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)
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______________________________________) 

I.  THE PROJEC T

Tejon Ranch Company and Tejon Ranchcorp (P etitioners ) propose a 960 megawatt (M W) natur al

gas- fir ed combined cycle power plant (Pastoria Pow er  Pr oject) that is a mar ket-bas ed respons e to

the creation of the Califor nia P ow er Exchange ( PX ).  The pr oposal w ould site the pow er plant in

Kern County on the Tejon Ranch pr operty about 25 miles s outh of  the city of Baker sf ield.

Petitioners anticipate that power produced by the Pastoria Pow er  Pr oject w ill be s old in the

competitive electricity mar ketplace thr ough the P X and other pow er marketing outlets , as well as to

the Calif ornia Independent System Operator ’s  (I SO ) auctions  for ancillar y ser vices .

II .  PR OC EDU RA L HIS TOR Y

On J anuar y 25, 1999, P etitioners  f iled a “Petition f or  Jurisdictional Determination” requesting that

the Commission find the Pastoria Pow er  Pr oject eligible for an exemption from the N otice of 



Intention (N OI ) r equir ements of Public Res ources Code (PRC)  section 25502.  P etitioners  assert

that their project conforms  with the provisions  of  P ublic Resources  Code (P RC) s ection

25540.6(a)(1) which exempts  certain pow er plant projects fr om the N OI  pr ocess .

On N ovember 4, 1998, the Commiss ion adopted cer tain findings in the Blythe Energy D ecision as 

pr ecedential f or NO I exemption proceedings .1  In that Decision, the Commission also indicated that

Petitions  for NOI  exemptions may be reviewed on the basis of sw orn testimony in lieu of

evidentiary hearings.

By N otice dated F ebruary 2, 1999, the Ener gy Facility Siting Committee s cheduled a hear ing on the

Petition bef or e the full Commiss ion at its  M arch 17, 1999 Business Meeting.  In accord with

Commiss ion r egulations ,2 the Committee served the N otice and Petition upon the individuals,

or ganizations, and bus iness es  identif ied by Petitioner s as “interes ted par ties,” as well as upon other 

pers ons  and entities appear ing on per tinent mailing lists .  The Notice dir ected all entities  w ishing to

participate in the proceeding to f ile w ritten s tatements by Febr uar y 17, 1999.  The Notice als o

directed Petitioner s to provide respons es to several inquir ies  r egarding their ass er tion that the

pr oposed project qualifies for an NOI  exemption.  Petitioners timely filed their r es ponses as sworn

testimony.  Commiss ion S taf f als o filed a statement pursuant to the N otice.

On M arch 5, 1999, the Committee is sued this Proposed D ecision which is bas ed on the sworn

testimony filed by Petitioner s, as  well as  the statement submitted by Staf f.  The Pr oposed D ecision

was ser ved on Petitioner s and all inter ested parties  f or review and comment prior to the

Commiss ion’s  M arch 17th  hearing on the matter.

                                                
1 Docket No. 98-SIT-2; CEC Publication No. P800-98-004.

2  Title 20, C al. C ode  of R egs., Se c tion 1232.



II I.  A PPLIC ABLE LA W

A. St at utory Requ irements .

Public Resources Code section 25502 provides  in pertinent part that:

Each pers on pr oposing to cons truct a thermal powerplant...s hall submit to the
commiss ion a notice of  intention [ NOI ] to file an application for the certification of
the site and r elated f acility or  f acilities.3

The pur pose of  the NOI  is to provide an open planning process in which the pr oject proponent,

interes ted agencies , and members  of the public have an opportunity to review the principal

environmental, public health and s afety, s ocioeconomic, and technological advantages  and

disadvantages of potential sites  f or a proposed project.  ( Cal. Code of Regs ., tit. 20, § 1721) .  The

NO I process also reviews  whether  a pr oposed project conforms with the Commission's as ses sment

of  electr icity demand adopted purs uant to Section 25305 et seq. of the P ublic Resour ces  Code.

(P RC, § 25502) .

