
STATE OF CALIFORNIA                                                                                                       ARNOLD SCHWARZENEGGER, Governor 

PUBLIC UTILITIES COMMISSION  
505 VAN NESS AVENUE                                                                                                                                                                                  

SAN FRANCISCO, CA  94102-3298 

                 

                                                                                         
   January 28, 2009  
                                                                                                  

                                                                                                                                          Advice Letter 3280-E 
 
Brian K. Cherry                                                                                                  
Vice President, Regulatory Relations                                                          

 Pacific Gas and Electric Company                                                               
 77 Beale Street, Mail Code B10C 
            P.O. Box 770000 
 San Francisco, CA  94177 
 
  

Subject:  Contracts for Procurement of Renewable Energy Resources 
                Resulting from PG&E’s Power Purchase Agreements with 
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Dear Mr. Cherry: 

 
   Advice Letter 3280-E is effective December 18, 2008 per Resolution E-4213. 
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Julie A. Fitch, Director 
Energy Division 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



June 12, 2008 
 
Advice 3280-E   
(Pacific Gas and Electric Company ID U39 E) 
 
Public Utilities Commission of the State of California 
 
Subject:  Contracts for Procurement of Renewable Energy Resources 

Resulting from PG&E’s Power Purchase Agreements with San 
Joaquin SOLAR 1 LLC and San Joaquin SOLAR 2 LLC  

 
I. PURPOSE AND OVERVIEW 
 
Pacific Gas and Electric Company (“PG&E”) seeks California Public Utilities 
Commission (“Commission” or “CPUC”) approval of two power purchase 
agreements (“PPAs”) for solar/biofuel hybrid renewable power that PG&E has 
executed with San Joaquin SOLAR 1 LLC and San Joaquin SOLAR 2 LLC 
(collectively, “San Joaquin Solar”) as a result of PG&E’s 2007 Renewables 
Portfolio Standard (“RPS”) Solicitation. 
 
The Commission’s approval of the PPAs will authorize PG&E to accept deliveries 
of RPS-eligible energy from the San Joaquin Solar projects near Coalinga, 
California (“Projects”) beginning June 30, 2011 for a term of 20 years, with a total 
capacity of 106.8 megawatts (“MW”) and deliveries of approximately 700 gigawatt 
hours (“GWh”) per year.  Energy deliveries under the PPAs are competitively 
priced below the 20-year 2007 Market Price Referent (“MPR”).  These deliveries 
will contribute to PG&E’s 20 percent portfolio goal through flexible compliance, 
and will contribute to PG&E’s RPS goals in the years beyond 2010.   
 
PG&E requests that the Commission issue a resolution no later than October 16, 
2008, containing the findings required by the definition of CPUC Approval adopted 
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by Decision (“D”) 07-11-025 and incorporated in the PPAs so that the PPAs will 
remain in effect.1 
 
In support of this request, PG&E has provided Confidential Appendices A through 
H, which address the reasonableness of the PPAs.  As discussed below under the 
heading “Request for Confidential Treatment,” PG&E is seeking confidential 
treatment of the information contained in these appendices. 
 
II. DETAILED DESCRIPTION OF THE PROJECTS 
 
The PPAs are the first contracts executed as a result of PG&E’s 2007 RPS 
Solicitation.  The PPAs involve the development of two new identical solar/biofuel 
hybrid power generation facilities near Coalinga, California.   
 
The Projects will use a combination of the solar thermal trough technology 
originally developed by LUZ International, Ltd. and biomass fuel to produce RPS-
eligible renewable power.  The biofuel component of the Projects’ configurations 
will increase the Projects’ overall renewable power production beyond what would 
result if the Projects used only solar technology.  San Joaquin Solar is currently in 
the process of negotiating contracts for supplies of biofuels (agricultural wastes, 
green wastes and manure) with a number of aggregators in the San Joaquin Valley.   
 
