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April 13, 2011 
 
 
Advice 3623-E-A 
(Pacific Gas and Electric Company ID U 39 E) 
 
 
Public Utilities Commission of the State of California 
 
Subject:  Supplemental Filing for Power Sales Agreements Between PG&E and 

Potrero Hills Energy Producers, LLC, and Sunshine Gas Producers, LLC  
 
Introduction 
 
Pacific Gas and Electric Company (“PG&E”) submits this supplemental filing to Advice 
Letter 3623-E that requests California Public Utilities Commission (“Commission”) 
approval of two Renewable Power Purchase Agreements (“PPAs”), one with Potrero 
Hills Energy Producers (“Potrero”) and the other with Sunshine Gas Producers, LLC 
(“Sunshine”), (collectively the “Projects”).  PG&E, Potrero and Sunshine have agreed to 
amendments to the PPAs (“Amendments”) since Advice Letter 3623-E was originally 
filed.  This supplemental filing includes the Amendments.  Each Amendment lowers the 
contract price until the seller passes the California Independent System Operator’s 
(“CAISO”) deliverability assessment test and is able to provide Resource Adequacy 
(“RA”) attributes to PG&E.  In addition, the Amendments clarify specific terms in the 
original PPAs and also modify the PPAs to include certain standard terms and conditions 
required by Decision (“D.”) 10-03-021, as amended by D.11-01-025.   
 
Background and Summary of Amendments 
 
The PPAs resulted from negotiations between PG&E and DTE Biomass Energy, Inc. 
(“DTEB”)  Potrero is a wholly-owned subsidiary of DTEB, and Sunshine is a 50-50 joint 
venture between Landfill Energy Systems (“LES”) and DTEB.  PG&E filed the PPAs for 
Commission approval on February 25, 2010, in Advice Letter 3623-E, which is currently 
pending before the Commission. 
 
Potrero is an 8 megawatt (“MW”) facility in Suisun City, California, expected to produce 
up to 56 gigawatt hours (“GWh”) per year, and Sunshine is a 20 MW facility in Sylmar, 
California, expected to produce 140 GWh per year.  The Sunshine Project is expected to 
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commence commercial operation in December 2014, and the Potrero Project is expected 
to commence operation in June 2015.  Under the original PPAs, PG&E agreed to 
purchase bundled RPS-eligible power and capacity from the Projects.  The Sellers 
anticipate, however, that they will not be able to deliver the RA capacity initially as 
provided in the original PPAs because of expected delays in obtaining CAISO 
Deliverability Assessments.  The Amendments modify the PPAs to allow deliveries to 
include only RPS-eligible bundled energy and non-RA-eligible capacity until the Projects 
obtain all necessary CAISO approvals for capacity to be counted under the RA rules.  
The Amendments also include a contract price reduction to reflect the reduced value for 
deliveries as a result of not receiving RA-eligible capacity.  The price reduction reflects 
the RA value assumed by PG&E when it evaluated the Projects. 
 
The Amendments also clarify certain guaranteed milestones in the PPAs.   
 
In addition, the Amendments provide clarity on the necessity of and timing to obtain 
CPUC Approval to authorize future agreements between the parties regarding the 
allocation of greenhouse gas (“GHG”) Costs. 
 
Finally, the Amendments modify the original PPAs to conform the provisions to the 
standard terms and conditions set forth in D.10-03-021 as modified by D.11-01-025.  The 
PPAs as amended contain provisions that conform exactly to the “non-modifiable” terms 
set forth in D.10-03-021 as modified by D.11-01-025 and in previous decisions, 
including D.07-11-025, D.08-04-009, and D.08-08-028.  The applicable non-modifiable 
terms may be found in the following sections and pages of the Amendments: 
 

Potrero PPA Sunshine PPA Non-Modifiable Term Section Page Section Page 
From Amendments 
STC REC-1 Transfer of renewable 
energy credits 

Amendment 
Item F 

2 Amendment 
Item F 

2 

STC REC-2 Tracking of RECs in 
WREGIS 

Amendment 
Item B 

2 Amendment 
Item B 

2 

 
The Amendments are attached as Confidential Appendix A.  Confidential Appendix B 
provides further explanation of the terms modified by the Amendments. 
 