Success ful completion of  the NOI  proces s is a prerequisite to the s econd s tage of power  plant

licensing, i.e., the A pplication f or Certification ( AF C).  Public Res our ces Code s ection 25540.6,

however , exem pts  cer tain projects  f rom the NO I proces s and allows  them to proceed dir ectly to the

AF C stage.4  Pr ojects eligible for this expedited licensing process include:

...a thermal powerplant w hich is  the res ult of a competitive s olicitation or negotiation
for new  generation res ources and w ill employ natural gas- fired technology... . (PRC,
§ 25540.6(a) (1).) 5

                                                
3  The  Commiss ion gene ra lly has  12 months  from the time a n NO I filing is  a cc e pted in w hic h to conduct this  re vie w.
(PR C, § 25516.6(a).)

4  The  AFC proce s s antic ipa te s a  final lice nsing de cis ion w ithin 12 months  of filing a n a pplic ation.  Se e, PR C, §
25540.6(a).

5 PRC, § 25540.6 lists several specific NOI exemptions that include: cogeneration, solar, modification of a specific
facility, site specific, less than 100 MW, and demonstration projects.



Petitioners contend their propos al fits  within this pr ovision.

B. Policy Gu idance.

The Commission has authority to inter pr et pertinent statutory or  regulator y provis ions. Typically,

such Commiss ion policy is expres sed in its  biennial Electricity Repor t ( ER), the most recently

adopted of w hich is  controlling for pow er plant propos als  f iled dur ing an ER's  oper ative life. (P RC,

§§ 25309 and 25523( f)) .  In the pr esent instance, this  guidance appears as  part of  the 1996 ER in

which the Commiss ion s tated:

For gas -f ired powerplants which are the r es ult of competitive s olicitations or 
negotiations , we will continue our  pr ocess  [ announced in the A ddendum to ER 94]
for granting exemptions from NOI  r equir ements to such projects .  (ER 96, p. 75,
Endnote 1).

The policy expres sed in ER 94 and the Addendum to ER 94 supported the development of a

competitive market in the production and s ales of  electricity. The Addendum clarif ied Commis sion

policy on legislation amending S ection 25540.6 to allow N OI  exemptions f or  natural gas- fired

pr ojects that are “the r esult of  a competitive solicitation or  negotiation.” (A B 1884; Statutes of

1993).6  In the Addendum, the Commis sion expressed its  pref er ence for  a “...broad cons truction of

what it means to be ‘the result of  a competitive solicitation or  negotiation’ .”7  In ER 96, the

Commiss ion expanded the views  contained in ER 94 and the ER 94 Addendum to encourage the

development of  merchant pow er  plants that participate in the new ly emerging electr icity

                                                                                                                                                            

6  The Legis lative C ounse l's D igest for AB  1884 states that the a me ndments we re intende d to cha nge the  statute  to
conform to the  pres ent-day compe titive marke tplac e of ene rgy development. “...[T]he  s iting provisions  of the  A c t we re
w ritte n at a time whe n la rge  bas eload powe r pla nts  w ere  the  type s  of pla nts  being conside red by the  Commiss ion a nd
w he n c ompe tition betw ee n utilitie s a nd s e cond pa rty pow e r produce rs wa s  none xiste nt.”   (Le g. Couns el's Diges t, Bill
A na lys is  for AB  1884, Third Re a ding, A pril 12, 1993). A t the  time  A B 1884 w as  a dopte d, the  fede ra l Public  U tilitie s 
R egula tory Polic y Ac t (PU R PA ) a nd othe r relate d sta te  la ws  ha d es tablis he d a  proc es s (Biennia l Pla n R eport U pda te  or
B RPU) to a llow regula te d public  utilitie s  a nd inde pende nt pow er produc e rs  to c ompete in the  marketpla ce  through a 
c ompe titive  bid proc e ss  in orde r to me et de ma nd. (Ibid.; 8/27/93 Senate  A na lys is ).

7  ER 94 Adde ndum, Re vis ion 1, p. 2.



marketplace without the benef it of  ratepayer  guar antees.  (ER 96 at pp. 71-72) .  Until the Blythe

Ener gy D ecision was iss ued, formal Commission policy on NO I exemptions  was limited to thes e

Electricity Repor ts .8

C.  Precedent ial D ecision

In Blythe Energy, the Commis sion further  interpr eted the s cope of  its policies  pertaining to NO I

exemptions, and determined that a natur al gas-f ir ed merchant project which pr oposes to sell its

power in the competitive electricity market, and does not put ratepayers  at r is k, would generally be

eligible for  an N OI  exemption.  The Commis sion declared the following Findings as Pr ecedent:9

1) The Commission adopted an “Addendum to the 1994 Electricity Repor t” on February 14,
1996.

