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2.0 DEMAND CONFORMANCE

Formerly, Section 25524 of the Code required that power plants licensed under jurisdiction of the CEC be found in conformance with the CEC’s Integrated Assessment of Need (IAN) to be certified by the Commission.  The IAN adopted by the CEC is contained in the Commission’s biennial Electricity Report.

Senate Bill 110 (SB 110), passed by the Legislature in September 1999 and approved by the Governor on September 28, 1999, legislated several changes to the Warren-Alquist Act, the enabling legislation of the CEC.  Section 9 of SB 110 amended Section 25524, eliminating the requirement that new or modified thermal power plants licensed under the CEC’s jurisdiction must demonstrate conformance with the most recent Electricity Report IAN.

This change in the Warren-Alquist Act and corresponding changes in the CEC AFC review process became effective on January 1, 2000.  Thus no demand conformance analysis is required for the proposed MGS project.  However, it is the current policy of the State of California that the development of additional electrical generation capacity to meet the state’s current and future generation requirements is encouraged.

Additional information regarding the need for the MGS project is provided in the following section.

2.1 Need for Project

Recently, the need for new generation in California has been articulated by numerous reports including reports issued by the Cal-ISO and  the FERC.

2.1.1 The Cal-ISO Articulation of Need

The Cal-ISO issued “Report on California Energy Market Issues and Performance: May-June, 2000, Special Report, prepared by the Department of Market Analysis, August 10, 2000” found that the underlying causes for the high wholesale prices during May and June were the results of a combination of several factors including: unusually high demand for electricity region-wide due to unseasonably high temperatures and recent economic growth; a doubling of gas prices over the last year; and the fact that no significant new supply had been added in California in recent years.  The combination of very tight supply and increased demand conditions created shortages of supply as well as the opportunity for the exercise of market power during many hours.  The Department of Market Analysis recommended increasing the amount of in-area generation through accelerated permitting and siting of generation and transmission facilities that will be critical to ensuring that the supply of resources keep up with needs created by accelerated load growth.

The Cal-ISO’s Market Surveillance Committee (MSC) is an independent advisory group of industry experts that can suggest changes in rules and protocols or recommend sanctions or penalties directly to the Cal-ISO Governing Board when they observe abnormalities in the market.  In its October 13, 2000 meeting, the Cal-ISO’s MSC concluded that conditions affecting market performance in the summer of 2000 were a low supply of generation caused by a lack of new generation during the past 10 years, numerous outages of generation and transmission, a low supply of generation at a higher cost due to increased gas prices, reduced hydro generation, and imports.

2.1.2 Federal Energy Regulatory Commission Articulation of Need

On November 1, 2000 the FERC staff issued “Staff Report to the Federal Energy Regulatory Commission on Western Markets and the Causes of the Summer 2000 Price Abnormalities, Part I of Staff Report on U.S. Bulk Power Markets.”  The Staff report concluded that supply and demand conditions throughout the West were tight much of the summer, with emergency conditions concentrated in California.  The broad factors were hot weather coupled with continued demand increases without corresponding increases in power production capability.

Further, the report concluded that the generation shortage began long before the summer of 2000.  Growth in demand over time had not been matched by increases in generation capacity.  Load outpaced generation capacity additions throughout the West in the 1990s.  Load in the Western Systems Coordinating Council region increased by an average of approximately three percent per year, while generating capacity grew by less than one percent per year.  This trend resulted in a scarcity of supplies in the region, with the importing areas vulnerable to shortages.  California has relied on imports to meet much of its load.

2.1.3 City of Vernon Articulation of Need

The City has an obligation to serve its electric service customers reliably at a reasonable power cost.  Over the years, the City’s load demand has increased.  For 2002, the peak load demand is projected to reach 190 MW during heavy-load hours and 170 MW during light-load hours.  The City currently meets this demand by a combination of long-term power supply contracts, shot-term power supply contracts, and City owned generation.  The proposed power plant will reduce the City’s reliance on short-term and long-term power purchases and increase the City’s ability to serve its customers reliably at reasonable power cost.

The Project Provides Load Center Generation

New generation at load centers adds reliability.  The Project will add much-needed reliability to a control area subject to transmission congestion and system disruptions.  Moreover, load center generation provides a greater number of generation options and adds greater capacity and flexibility to the existing transmission system.

California currently faces a shortage of reliable electric energy supply.  New generation is needed immediately.  The addition of this generation plant will assist to reduce the prevailing supply shortage in California.  Given this immediate generation need in California and the City’s obligation to serve its customer loads, Vernon decided to pursue the building of a power plant.
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