The following table summarizes the substantive features of the PPAs:  
 

Generating 
Facility 

Type Term 
Years 

MW 
Capacity 

Annual 
Deliveries 

Commercial 
Operating 

Date 

Project 
Location 

San Joaquin 
Solar 

Solar/ 
Biofuel 
 

20 years 106.8 
MW 
total; 
53.4 MW 
per PPA 
  

700 GWh 
total; 350 
GWh per 
PPA 

June 30, 
2011 

Coalinga, CA 
 

 
Copies of the PPAs are provided in Confidential Appendix G and a contract 
analysis is provided in Confidential Appendix D.   
III. PRG PARTICIPATION AND FEEDBACK  

                                            
 
1 As provided by D.07-11-025, the Commission must approve the PPAs and payments to be made 
thereunder, and find that the procurement will count toward PG&E’s RPS procurement obligations.   
 



Advice 3280-E - 3 - June 12, 2008
 
 
 

 
PG&E informed its Procurement Review Group (“PRG”) of the proposed 
transactions on September 21, 2007, November 30, 2007, January 9, 2008 and 
March 14, 2008.  None of the PRG members objected to PG&E’s execution of the 
PPAs.  
 
IV. THE SAN JOAQUIN SOLAR PPAS ARE CONSISTENT WITH THE 

COMMISSION’S RPS-RELATED DECISIONS 
 

A. Consistency with PG&E’s Adopted RPS and Long-Term 
Procurement Plans 

 
1. Consistency with Identified Renewable Resource Needs 

 
PG&E’s 2007 renewable procurement plan (“Plan”) was approved in D.07-02-011 
on February 15, 2007.  As required by statute, the Plan includes an assessment of 
supply and demand to determine the optimal mix of renewable generation 
resources, consideration of compliance flexibility mechanisms established by the 
Commission, and a bid solicitation setting forth the need for renewable generation 
of various operational characteristics.2   
 
The goal of PG&E’s approved Plan was to procure approximately one to two 
percent of its retail sales volume, or between 750 GWh and 1,500 GWh per year, 
with delivery terms of 10, 15 or 20 years.    
 
With expected RPS-eligible energy deliveries of approximately 700 GWh per year 
for a term of 20 years beginning in 2011, the PPAs meet the criteria for renewables 
procurement contained in the Plan.  Deliveries under the PPA will contribute to 
both PG&E’s 2010 RPS target (through flexible compliance) and to PG&E’s RPS 
obligations in the years beyond 2010. 
 

2. Consistency with RPS Solicitation Protocol 
 

The Projects were originally submitted in PG&E’s 2006 RPS Solicitation, but were 
rolled over to the 2007 RPS Solicitation.  The report of the Independent Evaluator, 

                                            
 
2 Pub. Util. Code § 399.14(a)(3). 
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contained in public Appendix I to this Advice Letter, provides a narrative 
description of how PG&E conducted its 2007 Solicitation. 
 
PG&E generally followed the RPS Solicitation schedule set forth in its Solicitation 
Protocol, but the schedule for concluding negotiations was extended.  The resulting 
2007 Solicitation schedule is shown below: 
 
 

Date Event 
March 12, 2007 PG&E issued Solicitation 
March 23, 2007 Participants filed Notice of Intent to bid 
April 3, 2007  Bidders Conference 
May 11, 2007 Bidders Workshop 
May 31, 2007 Deadline for Participants to submit offers 
June 21, 2007 PG&E presented preliminary Shortlist to the 

PRG 
June 29, 2007 PG&E distributed revised and finalized 

Shortlist to the PRG 
July 30, 2007 PG&E reported Shortlist to Commission 
September 21, 2007 
November 30, 2007 
January 9, 2008 
March 14, 2008 
 

PG&E updated the PRG on the status of 
negotiations with shortlisted bidders, 
including San Joaquin Solar 

June 12, 2008 PG&E submits San Joaquin Solar PPAs for 
Commission approval 

 
Using its CPUC-approved Solicitation Protocol and forms of power purchase 
agreements, PG&E commenced its solicitation on March 12, 2007.  PG&E accepted 
bids until May 31, 2007, consistent with the published schedule.  PG&E evaluated 
and scored the bids in the manner prescribed in the Solicitation Protocol.  In 
particular, evaluation of the offer price took into account PG&E’s published Time 
of Delivery (“TOD”) factors and imputed the potential cost of transmission adders.  
PG&E scored the offers pursuant to a methodology that attributed the proper weight 
to market valuation, portfolio fit, credit and other non-price factors described in the 
Solicitation Protocol. 
 
