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September 21, 2009 
 
Advice 3529-E 
(Pacific Gas and Electric Company ID U39 E) 
 
Public Utilities Commission of the State of California 
 
Subject:  PG&E’s Power Purchase Agreement with Mt. Poso Cogeneration Company, 

LLC for Renewable Energy  
 
 
I. INTRODUCTION  
 

A. Purpose and Overview of the Project 
 
Pacific Gas and Electric Company (“PG&E”) seeks California Public Utilities Commission 
(“Commission” or “CPUC”) approval of a power purchase agreement (“PPA”) that PG&E has 
executed with Mt. Poso Cogeneration Company, LLC (“Mt. Poso”) for deliveries from Mt. 
Poso’s generation facility in Bakersfield, California.  PG&E submits the PPA for CPUC review 
and approval to establish PG&E’s ability to recover the cost of payments made pursuant to the 
PPA through its Energy Resource Recovery Account (“ERRA”). 
 
The Commission’s approval of the PPA will authorize PG&E to purchase Renewables Portfolio 
Standard (“RPS”) eligible energy from a 44 megawatt (“MW”) biomass facility converted from 
an existing coal facility (“Project”), for a term of 15 years.  The Project is located near 
Bakersfield, California and construction is to commence on June 30, 2010 and scheduled to be 
completed by January 30, 2012.  The Project is expected to deliver an average of 327,624 
megawatt hours (“MWh”) per year over the term of the PPA, which will contribute to PG&E’s 
20 percent RPS goal.  
 
The PPA is the sixth contract to result from PG&E’s 2007 RPS Solicitation.1  Consistent with 
the protocol required by the CPUC Energy Division for submitting RPS contracts resulting from 
the 2007 RPS Solicitation for CPUC review, the reasonableness of the PPA is described in 

                                            
 
1 PG&E submitted its agreements with San Joaquin SOLAR 1 LLC and San Joaquin SOLAR 2 LLC via 
Advice Letter 3280-E on June 12, 2008.  PG&E submitted its agreements with Topaz Solar Farms LLC 
and High Plains Ranch II, LLC via Advice Letters 3313-E and 3318-E, respectively, on August 14, 2008.  
Finally, PG&E submitted its agreement with Alpine Suntower, LLC via Advice Letter 3481-E on June 
25, 2009. 
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Appendices A through I.  PG&E requests confidential treatment of the PPA and information 
contained in Appendices A through H. 
 
PG&E requests the Commission to issue a final resolution no later than December 17, 2009, 
approving the PPA and all payments to be made by PG&E under the PPA, and containing the 
findings required by the definition of CPUC Approval, as adopted by Decision (“D.”) 07-11-025 
and D.08-04-009.2  
 

B. Detailed Description of the Project 
 
On July 3, 2009 PG&E filed Advice 3489-E requesting an extension and modification of its Mt. 
Poso Cogeneration Company Qualifying Facility (“QF”) contract to support the potential 
conversion of the Mt. Poso Facility to biomass based generation.  Advice 3489-E was approved 
by the Commission on August 7, 2009.  The extension until May 14, 2011 was conditioned on 
the execution of a long-term RPS PPA.  PG&E and Mt. Poso have now executed a long-term 
PPA, which is the subject of this advice letter.  The extension contract will remain in effect until 
May 14, 2011.  If the Project is completed prior to the scheduled conversion date, the pricing 
under the new PPA will supersede the extension contract.  PG&E will evaluate the status of the 
Project in early 2011 to determine if a further request is needed to bridge the extension contract 
from May 14, 2011.  The Project is scheduled to be fully converted to 100% biomass fuels by 
January 30, 2012.   
 
