then
fix reasonable rates or charges.

The FERC has not done its duty.

The problems in California began in
1996, when the State became the first
to pass a comprehensive energy deregu-
lation bill. That bill was known as AB
1890. The bill passed very quickly at
the end of the legislative session. It en-
joyed nearly unanimous bipartisan sup-
port.

AB 1890 was supposed to increase sup-
plies of energy and decrease prices for
consumers, but the exact opposite hap-
pened. The bill assumed that increases
in energy supply, competition, and effi-
ciency would drive down energy prices.
This assumption turned out to be badly
flawed, and as a result the State was
burned by several provisions of the bill.

First, the bill forced the utilities to
purchase at least 95 percent of their
electricity in the day-ahead and spot
market and did not permit utilities to
hedge their bets with long-term, bilat-
eral contracts. That is a huge problem
because if 95 percent of the power is
bought on the spot market, and those
spot market prices go up, the State is
in the pickle that it is in today.

Second, the State forced its investor-
owned utilities to sell off their gener-
ating assets, allowing out-of-State en-
ergy generators to purchase the plants
and sell the electricity back to the
utilities at market rates.

Let me give you an example of that.
For Southern California Edison, when
it divested of a generating facility, at
the time Southern California Edison
was selling its power at $30 a megawatt
hour. As soon as it sold it to a gener-
ating facility, the out-of-State gener-
ating facility turned around to sell the
power back to Southern California Edi-
son at $300 a megawatt hour. That is
part of the problem.

Third, the bill immediately deregu-
lated wholesale prices, but left retail
rates regulated until March of 2002, or
until a utility has sold off all of its
generating units, creating a half-regu-
lated, half-deregulated system. So the
free market that we heard so much
about can’t function as a market
should because it is broken. The price
on the wholesale end is deregulated.
The utility cannot pass that price
through to the consumer—or has not
been able to.

Incidentally, that is going to change
because the State will pass more than
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a 30-percent rate increase that should
go into play in either May or June of
this year. So some of that will be cor-
rected.

Fourth, the State set up a power ex-
change as a product of that bill that
aimed to attract sellers by promising
the highest clearing price of energy to
all bidders. So no matter what you bid
your power in for, you are guaranteed
the highest price paid to any other bid-
der. That proved to be fatal.

Energy suppliers realized that simply
withholding power from the power ex-
change and from the California energy
market would drastically drive up the
prices. And they did.

Spot prices increased dramatically.
The costs could not be passed on to
consumers. The State’s largest inves-
tor-owned utility filed for bankruptcy,
and the State’s second largest investor-
owned utility, Southern California Edi-
son, remains on the brink of bank-
ruptcy. The result has been this crisis,
and this crisis could well become an
economic disaster not only for Cali-
fornia, but for the entire West.

Now, what has the State done? I am
the first to admit that California has
been slow to address the crisis. I think
part of this was an actual disbelief that
the situation could have gotten this
bad this fast. Let me speak about sup-
ply because there had not been much
supply—very little supply, less than
2,000 megawatts actually—added to the
State’s power supply in the last decade.
But since the first of the year, the
State has licensed and approved 14 new
gas-fired plants and 8 new peaker
plants, which will all be on line within
the next 2 years. The State expects to
add 9,810 megawatts—that is enough
power for 9.810 million households—and
have that power on line by the summer
of 2003. And the State, in total, will add
20,000 megawatts, enough to power 20
million homes, and have that on line
by the end of 2004.

I ask unanimous consent to have
printed in the RECORD a chart which
lists the plants that have been ap-
proved, plant by plant, by the State,
and the expected dates they will come
on line.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

Plant name

Capacity

Location—(Peaker?) Online by

By the end of this summer:
Alliance Century Substation

Colton (peaker) ..

Alliance Drews Substation

Colton (peaker) ..

Indigo Energy Facility*

Palm Springs (pe:

Larkspur Energy Facility*

Ramco Chula Vista

San Diego County (peal{
San Diego County (peaker)

Calpine King City

Monterey County (peaker) .

Hanford Energy Park

Kings County (peaker) ..