PG&E ranked the bids, placed them on PG&E’s Shortlist and presented them to 
PG&E’s PRG on June 29, 2007.  PG&E notified short-listed bidders and 
commenced negotiations with short-listed bidders once they submitted the required 
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bid deposit.  PG&E presented the interim results of negotiations to the PRG on 
several occasions between September 2007 and March 2008. 

 
3. Consistency with PG&E’s Long Term Procurement Plan 
 

PG&E’s 2006 long-term procurement plan (“LTPP”) stated that PG&E would 
aggressively pursue procurement of RPS-eligible renewable resources.  In 
approving PG&E’s 2006 LTPP, the Commission noted that development of 
renewable energy is “of great importance to the Governor, the State of California, 
and the Commission.”3  The PPAs are consistent with PG&E’s 2006 LTPP and with 
Commission policy regarding renewable energy.   
 

B. Consistency of Bid Evaluation Process with Least-Cost Best Fit 
Decision   

 
The RPS statute requires the “least cost, best fit” (“LCBF”) eligible renewable 
resources to be procured.4  The Commission’s LCBF decision directs the utilities to 
use certain criteria in their bid ranking.5  It offers guidance regarding the process by 
which the utility ranks bids in order to select or “shortlist” the bids with which it 
will commence negotiations.  The renewables bid evaluation process focuses on 
four primary areas: 
 

1. Determination of market value of bid, 
2. Calculation of transmission adders and integration costs, 
3. Evaluation of portfolio fit, and 
4. Consideration of non-price factors. 

 
Based on these factors, the PPAs are highly competitive with other offers received 
in the 2007 RPS Solicitation.  The Projects represent LCBF renewables 
procurement opportunities.   
 
 
 

1. Market Valuation 
                                            
 
3 D.07-12-052 at 73. 
 
4 Pub. Util. Code § 399.14(a)(2)(B). 
 
5 D.04-07-029. 
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In a “mark-to-market analysis,” the present value of the bidder’s payment stream is 
compared with the present value of the product’s market value to determine the 
benefit (positive or negative) from the procurement of the resource, irrespective of 
PG&E’s portfolio.  This analysis includes evaluation of the bid price and indirect 
costs, such as transmission and integration costs.  PG&E’s analysis of the market 
values of the PPAs is addressed in Confidential Appendix D. 
 

2. Portfolio Fit  
 
Portfolio fit considers how well an offer’s features match PG&E’s portfolio needs.  
The PPAs fit PG&E’s portfolio in a satisfactory manner.   
 

3. Consistency with the Transmission Ranking Cost Decision 
 
Under the RPS program, the potential cost of accepting energy deliveries from a 
particular project must be considered when determining a project’s value.  San 
Joaquin Solar is responsible for all costs for the interconnection and any 
transmission upgrades required for the Projects.  PG&E considered both the 
relevant transmission adder under its 2007 Transmission Ranking Cost Report and 
alternative transmission arrangements in its evaluation of the Projects.   
 
Potential congestion may occur from accepting deliveries of power from the 
Projects under the California Independent System Operator’s (“CAISO”) Market 
Redesign and Technology Upgrade (“MRTU”).  PG&E considered these potential 
costs in its evaluation of the Projects.  This congestion risk can be managed through 
acquisition of congestion revenue rights (“CRRs”).  The Projects will become part 
of PG&E’s overall portfolio and congestion will be managed at the portfolio level 
using CRRs and other available congestion risk hedging products.   
 
PG&E’s transmission evaluation is further discussed in Confidential Appendix D. 
 

4. Consistent Application of TODs 
 
TOD factors are applied to a non-time differentiated purchase price in order to 
weight payments according to the value of electricity delivered during various 
periods.  PG&E applied the TOD factors published in its 2007 Solicitation Protocol 
to the PPAs.   
 

5. Qualitative Factors 
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PG&E considered qualitative factors as required by D.04-07-029 and D.07-02-011 
when evaluating the PPAs.  Approval of the PPAs will add to the diversity of 
technologies in PG&E’s renewables portfolio.  