The substantive features of the PPA are summarized in the following table:  
 

Owner / Developer Mt. Poso Cogeneration Company, 
LLC 

Technology Biomass baseload 

Capacity (MW) 44 MW 

Average Capacity Factor 85% 

Expected Generation (GWh/Year) Average generation of 327,624 
MWh per year over the contract 
term  

Online Date (if existing, the contract 
delivery start date) 

January 30, 2012 

Contract Term (Years) 15 years 

                                            
 
2 As provided by D.07-11-025 and D.08-04-009, the Commission must approve the PPA and payments to 
be made thereunder, and find that the procurement will count toward PG&E’s RPS procurement 
obligations to avoid rescission of the PPA.   
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New or Existing Facility Existing 

Location (include in/out-of-state) and 
Control Area (e.g., CAISO, BPA) 

Bakersfield, California 

Price relative to MPR  Exceeds the MPR  

 
A copy of the Mt. Poso PPA is provided in Confidential Appendix G and a contract analysis is 
provided in Confidential Appendix D.   
 
II. THE PPA IS CONSISTENT WITH THE COMMISSION’S RPS-RELATED 

DECISIONS 
 

A. Consistency with PG&E’s Adopted RPS Plan  
 

As a contract resulting from a bid received in response to PG&E’s 2007 Renewables 
Solicitation, the PPA must be consistent with PG&E’s 2007 renewables procurement plan 
(“2007 Plan”).  The 2007 Plan included 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 as required by statute.3  The 2007 
Plan was conditionally approved by D.07-02-011 on February 15, 2007.   
 
The goal of PG&E’s 2007 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 expected RPS-eligible 
energy deliveries averaging 327,624 MWh per year for the 15-year term, the Mt. Poso PPA 
contributes to the immediate renewables procurement goal of the 2007 Plan as well as to 
PG&E’s longer-term RPS goals.  The proposed PPA is also consistent with PG&E’s 2007 Plan 
because it was solicited, negotiated and executed through PG&E’s adherence to its Solicitation 
Protocol, which is the primary component of the 2007 Plan.  
 

B. Adequacy of PG&E’s of 2007 RPS Solicitation 
 
PG&E generally followed the RPS Solicitation schedule set forth in its Solicitation Protocol, but, 
ultimately, the schedule for concluding negotiations was necessarily extended.  The timeline by 
which the Mt. Poso PPA was negotiated is shown below: 
 

                                            
 
3 Pub. Util. Code § 399.14(a)(3). 
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Date Event 

March 12, 2007 PG&E issues 2007 Renewables Solicitation 

March 23, 2007 Deadline for Participant to submit non-binding Notice 
of Intent to Bid and reservation for Bidders’ 
Conference 

April 3, 2007 Bidders’ Conference 

May 31, 2007 Deadline for Participants to submit Offers 

July 16, 2007 PG&E selects Shortlist of Offers and consults with 
Procurement Review Group (“PRG”) 

By December 31, 2007 Anticipated submission of PPAs for CPUC Regulatory 
Approval  

June 12, 2008 PG&E submits its first and second PPAs for CPUC 
approval 

August 14, 2008 PG&E submits its third and fourth PPAs for CPUC 
approval 

June 25, 2009 PG&E submits the Alpine Suntower PPA as the fifth 
PPA for Commission approval 

September 3, 2009 PG&E submits sixth power purchase agreement, the 
Mt. Poso PPA, for Commission approval 

 
Using the CPUC-approved bid solicitation protocol and forms of power purchase agreements, 
PG&E commenced its solicitation on March 12, 2007 and accepted bids until May 31, 2007.  
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 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 set forth in the Solicitation Protocol. 
 
PG&E ranked the bids according to the Solicitation Protocol, placed them on PG&E’s “Short 
List” and presented them to PG&E’s PRG on July 16, 2007.  PG&E notified short-listed bidders 
and commenced negotiations with short-listed bidders once they submitted the required bid 
deposit.  
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In accordance with D.06-05-039, PG&E’s 2007 RPS Solicitation was monitored by an 
independent evaluator approved by the Commission.  The Independent Evaluator’s Report found 
that PG&E’s 2007 RPS Solicitation was robust and that PG&E’s solicitation, bid evaluation, and 
compilation of its short list were in accord with PG&E’s approved RPS solicitation protocol.  
PG&E’s decision to include the Mt. Poso project on its 2007 solicitation shortlist was supported 
by the Independent Evaluator’s report.  The final Independent Evaluator’s report, which 
approves the process by which the Mt. Poso PPA was selected for negotiation, is provided as 
Appendix I (Public) to this advice letter.   
 