©ONDUTEWN

Sutter Power*

Sutter County ...

Los Med 5

10. Sunrise Cogeneration*

Contra Costa Cou

11. United Golden Gate*

Kern County .......
San Mateo

Subtotal

2,167 MW

From November 2001 to June 2003:
12. La Paloma*

1,048 MW

Kern County ....ovoeveeerreeeereisessessesssiiens Nov. 2001

June 2002

13. Moss Landing*
14. Delta Energy Center*

1,060 MW
880 MW

Monterey

Pittsburg July 2002

15. Elk Hills*

500 MW

Kern County ........coeecrvveermmnererereernnrerreennns July 2002
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Plant name Capacity Location—(Peaker?) Online by

16. High Desert* 720 MW Victorville Winter 2002
17. Western Midway-Sunset* 500 MW Kern County ... March 2003
18. Blythe Energy* 520 MW Riverside County . March 2003
19. Mountainview* 1,056 MW San Bernardino April 2003
20. Hanford* 99 MW Kings County .. April 2003
21. Otay Mesa* 510 MW San Diego County April 2003
22. Pastoria* 750 MW Kern County June 2003

Subtotal 7,643 MW

Total 9,810 MW

*Approved by the California Energy Commission.

Mrs. FEINSTEIN. Mr. President, I
tell you that because the problem is in
this initial period; the problem is going
to be for the next 2 years. After that, it
is expected that the State will have
adequate power supply to begin to cre-
ate a functioning free market.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Mrs. FEINSTEIN. I ask unanimous
consent to proceed for another 10 min-
utes.

Mr. DOMENICI. Mr. President, not
desiring to object, I just want to make
sure that I follow that time and that
there is time for me. I was scheduled at
10:15 was my understanding.

The PRESIDING OFFICER. Under
the previous order, the time from 10:15
to 11 was under the control of Senator
THOMAS.

Mr. DOMENICI. I am pleased to yield
10 minutes to the Senator from Cali-
fornia so long as 10 minutes is added to
our side.

The PRESIDING OFFICER. Without
objection, the Senator is recognized for
an additional 10 minutes.

Mrs. FEINSTEIN. I thank the Sen-
ator from New Mexico for his gen-
erosity.

Mr. President, the State is adding ad-
ditional power. The problem comes in
the next 2 years. What can be done and
what is the appropriate Federal role in
the next 2 years? I submit that the ap-
propriate Federal role is to provide a
period for liability and stability until
the State has brought on line enough
additional power to have a functioning
free market where supply and demand
functions in an appropriate manner.

The State has also planned an $850
million conservation package that will
aim to reduce energy demand across
the board by 10 percent or more. So in
the immediate future, conservation is
the best way for California to avoid
days of rolling blackouts this summer.
But, in my opinion, it is going to be
impossible to achieve enough conserva-
tion to avoid all blackouts.

Additionally, the Governor of Cali-
fornia has issued a series of executive
orders authorizing increased output at
existing facilities and ensuring that en-
vironmental regulations are not posing
any barriers to maximum energy pro-
duction.

I ask unanimous consent to have
printed in the RECORD at this time a
letter from Winston Hickox, the Sec-
retary of the California Environmental
Protection Agency, asserting that
there are no energy plants idling in the

State because of environmental rea-
sons, with the exception of those State
plants that are being retrofitted so
that they can operate cleaner, more ef-
ficiently, and more often this summer.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

STATE OF CALIFORNIA,

ENVIRONMENTAL PROTECTION AGENCY,

Sacramento, CA, March 28, 2001.
Hon. DIANNE FEINSTEIN,
U.S. Senate, Hart Senate Office Building,
Washington, DC.

DEAR SENATOR FEINSTEIN: It has been al-
leged that air quality regulations are a
major contributor to California’s current
power shortage crisis and are constraining
energy supplies. In his March 22, 2001, testi-
mony before the House Energy and Air Qual-
ity Subcommittee (enclosed), Dr. Alan
Lloyd, Chairman of the California Environ-
mental Protection Agency’s Air Resources
Board (ARB), refuted those statements. The
situation in California has not changed. No
essential power generation is off-line due to
air quality constraints.