 
C. Consistency with Adopted Standard Terms and Conditions 
 

The Commission set forth standard terms and conditions to be incorporated into 
RPS agreements in D.04-06-014, D.07-02-011 as modified by D.07-05-057, and 
D.07-11-025.  These terms and conditions were compiled and published by D.08-
04-009.  The non-modifiable terms in the PPAs conform exactly to the non-
modifiable terms set forth in Attachment A of D.07-11-025 and Appendix A of 
D.08-04-009. 
 
Changes have been made to the terms that the Commission has designated as 
modifiable in D.07-11-025 and D.08-04-009 based upon mutual agreement reached 
during negotiations.  Confidential Appendix H identifies the changes made to these 
modifiable standard terms and conditions from their form in the 2007 Solicitation 
Protocol issued on March 12, 2007.   
 
Each provision in the PPAs is essential to the negotiated agreements between the 
parties and the Commission should therefore not modify any of the provisions.  The 
Commission should consider the agreements as a whole, in terms of their ultimate 
effect on utility customers.  PG&E submits that the PPAs protect the interests of its 
customers while achieving the Commission’s goal of increasing procurement from 
eligible renewable resources.  
 

D. Consistency with Minimum Quantity Decision 
 
The PPAs are long-term contracts with new facilities and thus count towards 
PG&E’s procurement obligation for 2008 under D.07-05-028.  With the exception 
of one contract, all of the RPS contracts that PG&E has executed in 2008 are long-
term and/or with new facilities.  
 
 
 
V. MPR 
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The actual price of the PPAs is confidential, market sensitive information.  The 
levelized price over the term of each of the PPAs is below the 2007 MPR for a 
project with a 20-year delivery term beginning in 2011.  
  
VI. PROJECT VIABILITY 
 
There is a reasonable likelihood that the Projects will be financed and completed as 
required by the PPAs and will be available to deliver energy by the guaranteed 
commercial operation dates.  PG&E has reviewed the credit-related information 
provided by San Joaquin Solar and is satisfied that it possesses the necessary credit 
and experience to perform as required by the PPAs.  The PPAs include guaranteed 
construction start dates and guaranteed commercial operation dates.  San Joaquin 
Solar’s obligation to meet these milestones is supported by significant performance 
assurance securities. 
 
The design of the two Projects will be identical.  Each will apply the Solar Electric 
Generating System (“SEGS”) technology that was originally developed by LUZ 
International, complemented by design improvements from the construction, 
operation and maintenance of the SEGS facilities and the subsequent enhancements 
to systems, components and materials over the last decade.  The integration of the 
biofuel component with the operation of the solar field will increase the production 
of renewable power. 
 
San Joaquin Solar is required to exercise its option agreement for site control 
following final Commission approval of the PPAs.  
 
The likelihood that the Projects will generate renewable power as described in the 
PPAs is further evaluated in Confidential Appendix E, “Project Viability.” 
 
VII.  CONTINGENCIES AND PROJECT MILESTONES 
 
The PPAs identify construction start dates and commercial operation dates as 
guaranteed project milestones.  The PPAs are subject to no-fault termination if final 
CPUC Approval is not received within 240 days of the date the PPAs are filed for 
CPUC Approval.  Other contingencies and milestones are addressed in Confidential 
Appendix D. 
 
 
VIII.  TERMS AND CONDITIONS OF DELIVERY 
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The point of delivery will be the point of interconnection with the CAISO grid until 
implementation of MRTU or a successor program.  Post-MRTU or a successor 
program, the delivery point will be the point designated by the CAISO that most 
closely identifies the initial delivery point, or a successor delivery point that most 
closely resembles the initial delivery point. 
 
IX.  REGULATORY PROCESS 
 

A.  Requested Effective Date 
 

PG&E requests that the Commission issue a resolution approving this advice filing 
no later than October 16, 2008. 
 

B.  Earmarking 
 

PG&E is not currently proposing to earmark these contracts. 
 