2) This  Addendum sets for th policies and procedur es which apply to the interpretation of
Public Resources Code (P RC)  s ection 25540.6( a)( 1)  and are, on a cas e- by- case basis ,
specifically applicable to individual P etitions  s eeking an exemption from the N otice of 
Intention (N OI ) provis ions of  PRC, § 25502.

3) The Commission adopted the 1996 Electricity Repor t ( ER) which continued the policies s et
forth in ER 94 and in the Addendum.

4) The Calif ornia Power Exchange (P X)  was created by AB 1890 to provide an efficient
“competitive auction” open to all pow er  pr oducers , r es ulting in competitive mar ket pricing
at no r is k to ratepayers .  (P ub. U til. Code, § 355).

5) The creation of the PX , which pr omotes a competitive w holes ale market, may be view ed as 
a continuing s eries  of  s olicitations and negotiations, which are of  the type reasonably
envisioned by the policy expr ess ed in the Addendum and PRC, § 25540.6(a) (1).

6) The PX market, which began the competitive auction on Mar ch 31 1998, replaced the
solicitation proces s that existed under  the Biennial Report Plan Update (BRPU ).

                                                
8 See, Blythe Energy, pp. 3-6 for a more complete discussion of the NOI exemption policies contained in ER 94
and ER 96.

9 Blythe Energy, pp. 18-19.



In addition, the Commiss ion f ound that pow er  sales to the P X are the “result of  a competitive

solicitation or negotiation f or new generation resources” w ithin the meaning of  PRC, §

25540.6(a)(1).10  This finding includes natur al gas-f ir ed pr ojects that s ell pow er to other pow er

exchanges  and/or wholesale, and/or  retail marketers, and/or  direct acces s pow er  markets , and/or

other pow er consumers.11

IV .  EV ID ENC E OF RECOR D

The Blythe Energy D ecision pr ovides that a P etitioner may establis h eligibility f or an NO I

exemption by f iling sw or n tes timony in res ponse to cer tain specific inquir ies  enumer ated in that

Decision.12  In cons ideration of the iss ues  r ais ed in the instant Petition, the Committee dir ected

Petitioners to respond to those inquiries as  follows :13

1. Describe the s pecif ic nexus  betw een the particular project proposed by P etitioner and the
PX 's  solicitations for  “day ahead” and “hour ly bids”.  How is the propos ed pr oject
anticipated to perf orm under both scenarios regar ding its  baseload and peaking capacities?

2. Is  P etitioner negotiating w ith any other potential pow er exchanges or  power pur chasers,
including wholesale and/or retail mar kets?

3. What is  P etitioner' s r egistration status at the P X?  I f P etitioner has  not begun the regis tr ation
pr ocess , what are P etitioner' s plans regar ding regis tr ation and negotiation f or  a “P X
Participation Agr eement?”

                                                
10 Commiss ion O rder adopting Blythe Energy (O rder No. 98-1104-04); se e als o, Blythe Energy, pp. 17-18.

11 Ibid.

12 Id.,fn. 27 at p. 18.

13  See , Februa ry 2, 1999, N otic e  of C ommis sion He aring.



4. Identif y Petitioner 's pr incipal corporate ow ner s and/or other entities or individuals who are
legally and financially res ponsible f or  the development, construction, and oper ation of  the
pr oposed project.

5. Describe Petitioner 's exper ience and as sets with regar d to pow er  generation acquis ition, and
power plant development, ow nership, and oper ation; and, if the project proponents do not
have such experience, identif y the entity or  entities that will be respons ible for  development,
cons truction, and oper ation of the power plant facility.

6. Describe the s pecif ic site location w here the project will be constructed, and des cribe
Petitioner's  s ite s election criter ia that led to this par ticular  site location; also, include the
locations  of  any other  exis ting or  pr oposed pow er  plant projects  that ar e or will be connected
to the Midway Sunset Control Center in the S outhern Calif or nia Edis on (S CE) pow er gr id
by the summer of 2002.

7. Pr ovide evidence descr ibing the pr oject components s uf ficiently to es tablish that the
pr oposed facility is a natural gas -fired pow er plant.