As you know, on February 8, 2001, Gov-
ernor Gray Davis issued a series of Executive
Orders to comprehensively address power
generation. The Orders boosted generating
capacity by authorizing increased output at
existing facilities, accelerated power plant
construction, streamlined the review process
for new facilities, and provided incentives for
distributed and renewable generation.

California regulatory agencies are quickly
and successfully expediting permits for new
generating units. Since April 1999, nine
major power projects (including one expan-
sion) totaling an additional 6,300 megawatts
(MW) have been approved. Six plants are
under construction with four expected to be
on-line this year between July and Novem-
ber. Another 14 projects (new sitings and ex-
pansions) are under review for an additional
7,700 MW of capacity. All of these projects in-
clude the necessary environmental offsets
and required emission controls. The State
has also realized the need for short-term sup-
ply and is expediting permits for smaller
peaking plants. These peakers will be on-line
for the 2001 summer peak season.

With regard to existing capacity, the ARB
is continuing its coordination with the Cali-
fornia Independent System Operator (Cal-
ISO), local air districts, California Energy
Commission (CEC), and plant personnel to
identify generating units that may be con-
strained by air permit limitations and to re-
move barriers to summer time operation.
Governor Davis’ Executive Orders dealt with
this matter as well, authorizing additional
compliance mechanisms to keep both power
generation and environmental protection on
track. The U.S. Environmental Protection
Agency, Region IX, is working closely with
California regulatory agencies and has indi-
cated support for this approach.

This spring, a number of generating units
are off-line for routine maintenance. Many
of them are taking advantage of this down-

time—and available labor—to install air pol-

lution controls. Please note, these installa-

tions have been carefully coordinated with

Cal-ISO. They were only authorized upon a

finding that sufficient supplies and reli-

ability of the power grid system would be
maintained.

In summary, air quality agencies realize
the seriousness of the State’s energy situa-
tion and have been working diligently, and
effectively, to site new power plants and in-
crease existing capacity while still address-
ing air quality concerns. Existing state and
federal laws provide significant flexibility to
make these adjustments. Governor Davis’
Executive Orders provide additional means
and flexibility to keep generation on-line
and quickly permit new power plants. The
air quality regulatory system works. We be-
lieve that California can increase energy
supply while, at the same time, protecting
public health and the environment. Cali-
fornia citizens expect nothing less.

Sincerely,
WINSTON H. HICKOX,
Agency Secretary.

Enclosure.

TESTIMONY OF DR. ALAN C. LLOYD, CHAIRMAN,
CALIFORNIA AIR RESOURCES BOARD, BEFORE
THE HOUSE SUBCOMMITTEE ON ENERGY AND
AIR QUALITY, MARCH 22, 2001
Thank you, Mr. Chairman and Members of

the Subcommittee. My name is Alan Lloyd,

and I serve as Chairman of the California Air

Resources Board (ARB). I welcome the op-

portunity to provide an overview of Califor-

nia’s electricity challenge with respect to air
quality issues.

Over the past several months, Governor
Davis has embarked on a comprehensive
strategy to address the electricity situation
in California. One of the major components
of the State’s plan centers around increasing
energy supplies by expediting the construc-
tion of power plants and other sources of
generation. Specifically, we are in the midst
of an aggressive effort to bring 5,000
megawatts on line by this summer and 20,000
megawatts by 2004 in order to meet antici-
pated energy demand this summer and be-
yond.

Mr. Chairman, my main message is this:
We can accomplish this goal within the ex-
isting framework of California’s air quality
regulations. Furthermore, environmental
laws do not pose a barrier in terms of our
ability to bring new generation on line and
ensure that existing power plants can oper-
ate at maximum capacity. In short, we can
increase energy supply in an expedited man-
ner while at the same time maintaining our
commitment to the environment.

