
STATE OF CALIFORNIA                                                                                                       ARNOLD SCHWARZENEGGER, Governor 

PUBLIC UTILITIES COMMISSION  
505 VAN NESS AVENUE                                                                                                                                                                                  

SAN FRANCISCO, CA  94102-3298 

                 

                                                                                         
   August 5, 2009  
                                                                                                  

                                                                                                                                              Advice Letter 3433-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:  Withdrawal of Sierra Pacific Industries Susanville Power 
                 Purchase Agreement Restructuring AL 3433-E 
 
 
Dear Mr. Cherry: 

 
   Advice Letter 3433-E is withdrawn as requested in your letter dated July 28, 2009. 
 
  

Sincerely, 

 
Julie A. Fitch, Director 
Energy Division 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 

 
March 13, 2009 
 
 
Advice 3433-E 
(Pacific Gas and Electric Company ID U 39 E) 
 
 
Public Utilities Commission of the State of California 
 
SUBJECT: Sierra Pacific Industries Susanville Power Purchase Agreement 

Restructuring Advice Letter Filing   
 
Pacific Gas and Electric Company (“PG&E”) seeks Commission approval of an 
amendment (“Amendment”) of its Interim Standard Offer 4 Power Purchase Agreement 
(“ISO4 PPA”) with Sierra Pacific Industries (“SPI”) that will allow output from SPI’s 
currently operational Sonora facility (“Sonora”) to replace output from SPI’s now 
dismantled Susanville facility (“Susanville”).  The transaction is expected to increase 
PG&E’s annual renewable energy receipts by approximately 17 Gigawatt hours (“GWh”) 
per year at a levelized price below the 2007 Market Price Referent (“MPR”).   
 
Commission review and approval of the ISO4 PPA should be granted pursuant to the 
Restructuring Advice Letter Filing (“RALF”) procedure adopted in Decision (“D.”) 98-
12-066, because this Amendment will increase deliveries of biomass energy from a 
reliable generator at significant savings compared to procuring renewable energy at the 
current MPR, The Substitution Agreement is included as Confidential Appendix A; the 
existing ISO4 PPA and its related amendments and agreements are included as Public 
Appendix B1 and Confidential Appendix B2, respectively.  The Amendment anticipates 
CPUC Approval within the time frame prescribed by the RALF procedure.   
 

 
Brian K. Cherry 
Vice President 
Regulatory Relations 

77 Beale Street, Room 1087             
San Francisco, CA  94105 
 
Mailing Address 
Mail Code B10C 
Pacific Gas and Electric Company 
P.O. Box 770000 
San Francisco, CA  94177 
 
415.973.4977      
Internal: 223.4977 
Fax:  415.973.7226 
Internet: BKC7@pge.com 
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A.  PURPOSE 

 
PG&E requests that the Commission issue a resolution no later than June 18, 2009, that: 
 
1. Approves the Amendment as reasonable and prudent; 
 
2. Authorizes recovery of all payments made under the Amendment, subject only to 

ongoing CPUC review with respect to the reasonableness of PG&E’s administration 
of the Amendment, existing ISO4 PPA, and prior amendments; 

 
3. Finds that any procurement pursuant to the Amendment 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 03-06-071 and Decision 06-10-050 or other 
applicable law; 

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

Code Section 399.14(g) associated with the Amendment shall be recovered in rates. 
 
5.  Adopts the following finding of fact and conclusion of law in support of CPUC 

approval: 
a. The Amendment is consistent with PG&E’s 2008 RPS procurement plan. 
b. The terms of the Amendment, including the price of delivered energy, are 

reasonable. 
 

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

 
a.  The utility’s costs under the Amendment shall be recovered through PG&E’s 

Energy Resource Recovery Account.   
 
b. Any stranded costs that may arise from the Amendment 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 implementation of the D.04-
12-048 stranded cost recovery mechanism is addressed in D.08-09-012.   