The Amendments Will Benefit PG&E Customers 
 
PG&E is aggressively pursuing reasonably priced and viable opportunities to provide its 
customers with incremental renewable power in an effort to meet the state’s current and 
prospective RPS goals.  The Amendments have several benefits.  First, by recognizing 
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the challenges faced by new projects under the current RA rules, the Amendments 
increase the viability of these new in-state biomass projects and the certainty of deliveries 
to PG&E of RPS-eligible energy from the Projects.  Second, by decreasing the contract 
price for deliveries that do not include RA-eligible capacity, the Amendments provide 
continued incentives to the Seller to qualify for RA while appropriately valuing the actual 
deliveries.  The price reduction included in the Amendments reflects the RA value 
assumed by PG&E when it evaluated the Projects. 
 
Compliance Items 
 
In support of this supplement to Advice Letter 3623-E, PG&E encloses the following 
confidential attachments containing supporting documentation: 
 
Appendix A: 

   I.     Amendment to the PPA Between PG&E and Potrero 
   II.   Amendment to the PPA Between PG&E and Sunshine 

 
Appendix B   Summary of the Key Amendment Terms 

Appendix C   Independent Evaluator Report (Confidential) 

Protests 
 
Anyone wishing to protest this filing may do so by letter sent via U.S. mail, by facsimile 
or electronically any of which must be received no later than May 3, 2011, which is 
twenty (20) days from the date of this filing.  Protests should be mailed to:  
 

CPUC Energy Division 
Tariff Files, Room 4005 
DMS Branch 
505 Van Ness Avenue 
San Francisco, California  94102 
 
Facsimile: (415) 703-2200 
E-mail: jnj@cpuc.ca.gov and mas@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 also should be sent via U.S. mail (and by facsimile and electronically, if 
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possible) to PG&E at the address shown below on the same date it is mailed or delivered 
to the Commission:  
 

Pacific Gas and Electric Company 
    Attention: Jane K. Yura 
    Vice President, Regulation and Rates 
    77 Beale Street, Mail Code B10B 
    P.O. Box 770000 
    San Francisco, California 94177 
 
    Facsimile: (415) 973-6520 
    E-Mail: PGETariffs@pge.com  
 
Effective Date 
 
PG&E requests that this advice letter be approved no later than July 14, 2011.  PG&E 
submits this request as a Tier 3 advice letter. 
 
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.  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.  Address 
changes to the General Order 96-B service list should be directed to 
PGETariffs@pge.com.  For changes to any other service list, please contact the  
Commission’s Process Office at (415) 703-2021 or at Process_Office@cpuc.ca.gov.  
Advice letter filings can also be accessed electronically at http://www.pge.com/tariffs. 

 
Vice President – Regulation and Rates 
 
cc: PG&E’s Procurement Review Group 
 Service List for R.08-08-009 
 Service List for R.06-02-012 

Service List for R.08-02-007 
 Paul Douglas – Energy Division 

Sean Simon – Energy Division 
 
Attachments  
 



Advice No. 3623-E-A - 5 - April 13, 2011
 
 
Limited Access to Confidential Material: 
 
The portions of this Advice Letter marked Confidential Protected Material are submitted 
under the confidentiality protections of Sections 583 and 454.5(g) 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.  
 