Air pollution controls have been identified
as a major contributor to California’s cur-
rent energy challenge. That perception is not
accurate. Air quality issues are a very small
part of the State’s overall power production
problem. Where air quality rules have af-
fected or might have potentially affected the
ability to create essential power, state and
local regulators have moved swiftly and suc-
cessfully to keep needed plants on line. Sim-
ply put, no essential electricity generation



April 25, 2001

has been curtailed due to air emission limi-
tations. California’s programs to protect
public health are not a major factor in the
electricity shortages experienced to date.

No single factor can explain the current
energy crisis. The matter is far too complex.
However, it can be said with certainty that
environmental laws are not to blame. Under
existing environmental programs and the
policy direction of Governor Davis, state and
local air regulators have had, have used, and
will continue to use, the considerable flexi-
bility included in California’s regulatory
programs to ensure that power generating
sources remain in operation under environ-
mentally sound conditions. While the review
process and decision making timelines have
been streamlined, substantive environmental
standards and mitigation requirements have
not been compromised.

Over the last several months, there has
been an increasing focus on environmental
laws as contributors to the energy crisis.
This concern has taken two distinct forms:

1. The charge that environmental laws
have prevented maximum utilization of ex-
isting electrical generation facilities; and

2. The allegation that environmental laws
have prevented bringing new electrical gen-
eration facilities online.

There have also been charges that the
State of California has not be responsive
enough in addressing the power issues, and
has not been willing to take the extraor-
dinary actions needed to deal with how envi-
ronmental requirements have affected elec-
tricity production.

Mr. Chairman, I submit to you that these
statements have diverted attention from the
true and complex causes of the current en-
ergy situation. As a result, they have not
contributed to productive efforts to resolve
it. I would like to briefly address each of
these issues.

Although existing laws and regulations
provide mechanisms for addressing our
power needs, they can also require substan-
tial time and process. Governor Davis,
through the exercise of his emergency pow-
ers under state law, has significantly ex-
panded state and local agencies’ ability to
apply flexibility and common sense to act
quickly to ensure that power generation will
continue.

By using his emergency powers and issuing
Executive Orders, Governor Davis has added
substantially to the state’s ability to deal
with our current energy situation. Executive
Orders D-24-01, D-26-01, and D-28-01 ensure
that where statutory and regulatory impedi-
ments exist—related to either the continued
operation of an existing plant or the con-
struction of a new clean facility—they will
be swiftly addressed and resolved. The Exec-
utive Orders also provide that these actions
will be accomplished without sacrificing
needed air quality protections.

State and local agencies now have both the
direction the authority they need to expedi-
tiously review and approve permits. Under
the Governor’s Executive Orders, they are:

Allowing the continued operation of exist-
ing facilities that might otherwise face lim-
its on hours of operation.

Expediting the review and permit approval
for new peaking facilities that have acquired
the needed control technology and mitiga-
tion, but need rapid processing to come on
line quickly.

Enabling new peaking plants to obtain
emission credits needed for permitting
through the state, rather than arranging for
them through private transactions.

Completing permit reviews and approvals
for new large facilities in as little as four
months to enable new capacity to begin con-
struction expeditiously.

The Governor’s Executive Orders maintain
all substantive environmental protections.
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For example, existing units must continue to
utilize all of the required emission control
equipment, and must provide funds to miti-
gate the impact of their increased hours of
operation. Similarly, new units must utilize
the best available control equipment and
must continue to provide emission reduction
credits to mitigate their emission increases.
Permitting will take less time, but will not
be less protective.

All central station electrical generating
facilities are permitted by local air pollution
control districts under rules incorporated in
the State Implementation Plan (SIP). These
permits reflect operator-provided informa-
tion, including factors such as intended
hours of operation and fuel type. This infor-
mation has a direct bearing on the facility’s
anticipated emissions. Based on operator-
provided data, emission limits are estab-
lished through the air permits. It is these op-
erator-defined limits that have been at issue.
In many cases, these facilities are now in a
position of having, or wanting to generate
additional electrical power in excess of the
time periods assumed in the original permit-
ting process.