 
7.  Finds that the Amendment complies with the Emissions Performance Standard 

(“EPS”) adopted in D.07-10-039 because the generator uses biomass that would 
otherwise be disposed of utilizing open burning, forest accumulation, landfill 
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(uncontrolled, gas collection with flare, gas collection with engine), spreading or 
composting.1 

B.  BACKGROUND 
 
On October 17, 2008, PG&E presented details of the Amendment to its Procurement 
Review Group (“PRG”).  On January 28, 2009, PG&E provided the Division of 
Ratepayer Advocates (“DRA”) with a draft of this Advice Letter, the Substitution 
Agreement (“Confidential Appendix A”), the existing ISO4 PPA (“Public Appendix B1”) 
and previous amendments to the existing ISO4 PPA (“Confidential Appendix B2”), 
Contract Summary (“Appendix C”), Summary of the Transaction (“Confidential 
Appendix D”), PG&E’s Operational Viability Assessment (“Confidential Appendix F”), 
Historic Output Comparison (“Appendix G”), and PG&E’s Customer Benefits Analysis 
(“Confidential Appendix H”).  On March 10, 2009, the DRA issued a letter supporting 
this filing.  The DRA letter is attached as Confidential Appendix E. 
 
SPI Susanville PPA 
The Amendment substitutes an operational 7.5 MW biomass facility in Sonora, 
California in the place of a no longer operational 12.5 MW nameplate capacity biomass 
generating facility in Susanville, California to enable SPI to continue, and enhance, its 
deliveries of energy and capacity under an ISO4 PPA.  
  
PG&E signed the ISO4 PPA with SPI for deliveries from the Susanville facility in 
September 1984.  The facility was operational at the time of contract execution and 
delivered energy until it was shut down in May, 2004; it was subsequently 
decommissioned and dismantled.  The ISO4 PPA delivery dates, term, and nameplate 
capacity of the Susanville generating facility as established in 1984 and subsequently 
amended are shown in Public Appendix B1 and Confidential Appendix B2, respectively. 
All of these transactions have been approved by the Commission. 
 
The Sonora facility was purchased by SPI from Snider Lumber L.P. in 1995.  To SPI’s 
and PG&E’s knowledge, the facility has never generated power for sale to PG&E 
pursuant to a PPA.  Using the Sonora facility instead of the Susanville facility, SPI will 
deliver to PG&E’s customers the equivalent of the deliveries required under the CPUC-
approved ISO4 PPA, plus an additional 17,000 MWh/yr.  A representative Delivery 
History is shown in Appendix G.  
 
PG&E Corporation and its affiliate, Pacific Gas and Electric Company, are not and have 
never been affiliated in any way with Sierra Pacific Industries. 
 

                                                 
1 See, D.07-10-039, Conclusion of Law 35 and Attachment 7, pp.4 and 5. 
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The amendment complies with the EPS adopted by the Commission in D.07-10-039 
because the Sonora generating facility utilizes wood waste that would otherwise be 
burned or left to compost.  
 
C.  THE GENERATING FACILITIES 
 
The contract summaries, including counterparty, resource type, location, capacity, 
expected deliveries, delivery point, length of contract, and online date of the ISO4 PPAs 
with Susanville and Sonora are shown in Appendix C. 
 
D.  FACILITY OWNERSHIP 
 
PG&E has no ownership interest in any of the generating facilities at Sonora or 
Susanville. 
 
E. HISTORIC PERFORMANCE OPERATION AND COMPLIANCE WITH 
EFFICIENCY STANDARDS 
 
1.  Historical Performance of the Facilities 
 
From 1986-2004, the Susanville Facility operated at capacity factors ranging from 13%-
63%; the average generation was about 60 GWh per year2.  Historical Deliveries for the 
Susanville facility are provided in Appendix G.  The Sonora Facility has not operated 
under a PPA with PG&E although projected deliveries are expected to be about 17 and 
could be as high as 42 GWh per year.  The pattern of Sonora’s historic deliveries is 
shown in Appendix G.  
 
