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PREFACE

Energy use is an integral part of our daily life.
It is a foundation of our economy and it provides
many comforts and conveniences. Yet energy,
and its availability, are often taken for granted.

This Energy-Aware Planning Guide is intended to help meet the California Energy
Commission's mandate under Public Resource Code section 25616 which directs
the Commission to:

1) assistlocal agencies in the siting of energy projects which are
not otherwise subject to the Commission's power plant site
certification process,

2) encourage local agencies to expeditiously review permit
applications to site energy projects, and

3) encourage project developers to consider all cost-effective
and environmentally superior alternatives that achieve their
project objectives.

This Guide focuses on energy facilities, and is a companion to the 1993 Energy-

Aware Planning Guide on energy use. The information in this Guide is intended

to benefit local governments and their communities, as well as electric utilities or
other providers and energy project developers, with permitting energy facilities.
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CHAPTER 1.

INTRODUCTION

This Guide is intended to benefit
both local governments and
developers of energy facilities. It
provides local government decision
makers and planners with ideas
and information vital to achieving
an effective, less costly, and
expeditious energy facility permit-
ting process. The Guide addresses
health and safety, environmental,
public involvement and economic
considerations important to energy
facility planning and permitting
activities, as well as to overall
community planning activities. It
also presents ideas on how local
governments can influence other
agencies which permit energy
facilities that impact their commu-
nities.

Energy project developers will
benefit from the information pre-
sented in this Guide because it can
help them work with local govern-
ments, resulting in more certainty
and less cost in obtaining permits.

CHAPTER 1: USING THE GUIDE

Energy facilities which produce or
transmit electricity, heat, or fuel
are an integral part of our everyday
life. Several factors listed below
are now converging which may
dramatically change the nature of
energy project development in
California and the ability of local
officials to respond effectively to
proposed developments.

= Changes in federal and state
laws to deregulate the electric
utility industry and allow com-
petitive forces to determine sup-
plier, price and services are be-
ing implemented. Competition
may result in different state
regulatory oversight of power
plant and electric transmission
line selections and locations.
Deregulation could increase the
role of local government land
use planning and permitting
processes.

= While deregulation is taking
place, the demand for electricity
continues to grow. By the year
2005, the Energy Commission
estimates that approximately
6,000 megawatts of new electri-
cal capacity will be needed for
California's electrical generation
system (Electricity Report for
1994, Chapter 9). New power
plants and transmission lines will

be needed to satisfy this demand.

Local governments may be re-
quired to permit many of these
facilities, or will be requested by
the Energy Commission to
provide comments on facilities
under the Commission's jurisdic-
tion.

= Electrical generation technol-
ogy is changing and may result
in new and unfamiliar energy
facilities. These facilities will
have unique permitting issues.
Local governments may be faced
with processing permit applica-
tions for these emerging tech-
nologies.

= As population grows, there
will probably be increasing
conflicts between existing and
future land uses which can affect
the economy, environment and
quality of life for Californians.
The local government land use
planning process will be a
critical component in determin-
ing how energy can either
contribute to, or reduce, these
conflicts.

= While energy development is
changing, local governments
continue to lose funding needed
to meet the demand for project
planning and permitting.

This Guide is designed
to help local governments
make the transition to the

future under difficult
fiscal circumstances.

It can facilitate tasks
associated with the
planning and permitting
of energy facilities,
thereby reducing overall
costs.

ENERGY-AWARE PLANNING GUIDE: ENERGY FACILITIES 1.1




If your jurisdiction will be:

= Permitting power plants or
other energy facilities

= Working with utilities and
agencies responsible for new
and/or upgraded transmission
lines

= Integrating energy generation
with industrial or commercial
development

= Looking for ways to increase
the economic prosperity of your
region

= Working to reduce the air
pollution often associated with
energy production and gen-
eration

- you will have energy facility
permitting issues.

For the purpose of this Guide,
“energy facilities” refers to projects
used primarily for the production,
generation, transmission, distribu-
tion, and storage of fuel, electricity,
or heat. These five categories of
energy facilities are defined on the
following page (Five Energy Facil-
ity Categories chart) and in Ap-
pendix B. This Guide focuses pri-
marily on, but is not limited to,
power plants and electric trans-
mission lines.

THIS GUIDE CAN BE USED TO:

¥ Process energy facility permit
applications and renew permits
(and influence other agencies’
permitting processes when local
agencies do not have jurisdiction).

See:

= Chapter 4 for general permit-
ting assistance

CHAPTER 1: USING THE GUIDE

= Chapter 5 for actions local
governments can take to address
specific energy facility permitting
issues

= Appendix B for brief technol-
ogy/facility descriptions and the
permitting issues most common-
ly associated with each type of
energy facility

¥ Prepare for future energy
development by providing ideas for
general plans and program devel-
opment and encouraging coordina-
tion among all stakeholders.

See:
= Chapter 2 for energy facility
trend information, and opportu-
nities and challenges for local
governments

= Chapter 3 for energy facility
planning information which will
facilitate the permitting process
and relationship-building among
stakeholders, and better commu-
nication and resolution of issues
with developers.