Despite this unanticipated high level of op-
eration, through the joint efforts of local air
districts, the Air Resources board (ARB), and
the California Energy Conservation and De-
velopment Commission (CEC), as well as the
assistance of the U.S. Environmental Protec-
tion Agency (U.S. EPA), needed electrical
generation has not been interrupted. State
law and local regulations provide several
means to address permit limitations without
disruption of electrical generation or un-
mitigated damage to air quality.

The ARB has assisted local air districts in
addressing any potential issues arising out of
their efforts to maintain power generation.
ARB has maintained close coordination with
the U.S. EPA to ensure that state and local
response to the energy situation does not
raise concerns at the federal level. We have
approached the electricity shortage with an
environmentally sound balance of need
awareness and impact concern. U.S. EPA has
indicated its understanding of the complex-
ities California is facing and has indicated a
continued willingness to assist.

At the Governor’s direction, the ARB and
air districts have been able to balance the
State’s energy needs with the public’s right
to clean air. Existing air quality regulations
have provided the flexibility to address expe-
ditiously the unexpected power demands of
the State without material harm to air qual-
ity. These accommodations have been com-
pleted in very short time frames and have
ensured continued power generation. This
flexibility has been used numerous times
over the last six months to enable continued
power production. These have affected both
large and small plants are summarized in At-
tachment 1.

The additional grants of authority to the
Governor under the Emergency Services Act
augments existing statutes and increases the
ability of state and local agencies to work
together in significantly reduced time
frames. Whether it is providing for an exist-
ing source to operate beyond its permitted
hours of operation of streamlining certifi-
cation of new peaking sources, the Gov-
ernor’s emergency Executive Orders provide
even greater flexibility in responding to
source specific generation issues than pre-
viously existed.

All new proposed power plants must be
constructed and operated in compliance with
applicable federal, state, and local air pollu-
tion requirements. Within California, the 35
local air districts are responsible for regu-
lating emissions from stationary sources, in-
cluding power plants. At the state level,
ARB is the agency charged with coordi-
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nating efforts to attain and maintain federal
and state ambient air quality standards and
comply with the requirements of the federal
Clean Air Act. To this end, ARB coordinates
the activities of all the districts in order to
comply with the Clean Air Act.

Some have cited California’s environ-
mental laws as the reason new power genera-
tion has not been built in recent years. How-
ever, a review of CEC data demonstrates oth-
erwise. Since April 1999, CEC has approved 13
major power projects (including one expan-
sion) totaling over 8,400 MW of additional ca-
pacity. Six of these plants are under con-
struction and four of those six are expected
to be on line this year, with start dates span-
ning from July through November. Another
15 projects (new sitings and expansions) are
currently under review for an additional
6,700 MW of capacity. Lastly, there is still an
additional 7,960 MW of capacity that has
been publicly announced and for which the
CEC anticipates receiving applications this
year.

Some have also argued that costs of com-
pliance with air quality regulations are too
substantial and must be relaxed to achieve
needed power generation. This argument is
also flawed. Today, approximately 15,000 MW
of new electrical generation has either been
approved or is in the licensing process. All of
these projects have included the necessary
environmental offset packages and have in-
corporated all required emission controls.
Compliance with these requirements has
proven to be both technically and economi-
cally feasible.

To bring new, additional peaking facilities
on line, Governor Davis has created both a
streamlined review process and an ARB-oper-
ated emission offset bank. These actions will
ensure that all necessary peaking facilities
can also be sited.

The CEC’s siting process is designed to
take 12 months. However, a number of fac-
tors, other than environmental regulations,
have recently influenced individual project
timelines. Over the last two to three years,
the actions of local activists, businesses, and
others have slowed the pace of some projects.
In fact, power generators themselves have
utilized the siting process to hold up the li-
censing of a competitor.

Since 1997, competing companies have in-
tervened in 12 of the 21 projects proposed for
licensing. Their participation has slowed the
process in at least four cases.