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

The RPS statute requires PG&E to procure the “least cost, best fit” (“LCBF”) eligible renewable 
resources.4  The LCBF decision directs the utilities to use certain criteria in their bid ranking5 
and 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 Mt. Poso project was shortlisted because it satisfied the foregoing LCBF criteria and was 
competitive in relation to other bids received in the 2007 Solicitation.  The comparison of 
specific bids is confidential and is presented in confidential Appendix D. 
 

1. Bid Evaluation Process 
 
PG&E’s approved process for identifying the least cost best fit renewable resources focuses on 
the following primary areas: 
 

1. Market value of bid 
2. Portfolio fit 
3. Applicant’s credit 
4. Project viability 
5. RPS goals and supplier diversity 
6. Adjustment for transmission cost adders and integration costs, and 
7. Applicant’s modifications to PG&E’s commercial forms.  
8. Qualitative Factors 
 

The initial Project was shortlisted in PG&E’s 2007 RPS Solicitation as it satisfied the foregoing 
criteria for meeting PG&E’s RPS targets.  The opportunity presented by Mt. Poso is highly 
competitive and represents a good renewable procurement opportunity under the approved LCBF 
criteria.   
 

                                            
 
4 Pub. Util. Code § 399.14(a)(2)(B). 
 
5 D.04-07-029. 
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A general overview of PG&E’s process for identifying least cost best fit projects is provided 
below.  A more detailed discussion of how the Mt. Poso offer was evaluated, including modeling 
assumptions, quantitative evaluation, and qualitative factors appear in Confidential Appendix D.   
 

1. Market Value of Bid 
 
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 value of the PPA is presented in Confidential Appendix D.   
 

2. Portfolio Fit  
 

Portfolio fit considers how well an offer’s features match PG&E’s portfolio needs.  As part of 
the portfolio fit assessment, PG&E differentiates offers by the firmness of their energy delivery 
and by their energy delivery patterns.  A higher portfolio fit measure is assigned to the energy 
that PG&E is sure to receive and fits the needs of the existing portfolio.  
 
The proposed Project would commence delivery within 18 months of CPUC Approval, and 
therefore contribute toward PG&E’s RPS goal of 20% by 2010 through the flexible compliance 
mechanism.6  Consistency with approved Time of Delivery (“TOD”) factors is addressed in 
Confidential Appendix D.  The PPA fits PG&E’s portfolio in a satisfactory manner.  The 
evaluation of bid costs and benefits in the context of PG&E’s portfolio needs is confidential and 
included in Appendix D.  
 

3. Applicant’s Credit 
 

PG&E assesses the developer’s (i) credit quality, as determined by PG&E in its sole discretion, 
(ii) the form and amount of collateral to be provided to secure the developer’s obligations from 
the time the Bid Offer is submitted up to and including Project Development Security and 
Delivery Term Security, and (iii) the concentration of credit required of the Participant and any 
of its affiliates. 

                                            
 
6 A deficit in meeting the 20% RPS goal for 2010 (or subsequent years) can be compensated for with 
additional renewable generation in the following three-year period (2011-2013 for the 2010 goal).  
However, PG&E must also comply with the 20% RPS goal each year after 2010 that falls within a rolling 
three-year grace period.  Thus, only generation above and beyond what is required for a given year’s goal 
can be used for flexible compliance for a prior year.   
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4. Project Viability 
 

PG&E estimates a project’s viability by evaluating the participant’s experience, technical 
viability of the generating resource, and project development.  In evaluating participant 
experience, PG&E will consider various factors, including the participant’s previous experience 
in developing, financing, constructing, and operating utility-scale power generation projects.  
Greater value is placed on the number of projects developed, experience in California, increased 
likelihood of success in financing the proposed Project, relationships with Engineering, 
Procurement & Construction (“EPC”) contractors, and demonstrated experience owning and 
operating power generation assets.  Prior experience using the same technology as proposed in 
the Offer also garners higher scores.  Furthermore, in PG&E’s experience, a Participant’s 
previous history provides a significant indicator of future outcomes.   
 