= Chapter 5 for general plan and
implementation ideas useful for
siting energy facilities

START WITH ENERGY EFFICIENCY

Local planning roles and processes are particularly applicable to the
reduction of local energy consumption. Such planning can in turn
influence what power plants, transmission lines and natural gas
pipelines are needed by a community. The types and quantities of
energy needed by communities are heavily influenced by plans for
land use, transportation and infrastructure. Energy facility permit-
ting, and its associated costs, staff time, and environmental impacts
can be reduced, delayed or avoided. If communities conserve
energy they can also keep money in the local economy. This
information is addressed in the original, or first volume of the
Energy-Aware Planning Guide.

Specifically, the first volume of the Energy-Aware Planning Guide
addresses energy use associated with land use, transportation,
buildings, water and waste management. It identifies significant
local energy-use issues, and over forty strategies for reducing energy
use for economic and environmental benefits. Examples of some of
the urban design and management strategies include:

Mixing residences and worksites

Diverse and compact housing

Pedestrian and transit-oriented development
Telecommuting

Energy efficient construction and landscaping principles

Persons desiring more information about the first volume of the
Energy-Aware Planning Guide should contact Nancy Hanson,
Energy Commission, (916) 654-3948.

To obtain a copy of the first volume of the Energy-Aware Planning
Guide submit the order form in Appendix H or contact the Energy
Commission's Publications Office at (916) 654-5200.

ENERGY-AWARE PLANNING GUIDE: ENERGY FACILITIES 1.2




FIVE ENERGY FACILITY CATEGORIES

1) Energy Production Facilities

These facilities involve the extraction or processing of energy resources. Examples include oil, gas,
geothermal wells/fields; refineries; biomass fuel production facilities; and landfill gas extraction sites.

2) Energy Generation Facilities

These facilities include electric generation facilities and heat generation facilities. (Some can produce
both electricity and heat in a process called cogeneration). Electric generation facilities may be
categorized as either thermal or non-thermal.

Thermal power facilities - rely on the conversion of fuel to heat to produce electricity.

Non-thermal power facilities - do not rely on the conversion of fuel to heat. Examples
include hydroelectric, solar photovoltaic, wind and ocean wave power plants.

3) Energy Transmission Facilities

These are linear facilities which transport large quantities of electricity (transmission lines) or fuel
(pipelines). Also included are electrical switchyards (which transform the voltage from the level at
which it is generated to the level of transmission) and substations (which transform the voltage from
the level of transmission to a lower distribution level).

4) Energy Distribution Facilities

Much smaller than transmission facilities, distribution facilities include the electrical distribution lines
[typically about 50,000 Volts (50 kiloVolts) and less] and substations which carry electrical energy
from the transmission substations, through several levels of voltage reduction, to the customer (at 120
Volts). Distribution facilities also include natural gas distribution pipelines and associated equipment
which carry natural gas from higher-pressure transmission lines to the customer, through several
levels of pressure reduction.

5) Energy Storage and Management Facilities

These facilities include those that store electrical energy, natural gas, liquefied petroleum gas, or
alternative fuels such as compressed natural gas, methanol, or hydrogen. Examples include: vehicle
fueling/charging stations, hydroelectric pumped storage projects, compressed air energy storage, and
utility-scale batteries.
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= Appendix B for brief technol-
ogy!/ facility descriptions

¥ Address public concerns and
improve public involvement.

See:
= Chapter 3 for fully integrating
the public in energy facility
planning activities

= Chapter 4 for fully integrating
the public in energy facility
permitting activities

¥ Understand the relationship
between energy facilities and im-
portant community issues, such as
land use, air quality, health and
safety, and economics.

See:
= Chapter 3 for energy facility
planning as it relates to the
broader community context

= Chapter 5 for specific permit-
ting issue information

INSIDE THE GUIDE

This Guide provides:

¥i Guest Author Articles. Distrib-
uted throughout the Guide, these
provide the views of individuals and
organizations on a variety of often
controversial topics. A diversity of
opinions can be valuable to the
reader in sorting out how to pro-
ceed on these topics. These articles
do not necessarily reflect the views
of the Energy Commission or its
staff.

¥ Chapter 2 - Energy Facilities
Development In Perspective. A
historical view of the California
electricity industry and information
about possible trends in facility
development and the planning and
permitting opportunities and
challenges they create for local
governments.

CHAPTER 1: USING THE GUIDE

¥ Chapter 3 - Planning for Energy
Facility Development. A descrip-
tion of the usefulness of Energy-
Aware Planning for energy facili-
ties, the local authority for such
planning, and a collection of
planning and program information
ideas which emphasize working
with all parties. Case studies are
also provided to prepare local
agencies for energy facility permit-
ting and development.

¥ Chapter 4 - Permitting Energy
Facilities. A collection of ideas for
developing interagency coopera-
tive efforts, addressing public
concerns and expediting local
government permitting where
applicable. Information is included
to aid in determining agency
jurisdiction. Energy facility
application review process flow
charts help focus on potential
opportunities for local government
to influence state and federal

Alex Hinds, Director,

LOCAL COMMENTS

"The use of the California Energy Commission's first Energy Aware
Planning Guide was critical to the development of San Luis Obispo
County's Energy Element, now adopted as an important element to
our county's general plan. The guide was not only useful, but easy to
follow because of the understandable format and relevant graphics.

It provided us with practical examples, sound technical information,
and a wealth of ideas for preparing the element.

agency and municipal utility
permitting processes.