2.  Energy and Capacity payments 
 
Susanville receives both energy and capacity payments under the ISO4 PPA.  Capacity 
payments for both firm and as-delivered capacity are expressed in $ per kw-yr.  This 
Amendment does not modify any of the energy payments.  The terms of the ISO4 PPA 
and the associated 2002 Settlement between PG&E and SPI will apply to the Sonora 
facility.  
 
3.  Compliance with Performance and Efficiency Standards 
 
As an Eligible Renewable Resource fueled by biomass, Sonora meets the FERC-
mandated operating and efficiency standards applicable to cogenerators.  

                                                 
2 Excludes years 2001 and 2002 when the facility was not selling to PG&E.   
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F.  SUMMARY OF THE TRANSACTION DOCUMENTS 
 
A complete summary of the Amendment is contained in Confidential Appendix D 
attached to this advice letter. 
 
G.  CUSTOMER BENEFITS AND SHAREHOLDER INCENTIVE 
 
The Amendment will increase deliveries of renewable energy from a reliable generator at 
significant savings compared to both the 2007 MPR and the 2008 MPR.  A description of 
the customer benefits are contained in Confidential Appendix H.  PG&E is not seeking a 
shareholder incentive for this transaction.  
 
H.  LEGAL OR REGULATORY DISPUTES 
 
This Transaction does not resolve any current or recent legal or regulatory dispute 
associated with SPI.  There are no current disputes between PG&E and SPI.   
 
I.  PROJECTED ECONOMIC AND OPERATIONAL VIABILITY 
 
Biomass is a known renewable technology.  The Sonora facility is co-located with a saw 
mill that is projected to operate throughout the delivery term.  A further discussion of the 
projected economic and operational viability of Sonora is contained in Public Appendix 
G attached to this advice letter. 
 
J.  DRA LETTER 
 
As required by the RALF procedure established in D.98-12-066, PG&E sought a 
Qualifying Facility Restructuring Reasonableness Letter (QFRRL) of support or no 
opposition from the DRA.  In response to this request, Cynthia Walker, Program 
Manager with DRA, provided a letter dated March 10, 2009 to Gary Jeung, PG&E’s 
Senior Director of Structured Transactions, which finds the Amendment reasonable and 
in the best interest of PG&E’s ratepayers. The Commission should confirm DRA’s 
conclusions and recommendations.   
  
K.  PROTESTS 
 
Anyone wishing to protest this filing may do so by sending a letter by April 2, 2009, 
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.   
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Pursuant to D.98-12-066, this RALF may be protested on one or more of the following 
grounds: 
 

a.  PG&E did not properly serve or give notice of the advice letter; 

b.  The relief requested in the advice letter would violate statute or Commission 
order; 

c.  The advice letter contains material errors, or it does not follow the 
Commission’s approved methodology, if any; or 

d.  The proposed restructuring is unjust, unreasonable, or discriminatory, 
provided, however, that this advice letter is not subject to protest on these 
grounds if such protest would require re-litigating a prior order of the 
Commission. 

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 of protests also should be mailed to the attention of the Director, Energy Division, 
Room 4004, at the address shown above. 
 
The protest should be sent via both e-mail and facsimile to PG&E on the same date it is 
mailed or delivered to the Commission at the address shown below. 
 

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 
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EFFECTIVE DATE 
 
PG&E requests that this advice filing become effective on June 18, 2009.   
 
NOTICE 
 
D.98-12-066 provides that RALFs should be served on the Consumer Service & 
Information Division (“CSID”), the DRA, and on PG&E’s restructuring advice letter 
service list and any other third parties as specified by the Energy Division or other 
Commission order or statute.  PG&E has served copies on CSID and DRA.  However, 
D.03-01-034 closed the restructuring dockets effective January 16, 2003.  Therefore, in 
accordance with Section IV, of General Order No. 96-B, PG&E is sending a copy of this 
advice letter, excluding the confidential appendices, electronically and via U.S. mail to 
parties shown on the service list of R.06-05-027 and R.01-10-024 and to the attached list.   
Non-market participants who are members of PG&E’s PRG and have signed appropriate 
Non-Disclosure Certificates will also receive the advice letter and accompanying 
confidential appendices by overnight mail. 

