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4.1  NEED FOR PROJECT

In September 1996, the State of California passed into law AB 1890, significantly restructuring California=s investor-owned utilities, and establishing open competition in the State's electricity market.  The law established an Oversight Board, an Independent System Operator (ISO), and a Power Exchange (PX).  The evaluation of demand conformance for an electric power plant has therefore, substantially changed from the perspective of State review in the siting process for merchant power plants.

In response to this institutional change, the California Energy Commission has adopted revised policy direction for the determination of need evaluation previously conducted as a part of the initial application process (Notice of Intent filing), and for the evaluation of demand conformance previously included in the Application for Certification.

With regard to the question of demand conformance, Commission policy adopted in April 1999
 and effective July 1, 1999 provides that, pursuant to the State=s policy to encourage a robust competitive market for electricity generation, all merchant power plants will be presumed to be needed, unless a proposed project can be conclusively shown to be anti-competitive.

The Blythe Energy Project Phase II (BEP II) is a merchant power plant that will be owned and operated by a private company, not affiliated with any California regulated utility.  BEP II will comply with the requirements of a "participating generator" under rules of the California Power Exchange and Independent System Operator, and will therefore conform to competitive requirements of the State of California.

Senate Bill 110 repealed Sections 25523(f) and 25524(a) of the Public Resources Code.  This will also amended other provisions related to the assessment of need for new resources.  One of these provisions removed the requirements that the Commission make a finding of need conformance in the power plant siting certification process.  Under Bill 110, the Public Resources Code (Section 25009) provided the following revisions:

ABefore the California electricity industry was restructured, the regulated cost recovery framework for power plants justified requiring the commission to determine the need for new generation, and site only power plants for which need were established.  Now that power plant owners are at risk to recover their investments, it is no longer appropriate to make this determination.@
Therefore, Applications for Certification (AFCs) are no longer subject to the determination of need conformance if the decision is after January 1, 2000.  The AFC for the BEP II will occur after this date so is no longer subject or required to include a need conformance finding.

Due to the shortfall in energy available in the California market during the second and third quarters of 2001, the Governor of California, Mr. Gray Davis, issued several Executive Orders dealing with this energy shortage.  A summary of these Executive Orders are provided as follows:

· Executive Order D-26-01 (dated February 2001) – This Executive Order accelerated the review period for power plant not subject to the jurisdiction of the California Energy Resources Conservation and Development Commission.  This executive order focused on peaking (e.g., simple cycle) and renewable power plant.

· Executive Order D-28-01 (dated March 2001) – This Executive Order modified procedural requirements of the Warren-Alquist Act and Executive Orders D-22-01, D-24-01, D-25-01, and D-26-01 to timely expedite review of peaking or renewable power plant.

· Executive Order D-40-01 (dated June 2001) – This Executive Order encourages California generators to maximize generation capacity.  Additionally, this Executive Order provided local air districts with discretion in allowing natural gas-fired power plant to operate in excess of their hourly, daily, quarterly, and/or annual air emissions.

The focus of these and other Executive Orders (e.g., D-44-01 to reoperate the Kern County Power Plant) were to increase the availability of electrical power in the State of California in the shortest time frame possible to meet electrical energy demands and eliminate or minimize to the extent possible electrical shortages.
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�	Proposal by the ER96 Standing Committee for an Addendum to ER96 on the Integrated Assessment of Need and Associated Need Criteria. The addendum establishes a rebuttable presumption, to be applied in every power plant certificate case, that a plant is in conformance with the Aintegrated assessment of need" established within the CEC's Electricity Report of 1996 (ER 96).  Section 25524 of the PRC restricts certification to those power plants found to be in conformance with the established Aintegrated assessment of need".
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