The technical viability of the project depends on factors such as the maturity of the technology 
being employed and technical challenges of the project relative to its proposed scale.  The 
evaluation of technical viability places greater value on 1) technologies that are readily available 
in the marketplace, have multiple large-scale deployments, along with well-known operating 
histories, or for new technologies, demonstrable relationships to existing, known technologies, 
and 2) on projects that have identified and planned for addressing the technical challenges 
associated with the project’s scale. 
 
The evaluation of project development status will consider the permitting, site control, and 
transmission / interconnection for the project from the generator to the delivery point.  Projects 
already in operation or at an advanced stage of development will score higher than those in 
earlier stages of development.  Demonstration of significant milestones achieved and any fees 
paid to apply for or obtain development rights also contribute to a higher score.   
 

5. RPS Goals and Supplier Diversity 
 
As part of the LCBF evaluation process, PG&E assesses each offer’s contribution to California’s 
goals for the RPS program. By generating 327,624 MWh per year, the Project will contribute 
renewable electricity toward PG&E’s statutory obligation to procure at least 20 percent of its 
power from eligible renewable energy resources by 2010.    
 

6. Adjustment for Transmission Cost Adders and Integration Costs 
 
Under the transmission ranking cost decision, the customer’s potential cost of accepting energy 
deliveries from a project must be considered when determining the project’s value.  Generally, 
PG&E determines the transmission ranking cost report (TRCR) cluster at which each shortlisted 
project would interconnect to the transmission grid, then assigns a transmission adder to each 
offer for evaluation based on the potential transmission congestion, the associated proxy 
transmission network upgrades, and the associated capital costs that may be needed to 
accommodate delivery at the cluster.   
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However, because the Mt. Poso facility was operational before its conversion to Biofuels, it was 
already interconnected to the grid and transmission interconnection costs were not a factor in 
determining its value.  Additional detail is provided in Confidential Appendix D. 
 

7. Applicant’s Modifications to PG&E’s Commercial Forms 
 

The extent to which the commercial forms provided with PG&E’s approved RPS Protocol have 
been marked for revision indicates how the bidder intends to deviate from the terms and 
conditions that PG&E has determined to be optimal in terms of key criteria such as performance 
reliability, market value, project development security, etc.  The nature of the substantive 
changes as well as the number of changes proposed by the developer will affect the time and 
effort necessary to reach agreement on a PPA that is acceptable to both parties.  Accordingly, 
modifications to PG&E’s forms are also a consideration in determining how well the proposed 
project fits with PG&E’s identified renewable energy needs.  In this case, the changes proposed 
by the developer were not so substantial as to preclude shortlisting the project.  
 

8. Qualitative Factors 
 
PG&E considered qualitative factors as required by D.04-07-029 and D.07-02-011 when 
evaluating the PPA, including benefits to low income or minority communities, environmental 
stewardship, local reliability, and resource diversity benefits.   
 
The Legislature’s findings that renewable energy may improve environmental quality and 
ameliorate air quality problems are well-served by the Mt. Poso development.7  This long term 
PPA should provide revenue certainty for a facility that has improved environmental quality by 
converting from coal to biomass fuel. 
 

D. PRG Participation and Feedback  
 

The Procurement Review Group (“PRG”) for PG&E includes representatives of the California 
Department of Water Resources (“DWR”), the Commission’s Energy Division and Division of 
Ratepayer Advocates, Union of Concerned Scientists (“UCS”), the Utility Reform Network 
(“TURN”), the California Utility Employees (“CUE”), and Jan Reid, as a PG&E ratepayer.  
PG&E informed its PRG of the terms of the Project for the first time on June 21, 2007.  Since 
then, PG&E has updated its PRG nine times8 on the development of the PPA negotiations, the 
last time on August 14, 2009.  PG&E describes the PRG’s feedback in Confidential Appendix D.   