C.  RPS-Eligibility Certification 
 
The PPAs include the standard representation and warranty that during the delivery 
period, the Projects will constitute eligible renewable energy resources certified by 
the California Energy Commission (“CEC”).  The Projects have not yet been 
certified by the CEC as eligible renewable energy resources.  The PPAs address the 
filing of applications for pre-certification with the CEC.   

 
D.  Request for Confidential Treatment 
 

In support of this Advice Letter, PG&E has provided the following confidential 
information, including the PPAs and other information that more specifically 
describes the rights and obligations of the parties.  This information is being 
submitted in the manner directed by the Administrative Law Judge’s Ruling 
Clarifying Interim Procedures for Complying with D.06-06-066, issued August 22, 
2006, to demonstrate the confidentiality of the material and to invoke the protection 
of confidential utility information provided by section 583 of the Public Utilities 
Code under either the terms of the IOU Matrix, Appendix 1 of D.06-06-066, or 
General Order 66-C.  A separate Declaration Seeking Confidential Treatment is 
being filed concurrently with this Advice Letter. 
 
Confidential Attachments: 
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Appendix A – Overview of 2004 – 2007 Solicitation Bids 
 
Appendix B – 2007 Bid Evaluations 
 
Appendix C – Independent Evaluator Report 
 
Appendix D – Contract Terms and Conditions Explained 
 
Appendix E – Project Viability 
 
Appendix F – Project’s Contribution Toward RPS Goals 
 
Appendix G – Power Purchase Agreements 
 
Appendix H – Standard Terms and Conditions Comparison – Modifiables 
 
Non-Confidential Attachment: 
 
Appendix I – Independent Evaluator Report, Public Version 
 

E. Compliance with the Greenhouse Gas Emissions Performance 
 Standard 

 
In D.07-01-039, the Commission adopted an Emissions Performance Standard 
(“EPS”) that applies to contracts for a term of five or more years for baseload 
generation with an annualized plant capacity factor of at least 60 percent.  
Generating facilities that use solar thermal electric (with up to 25 percent gas heat 
input) or biomass that would otherwise be disposed of using open burning, forest 
accumulation, landfill, spreading or composting are pre-approved as compliant with 
the EPS.  Accordingly, PG&E need not show that the net emissions rates of the San 
Joaquin Solar facilities do not exceed 1,100 lbs of CO2 per MWh.  PG&E has 
provided notice of the PPAs’ exemption from the interim EPS requirements by 
serving this Advice Letter on the service list in the RPS rulemaking, R.06-05-027.   
 
 
 
X. REQUEST FOR COMMISSION APPROVAL 
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The continued effectiveness of the PPAs is conditioned on the occurrence of 
“CPUC Approval,” as that term is defined in the PPAs.  Time is of the essence in 
the Commission’s consideration and approval of this Advice Letter.   
 
Therefore, PG&E requests that the Commission issue a resolution no later than 
October 16, 2008 that:   
 

1.  Approves the PPAs in their entireties, including payments to be made by 
PG&E pursuant to the PPAs, subject to the Commission’s review of 
PG&E’s administration of the PPAs. 

 
2.  Finds that any procurement pursuant to the PPAs is procurement from an 

eligible renewable energy resource for purposes of determining PG&E’s 
compliance with any obligation that it may have to procure eligible 
renewable energy resources pursuant to the California Renewables 
Portfolio Standard (Public Utilities Code Section 399.11 et seq.) (“RPS”), 
Decision (“D.”) 03-06-071 and D.06-10-050, or other applicable law. 

 
3.  Finds that all procurement and administrative costs, as provided by Public 

Utilities Code section 399.14(g), associated with the PPAs shall be 
recovered in rates. 

 
4.  Adopts the following finding of fact and conclusion of law in support of 

CPUC Approval:  
 

a. The PPAs are consistent with PG&E’s approved 2007 RPS 
procurement plan. 

 
b. The terms of the PPAs, including the price of delivered energy, 

are reasonable. 
 

5.  Adopts the following finding of fact and conclusion of law in support of 
cost recovery for the PPAs:  

 
a. The utility’s cost of procurement under the PPAs shall be 

recovered through PG&E’s Energy Resource Recovery Account.   
 
b. Any stranded costs that may arise from the PPAs are subject to 

the provisions of D.04-12-048 that authorize recovery of stranded 
renewables procurement costs over the life of the contract.  The 



Advice 3280-E - 12 - June 12, 2008
 
 
 

implementation of the D.04-12-048 stranded cost recovery 
mechanism is being addressed in Rulemaking (“R.”) 06-02-013.   