8. Pr ovide evidence to es tablish that the proposed pr oject can be developed and operated
without the benef it of  r atepayer  s uppor t or guarantees .

9. Explain how Petitioner 's  negotiations  may be af fected by the I ndependent S ystem Oper ator' s
“conges tion” and “ancillary s ervices” market activities.

Petitioners.  P etitioners  responded to the inquiries in their F ebruary 17, 1999, statement to the

Committee.  The res ponses wer e executed under penalty of  perjury by D ennis  Mullins , Vice

Pr es ident of  Tejon Ranchcorp.  The Committee r eview ed the sworn respons es  submitted by

Petitioners and bas ed its F indings  and Conclusions upon that s ubmittal, in lieu of  an evidentiary

hear ing.

Staf f.  S taf f agr eed w ith P etitioners ’ ass er tions  that the proposed merchant pr oject is  a natural gas- 

fired pow er plant that w ould meet the s tatutory test f or being the result of a competitive s olicitation.

(S taff Statement filed F ebr uary 17, 1999).  Staff  expr ess ed its belief that existing Commiss ion

policy and previous  NO I exemption cas es  support s uch a conclus ion.14  (Ibid.) 

                                                
14 Staff cites the Commission’s Decisions in Blythe Energy, supra, and in La Paloma (98-SIT-1; CEC Publication
No. P800-98-003) and cases cited therein.



Ther e w er e no other  comments or other  evidence filed in this matter .

V.  FIN DI NGS  and CONCLUS ION S

Based upon the pr ecedent es tablished in Blythe Energy, and in the absence of  any contr avening

evidence, the Committee finds  that the proposed Pastoria Pow er  Pr oject conf or ms with the

Commiss ion’s  interpretation of P RC, § 25540.6(a)( 1).

Based on the totality of  the recor d, we make the following findings  and conclus ions:

1) Tejon Ranch Company and Tejon Ranchcorp ( Petitioner s)  filed a P etition seeking an
exemption fr om the Notice of Intention (NO I)  pr ocess  in accord w ith the policy guidance s et
forth in the ER 94 Addendum, ER 96, and the Blythe Energy D ecision, and in compliance
with the requirements of  Title 20, Califor nia Code of Regulations, sections 1230, et seq.

2) Petitioners pr opose a natur al gas- fir ed combined cycle power plant, nominally r ated at 960
MW ( Pastoria Pow er  Pr oject).  The major equipment des cribed f or  the project is  typical of
natural gas- fired power plants, including four combustion turbine generators (CTGs ) f ueled
by natural gas ; one or  more s team tur bine gener ators ; four heat recovery s team gener ators 
(HRSG s); duct burner s f ueled by natural gas ; and auxiliary equipment.

3) Tejon Ranch Company and Tejon Ranchcorp ar e engaged in a joint ventur e to provide the
site for and market the proposed Pastoria Pow er  Pr oject, LLC.  Tejon Ranchcorp, a
Califor nia cor por ation, is a wholly owned subsidiary of Tejon Ranch Company, a publicly
tr aded Delaw ar e cor por ation engaged in real estate and agribus iness .  Its for emost asset is
the Tejon Ranch, cons is ting of 270,000 acres located in Kern County about 60 miles north
of  Los Angeles  and about 30 miles south of  the City of  Bakersf ield. The operating revenues
for Tejon Ranch Company in 1998 w ere $41 million.  Tejon Ranch Company is  not
engaged in the electric pow er  industr y and “does not intend ultimately to be the principal
developer  or  oper ator of  the project.” (Exhibit 3, Respons es  to Comm ittee I nquir ies , at p. 3).
Petitioners have relied on financial advis er s and engineering and environmental cons ultants,
such as  WZI, I nc., who have experience in the des ign, per mitting, and cons truction of pow er
generation f acilities.

                                                                                                                                                            



4) The proposed s ite f or the Pastoria Pow er  Pr oject is on the Tejon Ranch pr operty in Kern
County, appr oximately 25 miles s outh of  the city of Baker sf ield.  The site is  on the north
side of  the Edmonston Pump Plant Road, approximately 6.5 miles eas t of the G rapevine
Interchange on Interstate H ighway 5.