¥ Chapter 5 - Critical Permitting
Issues. A collection of background
information and ideas for local
action on significant energy facility
permitting issues including:

= Air quality

= Biological resources

= Hazardous materials handling
and storage

= Water use and quality
= Visual and noise impacts

= Public concerns about electric
and magnetic fields (EMF)

= Energy facility closure/
abandonment

The purpose of the San Luis Obispo County Energy Element is to

1) increase energy efficiency, 2) provide energy information and
policy guidance, 3) document the county's energy resources,

4) establish land use and environmental criteria for evaluating future
energy projects and 5) provide alternatives which encourage projects
that exceed the state's energy regulations. The Energy Element not
only provides a common currency to help bridge the gap between
environmental and economic concerns, but also recently won a
California Chapter American Planning Association Outstanding
Planning Award. Our thanks go to the Energy Commission for
preparing the Energy Aware Planning Guide, without which we
could not have prepared our award-winning general plan element."

San Luis Obispo County Department of Planning and Building
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Chapter 5 also provides regulatory
information, general plan and
implementation ideas, case
studies, information resources, and
contacts.

= Appendix A lists the partici-
pants in workshops held to gather
ideas for the development of the
Guide.

= Appendix B contains descrip-
tions of various types of energy
facilities, the permitting issues
most commonly associated with
them, and a matrix showing the
significance of permitting issues re-
lated to these energy facilities.

= Appendix C contains descrip-
tions of the roles and responsibili-
ties of various state and federal
agencies in terms of energy facility
permitting.

= Appendix D lists the addresses
and phone numbers of numerous
state and federal offices which
may be involved in energy facility
permitting.

= Appendix E lists organizations,
publications, helplines and elec-
tronic resources for further energy
facility-related information.

CHAPTER 1: USING THE GUIDE

= Appendix F provides in-depth
background information on power
plant generating efficiency. It ad-
dresses why generating efficiency is
important and how it is measured.
The characteristics which influence
efficiency and the efficiencies
achieved by different types of facil-
ities are included. A procedure for
performing a detailed efficiency
analysis for proposed power plants
and ideas for ensuring efficient
electricity generation are also pro-
vided.

= Appendix G is a glossary of
some of the terms used in the
Guide.

= Appendix H contains an order
form to acquire a copy of the first
volume of the Energy-Aware Plan-
ning Guide which addresses how
to use energy more efficiently
through the land use planning
process.

FUTURE UPDATES

In 1997 we plan to publish a new
chapter on distributed generation.
(See the Chapter 6 placeholder for
more information.) We also plan
to revise this Guide periodically to
address rapidly evolving technolo-
gies, regulatory changes and local
opportunities. Your particular
jurisdiction's experience with
energy facility permitting and
development, as well as with new
methods of local government
interaction with developers, is
essential to this process.

Please let us know about:

= Information you would like
included in future updates

= Useful local energy facility
planning and permitting strate-
gies

= [llustrative case-study material

« Additional information
resources

= Local agencies developing
their own energy facilities

Send your ideas and requests for
copies of this document to:

Siting and Permit Assistance Unit
California Energy Commission
1516 9th Street, MS-48
Sacramento, CA 95814

(916) 654-4079.

You can also use the internet or
e-mail as follows:

Internet: http://www.energy.ca.gov

E-mail: siting@energy.ca.gov
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CHAPTER 2: ENERGY FACILITIES

DEVELOPMENT IN PERSPECTIVE

INTRODUCTION

This chapter discusses the recent
history of California’s energy
system, focusing primarily on
electricity generation and transmis-
sion. It also explores the major
changes taking place in the reg-
ulation of energy development (or
areas that ultimately affect energy
development). Finally, the chapter
introduces major opportunities for
local agencies in planning for and
permitting facilities needed in the
future, including the provision of
early guidance to energy project
developers and working with all
stakeholders during the planning
and permitting processes.

GUEST AUTHOR ARTICLES

Guest Author articles are found at
the end of this chapter. These
articles contain opinions of the
authors and do not necessarily
reflect the views of the California
Energy Commission or its staff.

The Rise of the Cardiff Giant:
Electricity Market Restructuring &
the Police Powers by Emilio E.
Varanini, Ill, former Commissioner,
California Energy Commission.

V-

Municipalization Issues by Gerald
Jordan, Executive Director, Califor-
nia Municipal Utilities Association.

CALIFORNIA’S ENERGY SYSTEM

California’s energy system, particu-
larly the electricity generation and
transmission system, has evolved
into one of the most diverse and
reliable in the country. As Calif-
ornia’s population increases and
demand for services grows, the
need to expand and improve this
energy system will also increase.
What does this mean to you?
Energy facilities such as power
plants, transmission lines and
pipelines will continue to be built
in the state, and some of these new
or expanded facilities may be
located in your community.

Currently, about one-half of all
energy consumed in California is
used by the transportation sector to
move people and goods. Energy
needs are supplied by fossil fuels
(including natural gas), renewable
resources (i.e., biomass, solar and
wind), nuclear and out-of-state
sources. The Energy Commission
anticipates that annual growth
rates in energy use will follow that
of population growth rates, roughly
2 percent annually.