                                            
 
7  Pub. Util. Code section 399.11. 
8  PG&E provided updates to its PRG on Mt. Poso on June 29, 2007, September 21, 2007, January 9, 
2008, April 11, 2008, October 17, 2008, January 9, 2009, March 23, 2009, June 12, 2009, and August 14, 
2009. 
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E. RPS Goals 
 

By establishing the California RPS Program, Senate Bill (“SB”) 1078 required an electrical 
corporation to increase its use of eligible renewable energy resources to 20 percent of its total 
retail sales no later than December 31, 2017.  The California Legislator subsequently accelerated 
the RPS goal to reach 20 percent by the end of 2010. 
 
Governor Schwarzenegger’s Executive Order S-14-08 issued on November 17, 2008 describes a 
new target for California of 33 percent renewable energy by 2020.  The 33 percent renewables 
goal has also been identified by the California Air Resource Board’s Scoping Plan from 
December 2008, as a key measure for reducing greenhouse gas emissions and meeting 
California’s climate change goals.   
 
Governor Schwarzenegger’s Executive Order S-06-06, issued on April 25, 2006 established a 
target for the use of biomass for electricity of 20 percent of the established state goals for 
renewable generation for 2010 and 2020.  Procurement biomass-fueled electricity under the Mt. 
Poso PPA will directly support this goal.  
 

F. Consistency with Adopted Standard Terms and Conditions 
 
The Commission requires four standard terms and conditions to be incorporated into contracts 
for the purchase of electricity from eligible renewable energy resources.  See, 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.  Additionally, the non-modifiable term related to Green 
Attributes was finalized in D.08-08-028. 
 
The non-modifiable terms in the PPA were initially inadvertently modified during the 
negotiations.  Seller and Buyer agreed to amend the PPA9 to 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, as 
modified by D.08-08-028.   
 
The terms in the PPA that correspond to the “modifiable” standard terms and conditions drafted 
in D.07-11-025 and D.08-04-009 have been modified, based upon mutual agreement reached 
during negotiations.  A comparison of the modifiable terms in the PPA against the modifiable 
terms in PG&E’s 2008 RPS Baseload PPA form in the Solicitation Protocol dated February 29, 
2008 is provided in Confidential Appendix H.  
 
Each provision in the PPA is essential to the negotiated agreement between the parties, and 
therefore, the Commission should not modify any of the provisions.  The Commission should 
consider the PPA as a whole, in terms of its ultimate effect on utility customers.  PG&E submits 

                                            
 
9 See “Amendment to Power Purchase Agreement” in Confidential Appendix G 
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that the PPA protects the interests of its customers while achieving the Commission’s goal of 
increasing procurement from eligible renewable resources.  
 

G. Consistency with Minimum Quantity Decision 
 
In D.07-05-028, the Commission determined that for deliveries from a short-term contract with 
an existing facility to count toward RPS goals, the RPS-obligated entity must have contracted, 
during the same calendar year, for at least 0.25 percent of its prior year’s retail sales through 
long-term contracts or through short-term contracts with new facilities.   
 
The Mt. Poso PPA is a long-term contract; its RPS eligibility is not affected by the eligibility 
rules for short-term contracts.  However, procurement under the Mt. Poso contract will count 
toward PG&E’s procurement threshold for short term contract eligibility under D.07-05-028.   
 