 
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 contract itself, price information, and analysis of the proposed 
RPS contract, which are protected pursuant to D.06-06-066 and D.08-04-023.  A separate 
Declaration Seeking Confidential Treatment regarding the confidential information is 
filed concurrently herewith. 
 
 
Sincerely, 
 

 
Brian K. Cherry 
Vice President - Regulatory Relations 
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Index of Appendices: 
 
Confidential Appendix A –   Amendment 
Public Appendix B1 – Existing ISO4 Power Purchase Agreements  
Confidential Appendix B2 - Prior Confidential Amendments and Agreements 
Public Appendix C-     Contract Summaries 
Confidential Appendix D – Summary of the Transaction Documents and 

Transaction Details 
Confidential Appendix E – DRA Letter of Conditional Support 
Confidential Appendix F – Operational Viability Assessment 
Public Appendix G – Historical Output of Project and Payment History 
Confidential Appendix H – Customer Benefits Analysis 
 
 
 



 

CALIFORNIA PUBLIC UTILITIES COMMISSION 
ADVICE LETTER FILING SUMMARY 

ENERGY UTILITY  

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed) 

Company name/CPUC Utility No. Pacific Gas and Electric Company (ID U39 M) 

Utility type:   Contact Person: David Poster 

 ELC  GAS        Phone #: (415) 973-1082 

 PLC  HEAT  WATER E-mail: DXPU@pge.com  

EXPLANATION OF UTILITY TYPE 

ELC = Electric              GAS = Gas  
PLC = Pipeline              HEAT = Heat     WATER = Water 

(Date Filed/ Received Stamp by CPUC) 

Advice Letter (AL) #: 3433-E Tier: [3] 
Subject of AL:  Sierra Pacific Industries Susanville Power Purchase Agreement Restructuring Advice Letter Filing   
Keywords (choose from CPUC listing): PPA/RALF 
AL filing type:  Monthly  Quarterly   Annual   One-Time   Other _____________________________ 
If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #:  
Does AL replace a withdrawn or rejected AL?  If so, identify the prior AL: No 
Summarize differences between the AL and the prior withdrawn or rejected AL:  
Is AL requesting confidential treatment?  If so, what information is the utility seeking confidential treatment for: Yes.  See 
the attached matrix that identifies all of the confidential information. 
Confidential information will be made available to those who have executed a nondisclosure agreement: All members of 
PG&E’s Procurement Review Group who have signed nondisclosure agreements will receive the confidential information. 
Name(s) and contact information of the person(s) who will provide the nondisclosure agreement and access to the 
confidential information: Hugh Merriam.  (415)-973-1269. 
____________________________________________________________________________________________ 
Resolution Required?  Yes  No   
Requested effective date: 6/18/2009 No. of tariff sheets: N/A 
Estimated system annual revenue effect (%):  N/A 
Estimated system average rate effect (%): N/A 
When rates are affected by AL, include attachment in AL showing average rate effects on customer classes (residential, small 
commercial, large C/I, agricultural, lighting). 
Tariff schedules affected:  N/A 
Service affected and changes proposed1: N/A 
Protests, dispositions,  and all other correspondence regarding this AL are due no later than 20 days after the date of this 
filing, unless otherwise authorized by the Commission, and shall be sent to: 
CPUC, Energy Division  Pacific Gas and Electric Company 
Tariff Files, Room 4005 
DMS Branch 
505 Van Ness Ave., San Francisco, CA 94102 
jnj@cpuc.ca.gov and mas@cpuc.ca.gov 

Attn: Brian K. Cherry, Vice President, Regulatory Relations 
77 Beale Street, Mail Code B10C 
P.O. Box 770000 
San Francisco, CA 94177 
E-mail: PGETariffs@pge.com 

 

                                                 
 











 
 
 
 
 
 
 
 

Public Appendix B1 
 

Existing IS04 Power Purchase Agreements 
 
 



























































































































































