Constraints on electrical generation capac-
ity from central station powerplants have
caused increased interest in the use of dis-
tributed generation (DG). DG is electrical
generation at or near the place of use. Gov-
ernor Davis supports legislation action that
will provide incentives for distributed gen-
eration. Last September, the Governor
signed Senate Bill 1298, which directs ARB to
establish a certification program and adopt
uniform emissions standards and general air
quality guidelines for DG technologies. By
law, this program must be in effect by Janu-
ary 1, 2003. ARB is on a fast track and ex-
pects to complete this December—over a
year ahead of schedule.

As the foregoing demonstrates, it is not
environmental regulation that has prevented
the creation of additional power generation.
Rather, many factors have contributed to
the current crisis. Among those is also the
fact that market participants can and do
manipulate the electrical power market by
withholding capacity in order to maximize
their price of electricity.

Even the Federal Energy Regulatory Com-
mission (FERC) agrees. Although it found in-
sufficient evidence of market manipulation
by any individual market participant: ‘. . .
there was clear evidence that the California
market structure and rules provide the op-
portunity for sellers to exercise market
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power when supply is tight and can result in
unjust and unreasonable rates under the
FPA . .. we reaffirm our findings that un-
just and unreasonable rates were charged
and could continue to be charged unless rem-
edies are implemented.”

The Air Resources Board is continuing its
efforts to ensure that California has the
maximum electrical power output possible,
while still protecting public health and miti-
gating any adverse effects of increased elec-
trical output. This is being done within the
confines of existing law as recently expanded
through the Governor’s Executive Orders. To
quote Governor Davis, California is dem-
onstrating that we can cut red tape, build
more power plants and continue to protect
the environment.

Our State’s history reflects a pattern of
success even in the face of unparalleled chal-
lenges. California, the most populous state
in the nation, has made incredible strides in
improving air quality and protecting public
health. At the same time, the State has en-
joyed immense population and business
growth. During this current energy situa-
tion, California will maintain its record of
achieving a balance among all the issues to
ensure that a reasonable and successful solu-
tion is achieved.

In sum, the air quality regulatory system
works. The Governor’s utilization of his
emergency powers to expedite the process of
power siting while maintaining environ-
mental standards confirms that California
can maintain its environmental and eco-
nomic objectives.

Thank you, Mr. Chairman, for the oppor-
tunity to testify this morning.

Mrs. FEINSTEIN. Mr. President, the
point I am trying to make is that there
is no environmental law that is holding
up either the approval or the func-
tioning of any generation facility in
the State of California. Also, I have
written the CEOs of all of the energy
generators that sell power to California
and I have confirmation of this. I have
not heard of one single example that
contradicts Secretary Hickox’s state-
ment. So I believe that California is
really doing all it can right now to
maximize energy supply, to reduce its
demand, but it is still not likely to be
enough for the summer.

Now, this summer we are projected
to have a shortfall on a warm day, with
all plants operating, of 2,000
megawatts. On a hot day, with some
plants down, the shortfall is estimated
to be 10,000 megawatts. That could well
be a serious disaster. Because hydro-
power in the Northwest is also low,
there will also be shortages in other
Western States as well. Our State has
already experienced several days of
rolling blackouts, and when a blackout
hits, it means traffic lights go out, ele-
vators stop, fuel pumps are down, food
begins to rot, and production stops.
The economic losses are measured in
billions, and there well could be loss of
life.

Let me put price on the table. This
chart shows that in 1999 the total cost
for energy in the State of California
was $7 billion. In the year 2000, those
costs became $32 billion. The cost pre-
dicted for energy to the State of Cali-
fornia in 2001 is $65 billion.

Look at this cost jump in 3 years.
This is the problem—this deregulated
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wholesale market has run amok, and
there are no controls. If the FERC has
found these prices to be unjust and un-
reasonable and refuses to regulate,
what happens this year with these
prices and no regulation? So the situa-
tion we are in is inordinately serious.

I want to make a couple of points
about natural gas. Natural gas stocks
are low everywhere, and the price for
natural gas for most of the country is
averaging about 3 times more than the
historic average. However, in Southern
California, the prices are 8 to 9 times
higher. CN&H Sugar, a refiner in
Crockett, CA, generally pays about
$450,000 a month for its steam gen-
erated through natural gas.