Confidential Attachments: 
 
Appendix A:  

   I.    Amendment to the PPA Between PG&E and Potrero 
   II.  Amendment to the PPA Between PG&E and Sunshine 
 
Appendix B - Summary of the Key Amendment Terms 

Appendix C - Independent Evaluator Report (Confidential) 

Public Attachments: 

Appendix D – Independent Evaluator Report (Public) 
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 S U M M A RY  
 

This report provides an independent opinion about amendments to contracts between 
Pacific Gas and Electric Company (“PG&E”) and two project subsidiaries of DTE Energy 
(“DTE”) for the output of two proposed landfill gas-fueled generators.  The two 
subsidiaries1 are Sunshine Gas Producers, LLC (“Sunshine”) and Potrero Hills Energy 
Producers, LLC (“Potrero”), which propose to develop, construct, and operate facilities in 
Los Angeles County and Solano County, respectively.  An independent evaluator (“IE”), 
Arroyo Seco Consulting (“Arroyo”) had prepared and submitted IE reports to accompany 
PG&E’s advice letter filing for those contracts.2  In those prior IE reports Arroyo had 
expressed an opinion that these two contracts merited California Public Utilities 
Commission (“CPUC”) approval, based on their moderate to high value, low to moderate 
price, moderate project viability, moderate portfolio fit, and ability to contribute to long-
term Renewables Portfolio Standard (RPS) goals. 

Arroyo has reviewed the proposed execution versions of amendments to those two 
Power Purchase Agreements with Sunshine and Potrero, and has updated its prior analyses 
of the projects against the evaluation criteria used by the utility in selecting proposals in 
competitive solicitations.  The major findings are: 

• Arroyo did not directly observe the project-specific negotiations, but was 
contemporaneously briefed on them by the PG&E team and has reviewed 
correspondence between the parties including draft contract amendments; based 
on that, the IE believes that negotiations were conducted in a manner fair to 
ratepayers and competing developers; 

• Some of the changes made by these contract amendments are beneficial to 
ratepayers.  The most significant changes provide a financial remedy for the 
project companies to compensate ratepayers rather than to undergo an event of 
default that would lead to early termination of a contract, under certain 
circumstances.  Arroyo’s opinion is that this change is beneficial to ratepayers. 

• In an updated comparison, the amended contracts still rank attractively in 
comparison to competing proposals; Arroyo’s opinion is that: 

                                                      
1 The Sunshine project company is 50/50 co-owned by DTE Biomass Energy Inc. and Landfill 
Energy Systems, LLC, which itself is co-owned by Energy Investors Fund (through its United States 
Power Fund III L.P. private equity vehicle for investors) and Enpower Corp.  The DTE Biomass 
Energy team played the lead role in negotiating the Sunshine contract and for brevity the 
counterparty will be referred to in this appendix as DTE. 
2 Arroyo Seco Consulting, “Pacific Gas and Electric Company Bilateral Contract Evaluation:  Advice 
Letter Report of the Independent Evaluator on the Agreements with Sunshine Gas Producers, LLC 
and Potrero Hills Energy Producers, LLC”, February 24, 2010.  Arroyo refers the reader to the 
discussion in these two prior reports for required content regarding the role of the independent 
evaluator, the adequacy of PG&E’s outreach in its 2009 RPS solicitation, the fairness of PG&E’s 
evaluation methodology, and the fairness with which PG&E administered its methodology. 

 H-2



 

 H-3

o The net valuation of both contracts as amended rank as moderate to high 
in net valuation compared to competing alternatives available to PG&E. 

o The contract prices rank as moderate. 

o The fit of both these resources with PG&E’s supply portfolio will rank as 
moderate. 

o The project viability of the Sunshine project ranks as moderate.  The 
project viability of the Potrero Hills project now ranks high, as the 
project has made progress in its interconnection and permitting 
processes. 

o Both projects will contribute to RPS Goals, with contributions, in 
particular, towards compliance with the biomass goal set by Executive 
Order S-06-06. 

On that basis, Arroyo’s opinion is that the contract amendments to the PPAs with 
Potrero and Sunshine merit CPUC approval. 

Details of the analyses and narratives that underlie this opinion may be found in the 
confidential appendix to this report. 
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