5) Petitioners chose the site based on compatibility with existing and pr oposed uses of
surr ounding land; proximity to existing electric trans mis sion facilities  w hich include
Souther n Calif ornia Edis on’ s (SCE)  230 kV line at the Pastoria s ubstation which f eeds into
the Midway S unset Control Center  ( MSCC) 15 via Pacific G as and Electr ic’s (P G&E)
tr ansmiss ion f acilities; pr oximity to the Kern-M ojave natural gas  pipeline; and other  exis ting
infr astructure, s uch as road acces s and water r es our ces.

6) The proposed project is a mar ket-based res ponse to the deregulation of California’ s
electricity indus tr y.  P etitioners  expect that power  produced by the project will be sold
through the Calif or nia P ower Exchange ( PX) , and through bilateral s ales in other w holes ale
and retail pow er- marketing outlets .  Petitioner s are negotiating with experienced power  plant
developer s to develop, f inance, construct, and operate the project.  Mar keting the project’s 
capacity and output will be the respons ibility of  the prospective project developer and
ow ner.

7) The Pastoria Power Project is designed as a baseload facility to provide operating
flexibility in response to the PX’s “day ahead” and “hour ahead” bidding processes. The
proposed project’s design will include load following capability to provide operating
flexibility to enable the plant to respond to price signals for quick startups and ramping
up to a baseload output and turning down to minimum load.  The project may also
provide peaking energy in excess of its baseload capacity.

8) Petitioners anticipate that the proposed project will participate in the Independent System
Operator’s (ISO) competitive bidding processes for acquisition of ancillary services.  The
project will tie into the ISO transmission grid at the existing Pastoria substation owned by
SCE.  High efficiency, low-cost generating facilities like the Pastoria Power Project are
less likely to be affected by transmission congestion than existing less efficient
generators.

9) The Pastoria Pow er  Pr oject is a merchant pr oject that is  not eligible f or  ratepayer  support
mechanisms.  The pr oposed project will be financed, built, and oper ated with pr ivate funds
that the owner s w ill provide entir ely at their ow n r is k.

                                                
15 The Pastoria substation is located between the Magunden and Bailey substations.  The output from the proposed
new Elk Hills, La Paloma, and Sunrise power plants would flow to the MSCC through the Magunden substation.
Output from the proposed new Antelope Valley, Midway Sunset expansion, High Desert, and Blythe projects would
also flow to MSCC through SCE’s Vincent substation via the Bailey and Pardee substations.



10) Petitioners are not registered with the PX, but they anticipate that the prospective
developers/marketers will be registered or will be affiliated with registered participants.

Since the pr oposed Pastoria Pow er  Pr oject is a s peculative endeavor, it could be subject to

subs tantial modif ication af ter a new ow ner /developer  takes res ponsibility for  the pr oject.  If  the new 

ow ner/developer f or  the Pastoria Pow er  Pr oject intends to make substantial changes to the project as

described in this  P etition, it w ill be neces sar y for  the new owner/developer to reapply f or an NO I

exemption.  Petitioner s are directed to submit the identity of  the pr oject’s ow ner  and developer to

Commiss ion s taff at leas t 30 days prior  to the filing of an AF C for  the Pastoria Pow er  Pr oject.

Failure to timely identify the owner and developer may result in the Commission’s requiring the

new project pr oponent to reapply f or an NO I exemption.

With the conditions  stated in the previous  paragr aph, we conclude that P etitioners ’ proposal f or a

natural gas- fired power plant pr oject is the “r es ult of a competitive solicitation or negotiation” for 

the sale of   its  electr ic power .  Under these circums tances, and in light of  the sw orn testimony

submitted by P etitioners  and dis cussed in this Decis ion, and bas ed on the precedent establis hed in

the Blythe Energy D ecision, the Pastoria Pow er  Pr oject as des cribed in the P etition and the record

herein, qualif ies  f or an exemption fr om the Notice of Intention as set f or th in Public Resources Code

section 25540.6(a)( 1).

Dated:_____________________ EN ERGY RESOU RCES CO NSERV ATI ON 
AN D DEV ELOPM ENT COMM IS SIO N

___________________________________ ____________________________________
RO BERT A. LA URIE DA VI D A . ROH Y, Ph.D .
Commiss ioner  and Pr esiding Member Vice Chair and As sociate Member
Ener gy Facility S iting Committee Ener gy Facility S iting Committee
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