CHAPTER 2: ENERGY FACILITIES DEVELOPMENT

ENERGY FACILITIES
DEVELOPMENT IN CALIFORNIA:
AHISTORICALVIEW

(LATE 1960s TO PRESENT)

In the late 1960s and early 1970s,
multiple and often sequential
federal, state and local permits
were required before the construc-
tion of large energy facilities could
begin. At a time when the demand
for electricity was ever increasing,
power plant permitting was
lengthy and expensive, typically
taking three years or more to
complete. (See California Depart-
ment of Water Resources, 1970, in
Information Resources). Most
power plants proposed at that time
were very large (500 megawatts
[MW] or greater) nuclear or fossil
fuel-fired generation units owned
and operated by investor-owned
utilities (i.e., Pacific Gas and
Electric, Southern California Edison
and San Diego Gas and Electric).

By the end of 1972, the number of
agencies concerned with the siting
of large energy facilities (including
power plants, refineries, and
transmission lines) included nearly
a dozen single-purpose federal
agencies, 16 state agencies, air
pollution control districts, plus
many city and county agencies.
With this regulatory structure, a
needed energy facility project with
state-wide significance could be
stopped conceivably at the local
level unless the site had specifi-
cally been condemned for public
use by a higher agency. (See Rand
Corporation, 1972, in Information
Resources.)
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Despite the amount of federal,
state and local control over energy
facilities development, many en-
vironmental and land use conflicts
persisted. (See Rand Corporation,
1972, in Information Resources.)
The regulatory system of the time
encouraged utilities to take the
lead role in planning for new
power supplies without serious
challenge to their choice of the
quantity, type of generating re-
sources or facility location by these
regulatory agencies. (See Califor-
nia Legislature, 1979, in Informa-
tion Resources.)

In addition, the public rarely par-
ticipated in the planning or licens-
ing decisions. The regulatory
system itself limited public in-
volvement until relatively late in
the process, often too late to
ensure consideration of alterna-
tives or to make meaningful
changes to the proposals. (Rand
Corporation, 1972, in Information
Resources.) Public concerns over
environmental degradation from
unchecked development such as
that of the electricity industry
eventually prompted the passage
of the National Environmental
Policy Act of 1969 and the Califor-
nia Environmental Quality Act of
1970.

Transmission line planning and
permitting was even less open to
public involvement or regulatory
scrutiny than power plants or other
energy facilities. Investor-owned
utilities had (and continue to have)
special privileges such as the
power to condemn land for right-
of-way. (Rand Corporation,1972,
in Information Resources.)

In 1970, the California Public
Utilities Commission (CPUC)
approved General Order 131
which required that the utilities
obtain a Certificate of Public Con-
venience and Necessity for trans-
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mission lines in excess of 200
kilovolts (kV). (Rand Corporation,
1972, in Information Resources.)
However, utilities essentially were
allowed to control transmission
and distribution lines below this
amount.

¥ The Warren-Alquist Act. By
1974, three conflicting forces
converged, resulting in a change to
the regulatory structure of power
plant licensing:

1) An apparently insatiable
demand for more power, with
CPUC projections for needed
generation in excess of 80,000
MW from 1972 to 1991

2) An overly complicated,
sometimes conflicting regulatory
permitting process

3) An apparent public unwill-
ingness to live with the environ-
mental consequences of large
industrial facilities such as
power plants and transmission
facilities

In response, the Legislature passed
and the Governor signed into law
the Warren-Alquist Act, creating
the California Energy Resources
Conservation and Development
Commission, better known as the
California Energy Commission.
The Act vests the Energy Commis-
sion with sole authority for the
licensing of thermal power plants
50 MW or greater in generating
capacity and their related facilities.

One of the Energy Commission’s
primary missions is to ensure that
needed power generation facilities
are sited to provide reliable
electric energy in an affordable
and environmentally acceptable
manner. The Energy Commission
was designed to serve as a com-
mon forum for energy facility
planning and power plant siting.

Since most of the electricity gen-
eration projects being considered
in the mid 1970s were thermal
power plants greater than 50 MW
proposed by investor-owned
utilities, local governments’ role as
lead agency in siting generation
facilities diminished significantly.

¥ The Public Utility Regulatory
Policies Act. During the late
1970s and early 1980s, changes
took place that affected the types
of power plants being developed.
In 1978 Congress passed the
Public Utility Regulatory Policies
Act (PURPA) to encourage the
development of non-utility and
alternative power sources (i.e.,
renewable and cogeneration
technologies). (16 U.S.C. section
2601 et. seq.) Under implementa-
tion regulations issued by the
Federal Energy Regulatory Com-
mission (FERC), PURPA specified
criteria which, when fully met,
enabled small power producers
called “Qualifying Facilities” (QFs)
to sell electricity to utilities at a
price equal to the utility’s “avoid-
ed costs” (i.e., the cost the utility
would incur to generate the power
itself or purchase it from another
source). It was the intent of
Congress to maintain the conven-
tional power distribution systems
while creating a market for small
power producers. To this end,
Congress sought to increase
electric utility efficiencies and to
expand the development of new
energy technologies.

The CPUC aggressively pursued
implementation of PURPA and, as
a result, the majority of the state’s
biomass-fired plants, wind turbine
farms, small hydroelectric and
cogeneration facilities are owned
and operated by independent
energy producers. Essentially
nonexistent before 1980, indepen-
dently owned (i.e., QF and self-
generator) energy projects were
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being proposed and permitted in
California. Since many of these
QF projects were outside the
state’s jurisdiction, local agencies
began to play a significant lead
role in permitting power plants
once again.