During the peaks of this past year,
$450,000 a month has risen to $2 million
a month. That plant can employ 1,000
to 1,200 people. That plant cannot con-
tinue to operate under these condi-
tions.

There is a real problem in the trans-
portation costs of natural gas because
they are not transparent and because
profits are hidden. The transportation
of natural gas, the cost of moving gas
from, let’s say, San Juan, New Mexico,
to San Diego has always been regu-
lated. When it was, that cost was about
70 cents per decatherm.

If natural gas is selling for $5 in San
Juan and it costs 70 cents to transport
it to southern California, when it gets
to southern California it should be sell-
ing for no more than $5.70.

The price of natural gas today in San
Juan, NM, is $4.80. However, the price
in southern California today is $14.71.
In northern California it is $9.59. Some-
thing is clearly wrong. This price need
be no more than $6 per decatherm, not
$14.71.

In February of 2000, the FERC de-
cided to experiment, and it removed
the cap on the transportation of nat-
ural gas for 2% years, believing the
market would actually drive down the
price. Clearly, the opposite happened.
The absence of transparency allowed
companies to withhold parts of that
natural gas transportation pipeline
just for the purpose of increasing
prices, and prices have risen.

Senator GORDON SMITH and I, along
with Senator BINGAMAN, Senator CANT-
WELL, Senator MURRAY, and Senator
LIEBERMAN, introduced legislation yes-
terday directing FERC to do its job.
The legislation says that since you,
FERC, have found the prices to be un-
just and unreasonable, you must now
do your job and you must set either
cost-based rates on a temporary basis
or a rate cap on a temporary basis for
the western grid within 60 days.

It requires that those costs must be
passed on to the consumer in a manner
that the State believes just. The cost
can be staggered over years and passed
on through real-time pricing, tiered
pricing, or by setting a baseline, but it
must be passed on, again, to create a
functioning marketplace.

The bill also requires that all future
orders to sell natural gas or electricity
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to an affected State must include a
reasonable assurance of payment.

We believe this is a bill that must be
passed by this body. The Energy Com-
mittee has had two hearings on the
subject, and I am hopeful this body will
pass this bill in a timely manner. The
inability or failure to do so I think is
going to create a human and an eco-
nomic disaster in the Western States
come summer because these costs, not
only of natural gas but electricity, in
the hot months are going to be serious
and extraordinarily high.

I thank the Chair for the opportunity
to give this status report. I end by par-
ticularly thanking Senator SMITH of
Oregon. He has worked with me in a bi-
partisan way. He has gone with me to
see members of the committees on the
House side. He has stood very solid and
steady in support of this legislation. I
am very proud to have him as a major
cosponsor. I also thank the Senators
from the great State of Washington
and the Senator from Connecticut who
also recognize what this problem is and
are determined to do something about
it.

I yield the floor.

The PRESIDING OFFICER. Under
the previous order, the time until 11:10
a.m. shall be under the control of the
Senator from Wyoming, Mr. THOMAS,
or his designee.

The Senator from New Mexico.

Mr. DOMENICI. Mr. President, as a
designee, I ask that I be permitted to
speak for up to 10 minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

————
EDUCATION

Mr. DOMENICI. Mr. President, I rise
today to speak about education. Since
we are going to seriously consider edu-
cation reform in this Chamber during
the ensuing days, I thought it might be
appropriate for me to talk about it be-
fore I, and many others, offer amend-
ments.

New Mexicans and Americans agree,
from everything I can tell, that im-
proving the educational opportunities
available to our children should be our
top priority. The issue is whether or
not we can reform the school system
such that our children will perform
better as they are educated in our pub-
lic school systems in ensuing years.

There is ample evidence that it is ab-
solutely imperative the public school
systems do better, that more and more
of our schools be held accountable, and
that an accountability requirement be
part of the reform measures the Senate
will be considering in the next few days
or weeks.

For starters, going back to the days
of our origin, I quote a very distin-
guished American who talked about in-
vesting resources. Benjamin Franklin
said:

An investment in knowledge always pays
the highest interest.

Obviously, that is a very simple way
of talking about our priorities and
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