 
6.  Adopts the following findings with respect to resource compliance with the 

Emissions Performance Standard (“EPS”) adopted in R.06-04-009: 
 

a. PG&E has requested pre-approval of RPS-eligible procurement 
covered by SB 1368 as required by D.07-01-039. 

 
b. The generating facilities employ solar thermal electric (with up to 

25 percent gas heat input) and biomass that would otherwise be 
disposed of utilizing open burning, forest accumulation, landfill, 
spreading or composting. 

 
c. The renewable resources are pre-approved as compliant with the 

Interim EPS adopted by D.07-01-039. 
 
Protests:  
 
Anyone wishing to protest this filing may do so by sending a letter by July 2, 2008, 
which is 20 days from the date of this filing.  The protest must state the grounds 
upon which it is based, including such items as financial and service impact, and 
should be submitted expeditiously.  Protests should be mailed to: 
 

CPUC Energy Division 
Attention:  Tariff Unit, 4th Floor 
505 Van Ness Avenue 
San Francisco, California 94102 
 
Facsimile: (415) 703-2200 
E-mail: mas@cpuc.ca.gov and jnj@cpuc.ca.gov 
 

Copies should also be mailed to the attention of the Director, Energy Division, 
Room 4005 and Honesto Gatshalian, Energy Division, at the address shown above.   
 
The protest also should be sent via U.S. mail (and by facsimile and electronically, if 
possible) to PG&E at the address shown below on the same date it is mailed or 
delivered to the Commission. 
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Pacific Gas and Electric Company 
   Attention: Brian Cherry 
   Vice President, Regulatory Relations 
   77 Beale Street, Mail Code B10C 
   P.O. Box 770000 
   San Francisco, California 94177 
 
   Facsimile: (415) 973-7226 
   E-Mail: PGETariffs@pge.com  

 
Effective Date: 
 
PG&E requests that the Commission issue a resolution approving this advice filing 
no later than October 16, 2008.   
 
Notice: 
 
In accordance with General Order 96-B, Section IV, a copy of this Advice Letter 
excluding the confidential appendices is being sent electronically and via U.S. mail 
to parties shown on the attached list and the service lists for R.06-02-012, R.06-02-
013 and R.06-05-027.  Non-market participants who are members of PG&E’s 
Procurement Review Group and have signed appropriate Non-Disclosure 
Certificates will also receive the Advice Letter and accompanying confidential 
attachments by overnight mail.  Address changes should be directed to Rose De La 
Torre (415) 973-4716.  Advice letter filings can also be accessed electronically at: 
 
http://www.pge.com/tariffs 
 

 
Brian K. Cherry 
Vice President - Regulatory Relations 
 
 
cc: Service List for R.06-05-027 
 Service List for R.06-02-013 
 Service List for R.06-02-012 
 Paul Douglas - Energy Division 
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Attachments 
 
Limited Access to Confidential Material: 
 
The portions of this Advice Letter marked Confidential Protected Material are 
submitted under the confidentiality protection of Section 583 of the Public Utilities 
Code and General Order 66-C.  This material is protected from public disclosure 
because it consists of, among other items, the contracts themselves, price 
information, and analysis of the proposed RPS contracts, which are protected 
pursuant to D.06-06-066.  A separate Declaration Seeking Confidential Treatment 
regarding the confidential information is filed concurrently herewith.  
 
Confidential Attachments: 
 
Appendix A – Overview of 2004 – 2007 Solicitation Bids 
 
Appendix B – 2007 Bid Evaluations 
 
Appendix C – Independent Evaluator Report 
 
Appendix D – Contract Terms and Conditions Explained 
 
Appendix E – Project Viability 
 
Appendix F – Project’s Contribution Toward RPS Goals 
 
Appendix G – Power Purchase Agreements 
 
Appendix H – Standard Terms and Conditions Comparison – Modifiables 
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