By opening the electricity genera-
tion industry to independent, “third
party” developers and offering the
avoided cost payment incentive, as
well as favorable tax treatment, the
development of non-traditional
power sources was greatly expand-
ed. The type, size and ownership
of facilities developed in California
changed from large conventional
technology facilities burning fossil
fuels and owned by utilities to
smaller alternative technologies
and more efficient fossil fuel-fired
cogeneration facilities owned by
independent power producers.

By 1985, the CPUC began actively
to restrict the number of QFs enter-
ing the electricity industry because
of concern over an excess in gen-
erating capacity. By the late
1980s, the number of QF-proposed
projects began to taper off.

Many small to medium sized
power plants have been developed
in California due to the changes
initiated by PURPA. One hundred
and thirty-four independently-
owned power plants (excluding
four hydroelectric plants) with a
generating capacity between 20-
49.9 MW were operational as of
March 1996. The combined
generating capacity of these
facilities in the state is greater than
4,500 MW and comprises roughly
nine percent of the state’s electric-
ity system.
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RECENT CHANGES AFFECTING
ENERGY FACILITIES
DEVELOPMENT IN CALIFORNIA

Past events are sparking additional
changes in the regulation of energy
development. These changes will
affect energy facility planning
activities, permitting processes and
mitigation requirements. As with
past changes, the type, size, own-
ership, location and cost of these
facilities may also be affected.

FEDERAL ACTIONS

In 1992, Congress passed perhaps
the most important and far-reach-
ing federal energy legislation since
the 1978 passage of PURPA. The
National Energy Policy Act of 1992
(NEPACct) was aimed at providing a
major dose of competition to the
electric industry by creating a new
class of wholesale-only electric
generators, called “exempt whole-
sale generators,” and expanding
the access of these generators to
the transmission system. These
power producers do not have the
technology, size, and fuel limita-
tions imposed upon them as QFs
do. Unlike QF power, utilities are
not obligated to purchase exempt
wholesale generator power.

A key feature of NEPAct is that it
enhances the access of non-utility
generators to the transmission grid
by giving FERC the authority to
order wholesale power wheeling.!
NEPACct obligates transmission
system owners to make a good-
faith effort to expand facilities, if
needed, to meet wheeling requests
by electricity market participants.
FERC Order 999, dated April 24,
1996, implements these provi-
sions.

REGIONAL ACTIONS

As a result of recent federal actions
(NEPAct and its implementation),
the opportunities for coordinated
regional transmission planning and
access to western regional power
markets are greatly enhanced.
FERC is encouraging the formation
of voluntary regional transmission
groups to address issues associated
with transmission planning and
dispute resolution.?

Future state actions to promote
direct access to generation provid-
ers for all retail customers could
place further emphasis on the need
to use the existing transmission
system efficiently and to plan for
coordinated future expansion. The
siting of high-voltage transmission
lines, however, is becoming in-
creasingly difficult. Concerns
about the possible health effects of
electric and magnetic fields from
high-voltage power lines, coupled
with land use constraints, may
make it more difficult to obtain
new rights-of-way for transmission
projects despite regional planning
efforts. In such cases, another
choice for utilities and communi-
ties to consider would be the use
of distributed generation. (For
additional comments on distrib-
uted energy systems, see page 2.6
and the Chapter 6 placeholder.)

STATE ACTIONS

¥ Transmission line planning.

In 1988, the California Legislature
and governor approved Senate Bill
2431 (Garamendi) which directed
the Energy Commission to study
the need for transmission lines in
the future and to examine alterna-
tives to creating new rights-of-
way. The 1988 law also ident-
ified four principles to guide the
use of the existing system and the
development of new facilities, as
follows:
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= Encourage the use of the exist-
ing rights-of-way by upgrading
existing transmission facilities
where technically and economi-
cally justifiable.

= Encourage the expansion of
existing rights-of-way, when
technically and economically
feasible, when construction of
new transmission lines is re-
quired.

« Provide for the creation of new
rights-of-way when justified by
environmental, technical, or
economic reasons, as determined
by the appropriate licensing
agency.

= Seek agreement among all
interested utilities on the efficient
use of new transmission capacity
whenever there is a need to con-
struct additional capacity.

In its 1992 report to the Legisla-
ture, Transmission System and
Right of Way Planning for the
1990s and Beyond, the Energy
Commission identified several
significant study findings,
including:

Residential

13%

Commercial
9%

Industrial

28%

< Some utilities allow little or no
opportunity for effective public
involvement in transmission
planning.

= Lack of access by some utilities
or private power producers to
existing lines may result in the
building of new lines.

= |t is not always appropriate or
possible to build new or expand
lines in an existing right-of-way.

= The current transmission plan-
ning and licensing process is
fragmented and lacks coordina-
tion.

¥ Transmission line licensing.
The CPUC in June of 1995 adopt-
ed General Order 131-D which
clarifies its authority over Investor-
Owned Utilities (IOU) electric
power lines and substations.
Under its predecessor, General
Order 131C, only investor-owned
transmission lines over 200 kV
were regulated by the CPUC’s
Certificate of Public Convenience
and Necessity process (substations
were exempt from CPUC author-
ity). With the issuance of General
Order 131-D, investor-owned
transmission lines between 50 and

CALIFORNIA'S ENERGY CONSUMPTION BY USES

Transportation
50%

Source: California Energy Commission's The California Energy Policy, 1994.
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200 kV and their related substa-
tions become subject o the CPUC’s
Permit-to-Construct process begin-
ning January 1996.