Public Appendix C 
Contract Summary 

Counterparty Resource 
Type 

Location Capacity Expected 
2007 

Deliveries 

Delivery 
Point 

Length of 
Contract 

On-Line 
Date 

Sierra Pacific 
Industries 

Biomass Susanville, 
California 

15 MW 0 Gwh NP-15 7 Years Non-
Operational 

Sierra Pacific 
Industries 

Biomass Sonora, 
California 

7.5 MW 17 GWh NP-15 7 Years Operating 

 



Public Appendix G

Sierra Pacific Industries 
Susanville Historical Performance as Compared to Projected Sonora Output
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PG&E Gas and Electric 
Advice Filing List 
General Order 96-B, Section IV 
 

 

 Department of the Army  Northern California Power Association 
Aglet  Dept of General Services Occidental Energy Marketing, Inc. 
Agnews Developmental Center Division of Business Advisory Services OnGrid Solar 
Alcantar & Kahl Douglas & Liddell PPL EnergyPlus, LLC 
Ancillary Services Coalition Douglass & Liddell Pinnacle CNG Company 
Anderson & Poole Downey & Brand Praxair 
Arizona Public Service Company Duke Energy R. W. Beck & Associates  
BART Duncan, Virgil E. RCS, Inc. 
BP Energy Company Dutcher, John RMC Lonestar 
Barkovich & Yap, Inc. Ellison Schneider & Harris LLP Recon Research 
Bartle Wells Associates Energy Management Services, LLC SCD Energy Solutions 
Blue Ridge Gas FPL Energy Project Management, Inc. SCE 
Braun & Associates Foster Farms SESCO 
C & H Sugar Co. Foster, Wheeler, Martinez SMUD 
CA Bldg Industry Association Franciscan Mobilehome SPURR 
CAISO G. A. Krause & Assoc. Santa Fe Jets 
CLECA Law Office GLJ Publications Seattle City Light  
CSC Energy Services Goodin, MacBride, Squeri, Schlotz & 

Ritchie 
Sempra Utilities 

California Cotton Ginners & Growers Assn Green Power Institute Sequoia Union HS Dist 
California Energy Commission Hanna & Morton Sierra Pacific Power Company 
California League of Food Processors Heeg, Peggy A. Silicon Valley Power 
California Public Utilities Commission Hitachi Smurfit Stone Container Corp 
Calpine Hogan Manufacturing, Inc. Southern California Edison Company 
Cameron McKenna Imperial Irrigation District St. Paul Assoc. 
Cardinal Cogen Innercite Sunshine Design 
Casner, Steve International Power Technology Sutherland, Asbill & Brennan 
Cerox Intestate Gas Services, Inc. TFS Energy 
Chamberlain, Eric J. R. Wood, Inc. Tabors Caramanis & Associates 
Chevron Company JTM, Inc. Tecogen, Inc. 
Chris, King Los Angeles Dept of Water & Power Tiger Natural Gas, Inc. 
City of Glendale Luce, Forward, Hamilton & Scripps LLP Tioga Energy 
City of Palo Alto MBMC, Inc. TransCanada 
City of San Jose MRW & Associates Turlock Irrigation District 
Clean Energy Fuels Manatt Phelps Phillips U S Borax, Inc. 
Coast Economic Consulting Matthew V. Brady & Associates  United Cogen 
Commerce Energy McKenzie & Associates Utility Cost Management 
Commercial Energy Meek, Daniel W. Utility Resource Network 
Constellation Merced Irrigation District Utility Specialists 
Constellation New Energy Mirant Vandenberg Air Force 
Consumer Federation of California Modesto Irrigation District Verizon 
Crossborder Energy Morgan Stanley Wellhead Electric Company 
Davis Wright Tremaine LLP Morrison & Foerster Western Manufactured Housing 

Communities Association (WMA) 
Day Carter Murphy New United Motor Mfg., Inc. White & Case 
Defense Energy Support Center Norris & Wong Associates  eMeter Corporation 
Department of Water Resources North Coast SolarResources  

 