The Permit-to-Construct process is
intended to be simpler and less
time-consuming than the Certifi-
cate of Public Convenience and
Necessity process. It does not re-
quire a determination of need per
se, but instead assumes that the
project is required in order for the
utility to carry out its obligation to
serve. In addition, the CPUC’s
decision, of which General Order
131-D is a part, requires a Permit-
to-Construct for substations also.

Several factors influenced the
creation of General Order 131-D.
In many cases there were increas-
ing delays in siting transmission
facilities as a result of jurisdictional
confusion among local agencies
and disagreements between
utilities and local government
entities. A need arose to ensure
adequate environmental review
and compliance with CEQA, as
well as address uniformly the
growing local public concerns
over the potential health effects of
electric and magnetic fields. The
General Order 131-D Decision
points out, however, that even
with the CPUC’s preemptive
authority to site transmission lines
and substations between 50 and
200 kV, utilities are not relieved of
their obligation to work with local
agencies and authorities during the
permitting process.

¥l Regulatory restructuring. In
the mid-1980s, the natural gas
industry began a process of de-
regulation. This has allowed com-
petitive pressures to drive resource
development and cost. After two
years of intense scrutiny, on
December 20,1995, the CPUC
issued a decision to start a transi-
tion to a competitive electricity
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market. The new market will start
onJanuary 1, 1998, with all
consumers participating by 2003.
Consumers will be able to choose
among electricity generators;
power producers will have non-
discriminatory access on the state-
wide transmission system to buy
and sell power in a competitive
market; and a new independent
system operator will be created to
control operation of and provide
access to the transmission network
and essential network services. In
the future, new generation will be
built by many competitors who are
vying to provide power to a central
market or to their own direct
access customers. Public policy
programs related to energy effi-
ciency, renewables, research and
development, and low-income
individuals will continue, but with
new funding and operational
mechanisms.

The first major milestone of this
transition occurred on April 29,
1996, when the investor-owned
utilities filed a proposal with the
Federal Energy Regulatory Com-
mission to implement the indepen-
dent system operator and power
exchange. Significant portions of
this structure have now been
enacted by the legislature. (Chap.
854, Stats. of 1996.) There are an
enormous number of restructuring
steps to be taken over the next
seven years. By then, we expect to
have an electricity system which
offers more varied and tailored
services, is responsive to competi-
tive pressures, and provides the
reliable, environmentally-sensitive,
and safe electricity service Califor-
nia expects. During this transition
period, new generation construc-
tion will probably be less than
would have happened in a busi-
ness-as-usual world. There may be
more sales, refurbishments, or
retirements of existing generating
facilities.
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ENVIRONMENTAL
REGULATORY ACTIONS

¥ Air quality regulation. In its
1990 amendments to the Clean Air
Act, the federal government estab-
lished national caps on allowable
utility emissions of sulfur oxides
(SOy) and provided for tradeable
allowance programs for these
emissions. These caps, below
currently-allowed emissions levels,
apply to both new and existing
facilities. The amendments also
commit to a reduction in nitrogen
oxide (NOy) emissions to specified
amounts below 1980 levels. In
addition, the federal government is
endeavoring to reduce carbon
dioxide (CO,) emissions but has
not yet established standards.
These measures to reduce SOy,
NOy, and CO;emissions will go
into effect over the next few years.

In 1991, the South Coast Air
Quality Management District
began work on the Regional Clean
Air Incentives Market (RECLAIM)
program. RECLAIM is an alterna-
tive market-based approach to reg-
ulating air quality. It is intended to
reduce attainment costs and in-
crease flexibility in meeting reduct-
ion requirements.

Under the market-based approach,
all major stationary sources with
NOy and SOy emissions (generally
greater than four tons per year) will
receive an initial annual emissions
cap or allocation. The annual
emissions allocation for each
source will be reduced annually,
based on a complex formula. It is
believed that under this market
approach, emission reductions will
be achieved by applying emission
controls, modernization or re-
placement of existing sources, pro-
cessing improvements, activity cut-
backs and shutdowns, or through

emission trading with other
sources which have excess emis-
sion allocations.

¥ Biological resources regula-
tions. Since its enactment, the
federal Endangered Species Act of
1973 (PL 93-205) has gone from a
primary focus on species loss due
to trapping and hunting-related
activities to more indirect impacts
of habitat destruction. Congres-
sional hearings on the Act’s re-
authorization, among other things,
have focused on its economic
implications.

Changes to the Act may require
greater consideration of the
economic costs and private-
property implications related to
efforts to protect wildlife and con-
serve species through habitat
designations and mitigation re-
quirements. The debates over the
Act’s reauthorization continue and
it is unclear what final form it will
take. In the near term, however, it
is still likely the Endangered
Species Act will continue to in-
fluence resource options, particu-
larly hydroelectric, over the next
decade.

As with the federal Act, Calif-
ornia’s Endangered Species Act is
also receiving close scrutiny and
various changes have been pro-
posed. Currently, no changes have
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been made. The state Act will
undoubtedly continue to impose
requirements regarding the protec-
tion of California’s endangered
species.

¥ \Water quality regulation. The
federal law regulating water
quality, the Clean Water Act, was
originally enacted in 1948, but
was extensively amended, reorga-
nized, and expanded in 1972 (PL
92-500). The law’s primary
objective is to control the release
of pollutants into the nation’s
rivers, lakes and coastal waters. In
Jefferson County PUD No.1 and
the City of Tacoma v. Washington
(1994) (114 S. Ct. 1900), the
Supreme Court ruled that states
may establish minimum stream-
flows for hydroelectric facilities
under the Clean Water Act. Prior
to this decision, FERC had rela-
tively exclusive authority over
hydroelectric projects under the
Federal Power Act of 1920. This
decision is expected to affect such
things as the operation, mitigation
and decommission requirements of
hydroelectric projects facing
licensing renewal.

SYSTEM CHANGES

¥ Needed facilities. Additional
energy can be provided by build-
ing new facilities, improving gen-
eration efficiency of existing facil-
ities, or using energy more effi-
ciently. California’s demand for
electricity will continue to grow
due to population increases, future
economic development, and in
response to environmental needs
(e.g., electric vehicles to reduce air
pollution).

A growing number of oil- and
natural gas-fired generation units
are approaching the end of their
projected lifespans. California
utilities own 11,155 MW of gen-
eration placed in service in 1963
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or earlier. Of that amount, 2,591
MW were placed in service in
1953 or earlier. Aging facilities
are likely to be closed, upgraded
or replaced within the next several
years.

In addition, some of the non-utility
generators face contract specified
reductions in the payments they
receive from the utilities for the
power they produce. These con-
tracts were originally drafted to
allow for significant recovery of
capital costs within the first 10
years of operation. It is possible
that this reduction in payments
may result in some of these proj-
ects no longer being economically
viable and ultimately closing or
having to be sold.

Demand-side management pro-
grams or “end-use efficiency” pro-
grams (e.g., air conditioner cycl-
ing, advanced building energy
efficiency, and more efficient light-
ing and appliance technologies)
will meet a portion of the state’s
future energy needs. Some older
facilities will be retrofitted or re-
powered to operate more efficient-
ly. Yet, new generation facilities
will be needed despite these
efforts.

¥ Growing use of natural gas.
The Energy Commission’s forecasts
suggest that natural gas will be
plentiful and relatively inexpensive
(when compared to oil and
nuclear) for at least the foreseeable
future. Current resource additions
are dominated by natural gas-fired
generation facilities. Several gas
turbine manufacturers have been
able to improve the efficiency with
which energy from natural gas is
converted to electricity while sim-
ultaneously reducing the air
emissions from these turbines. As
a result, there is increasing avail-
ability and cost-effectiveness of
new gas turbines which produce

less emissions, have lower water
usage, are less expensive to build
and operate, and use less natural
gas per unit electricity generated
than their predecessors.

¥ Technology developments and
distributed energy systems. In-
creased competition in the elec-
tricity industry is expected to in-
fluence future generation technol-
ogy advancement and the role
current technologies will play.
Equipment manufacturers may
upgrade their existing products and
devote research dollars to promis-
ing technologies in efforts to gain
more market share. As environ-
mental challenges increase, the
market may seek the development
of cost-effective new technologies
which produce fewer emissions,
use less water, and pose fewer
risks to the public. They also pro-
duce new jobs for Californians.
Further development of renewable
resources (i.e., solar, wind, and
biomass) may also occur. The use
of “distributed energy systems™
(also called “distributed resour-
ces”) may be expanded to displace
separate generation, transmission
and distribution projects. (See the
Guest Author articles in Chapter 3
by Donald Aitken and Carl
Weinberg for viewpoints on these
topics).

¥ Electricity industry competi-
tion. Increased competition in the
generation sector could also lead
to an increase in the amount of
electricity imported to California to
meet this need. In this scenario,
power producers with large out-of-
state power plants may find it
economical to build new transmis-
sion lines to get their power to
California consumers. If greater
competition in the electricity in-
dustry takes place, short-term costs
and budgets may drive the in-
dustry’s decisions.
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ISSUES FACED BY LOCAL
GOVERNMENTS

All energy facilities have potential
social and environmental im-
pacts. The extent to which they
are significant impacts, and the
extent to which they can be miti-
gated, depends on many factors
including the technology type,
the specific characteristics of the
project and the site. Some of the
major issues local governments
and project developers may face
are briefly discussed. Later
chapters address these in greater
detail.

¥ Land use compatibility. Con-
flicts may arise with new or exist-
ing land uses when identifying the
most appropriate site for various
new energy facilities. Even with
the re-use of existing industrial
sites, concerns may arise regard-
ing the impacts of continued
industrial activities on surrounding
mixed uses.

¥ Public concern. Community
residents may take issue with the
impacts or perceived impacts (e.g.,
environmental justice, potential
health effects, loss of biological
resources and others discussed in
Chapter 5) of various projects.

¥ Efficient use of natural re-
sources. Requirements of power
plants (e.g., substantial amounts of
water for cooling for thermal facil-
ities) and the future consequences
of fuel choices (e.g., additional
infrastructure for natural gas trans-
mission and delivery) may have
direct and indirect impacts on
communities.

¥ Management of potential
energy supply sources. Particu-
larly as it pertains to some “renew-
able” resources (e.g., geothermal
and biomass), the long-term
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sustainability of certain projects
may be an issue.

¥ Air quality. The difficulty and
expense associated with obtaining
offsets which meet California’s
ambient air quality standards may
increase as regulations become
tighter in non-attainment areas of
the state. Also, depending on local
air quality conditions, offsets may
or may not be available to fully
mitigate the impacts associated
with the facility.

This list is in no way complete,
and the issues your community
faces may be quite different. The
Guide explores these and other
issues in more detail in terms of
the opportunities and challenges
that may be created for you. Some
of the major opportunities and
challenges include: planning for
energy facilities in your commu-
nity; establishing policies that
balance a variety of issues and
needs; developing and implement-
ing effective permitting and monit-
oring processes; dealing with
specific permitting issues; and
taking effective action to influence
other agencies’ permitting activi-
ties.

PLANNING CHALLENGES AND
OPPORTUNITIES

¥/ Balancing the state’s needs
with local needs. Local govern-
ments are charged with protecting
their interests when energy
projects with statewide signifi-
cance (i.e., large generation
facilities, pipelines and transmis-
sion lines) are proposed within
their jurisdictions. Local govern-
ments have the opportunity to
follow and, where possible, get
involved in the energy resource
planning processes of municipal
and investor owned utilities, the
Energy Commission and the
CPUC. By doing so, the local

agencies will be informed about
many of the energy resource de-
velopments expected to occur in
the future and their associated
issues.

¥I Staying current on major
energy issues and technologies.
Local officials and decision makers
are challenged with keeping cur-
rent on major energy issues and
new technology developments and
determining the extent to which
these changes affect their commu-
nity. For example, changes in air
quality regulation may affect
existing facilities as well as future
energy developments. New,
small-scale distributed energy
technologies could affect the
number and types of generating
facilities local governments will
permit. Local officials and de-
cision makers can determine the
effects of these developments and
various changes on their commu-
nity through the use of geographic
information systems (GIS) and
other sophisticated computer
systems. GIS systems can map
resource and facility locations and
overlay them with, for example,
land use plans, community growth
areas, and areas of environmental
constraints.

REGIONAL CONSENSUS

“By building regional consensus
prior to state-level deliberations,
the region will be able to exert
greater influence at the state
level, and obtain quicker
decisions that are ultimately
more responsive to regional
needs and preferences. More
responsive state policy should
arguably improve San Diego’s
economic prospects.”

San Diego Regional Energy
Plan, adopted December 1994.
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¥ Ensuring that overall commu-
nity goals and needs are addressed
in local land use plans. Successful
community developments of all
kinds require adequate infrastruc-
ture and services. The opportunity
exists at the planning stage to
consider the energy requirements
(including associated infrastruc-
ture) created by various types of
development whether industrial,
commercial or residential. Work-
ing with utilities or other energy
service providers at the planning
stage to evaluate development-
related energy needs and appropri-
ate alternatives can work to min-
imize difficulties in providing the
required services. Successful
community planning is thus
associated with informed energy
planning, development, and re-
source management efforts. The
efforts coordinated with other
agencies such as air pollution
control districts, regional water
quality control boards and state
regulatory agencies can avoid con-
flicting policies and regulations,
local opposition, and can reduce
subsequent permitting costs.

Communities can prepare for
energy projects that will likely
come to them by ensuring their
planning documents and policies
reflect their development objec-
tives. These activities will also
help energy facility developers to
plan ‘do-able’ projects. One
method to accomplish this is to
identify suitable sites for such
things as power plants, pipelines or
transmission line corridors. Also,
plans can prevent conflicts be-
tween new development and
existing energy facilities that have
the potential for expansion by en-
suring that incompatible uses do
not encroach on the existing use.
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Energy facilities offer an opportu-
nity to address multiple needs of a
community which can be encour-
aged through local policies and
planning efforts. For example, it is
possible to use energy facilities for
“win-win” situations which can be
a part of a community’s overall
planning process. Facilities that
use biomass can offer a viable
alternative to landfill disposal.
Also, policies can express a com-
munity’s preferences for alterna-
tives such as the application of
distributed energy systems in re-
mote or otherwise constrained
areas.

¥ Seeking public involvement
and acceptance. Getting the
public involved in the local plan-
ning process early is an important
tool for identifying and addressing
potential conflicts that may arise
when specific energy projects are
proposed. By obtaining public
input at the planning stage, local
officials can identify the types and
locations of energy projects they
want to encourage and discourage
in their community. Working with
the utilities or energy facility dev-
elopers, officials can educate the
community on the merits of certain
types of energy development to
address the needs of the commu-
nity. Issues and solutions identi-
fied in the planning stage can be
incorporated into the permitting
process to make it more effective
and efficient.

PERMITTING PROCESS
CHALLENGES AND
OPPORTUNITIES

¥ Developing effective permitting
processes for future energy facility
types. Regulations that clearly
specify what is expected of devel-
opment under a local govern-
ment’s jurisdiction can help pre-
vent delays and minimize costs for
both communities and developers.

¥l Tapping into the expertise of
others. To improve the consis-
tency by which CEQA is applied
from project to project, local
officials have the opportunity of
increasing coordination with other
entities which may have more
knowledge and experience with
various types of energy projects.

For example, local governments
can take advantage of assistance
programs offered by federal and
state agencies when developing
and enforcing mitigation strategies
throughout the permitting, con-
struction, operation, and eventual
decommissioning of energy
facilit