H. Interim Emissions Performance Standard 
 
Pub. Util. Code § 8440-8341 establishes a greenhouse gas emissions performance standard 
(EPS) for energy contracts of five or more years used for baseload generation (capacity factor is 
greater or equal to 60%).  The emissions resulting from these energy contracts must be no higher 
than the GHG emissions of a combined-cycle gas turbine power plant, or 1,100 pounds of CO2 
per MWh.  The Commission implemented the EPS in D.07-01-039.  The Commission pre-
approved certain renewable technologies such that facilities using those technologies would not 
need to demonstrate compliance with the maximum CO2 emission standard.  The Mt. Poso 
facility qualifies as pre-approved because it meets the following criteria:  
 

“generation facilities (e.g., agricultural and wood waste, landfill gas) using biomass that 
would otherwise be disposed of utilizing open burning, forest accumulation, landfill 
(uncontrolled, gas collection with flare, gas collection with engine), spreading and 
composting.”10  

 
The Mt. Poso PPA is thus approved under the EPS decision even though it has a term of 15 years 
and a capacity factor of 85%.  Notification of compliance with D.07-01-039 is provided through 
this Advice Letter, which has been served on the service list in the RPS rulemaking, R.08-08-
009. 
 

I. MPR and AMFs 
 

While the actual price under the PPA is confidential, market sensitive information, PG&E will 
indicate that the price of the PPA exceeds the applicable 2008 market price referent (“MPR”) for 
a contract commencing in 2012.   
 

                                            
 
10  D.07-01-039 at 18-19 and Conclusions of Law 35(d). 
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The Mt. Poso PPA is a long-term contract for a bundled renewable energy product from a new 
facility that was selected through PG&E’s competitive solicitation.  It meets the criteria for the 
receipt of above-market funds (“AMFs”) established by Senate Bill (“SB”) 1036.  However, 
although the project is technically eligible for AMFs, the cumulative above-MPR portion of 
PG&E’s renewable generation has exceeded the amount of AMFs provided by statute.  Thus, 
PG&E’s payments of Mt. Poso PPA procurement costs will not rely on AMFs.  
 
III. PROJECT DEVELOPMENT STATUS 
 

A. Site Control 
 
The Project is an existing facility with no site control issues. 
 

B. Resource and/or Availability of Fuel 
 

Mt. Poso has secured sufficient fuel supply for the first 5 years of operation.  Additional 
information is available in Appendix D.   
 

C. Transmission 
 

The Project is operational and no additional transmission issues are expected. 
 

D. Technology Type and Level of Technology Maturity 
 
Mt. Poso uses a circulating fluidized bed boiler that has been in commercial operation at the 
existing facility since 1989. 
 
Circulating fluidized bed (CFB) combustion boilers are used in California and throughout the 
world to produce steam energy from low heating value fuels, including woody biomass.  The 
CFB technology provides for stable combustion of those fuels and is inherently low in NOx 
emissions.  
 

E. Permitting  
 

The following table summarizes key, non-confidential permits, agreements and licenses of which 
PG&E is currently aware that may be necessary for the construction and operation of the 
generation facility.  These are further addressed in Confidential Appendix D.   
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F. Developer Experience 
 

Mt. Poso Cogeneration Company is jointly owned by Northern Star Generation LLC, National  
 

 
Petroleum Associates and Red Hawk Energy, who has operated the plant and sold its output to 
PG&E since 1989.  
 
Millennium Energy, LLC is located in Bakersfield and provides asset management services for 
Mt. Poso Cogeneration Company.  Individuals on Millennium Energy’s management team have 
over 30 years of development experience. 
 

G. Financing Plan  
 

The developer’s plans to obtain financing and any other capital resources are confidential and are 
described in Confidential Appendix D. 

Permit and Lease Table 
Name of 
Permit or 
lease required 

Public or 
Private? 

Agency Description 
of Permit 
or Lease 

Current 
Status 

Timeframe 
for approval 
 

Land Lease N/A  N/A N/A N/A 
Land Use 
Permit 

 Kern County  Conditional 
Use Permit 

complete complete 

Dust Control 
Permit 

Public SJVAPCD construction complete complete 

Storm Water  
Permit 

Public  construction complete complete 

Excavation 
Permit 

Public Kern County construction complete complete 

Building 
Permit 
 
 

Public Kern County Permit to 
Construct 

not applied 
for 

application to 
be submitted 
in October 
2009  

      
Title V Permit Public EPA Region 9 Air Quality application 

under 
review 

September 
2009 
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H. Production Tax Credit/Investment Tax Credit 
 

Mt. Poso has informed PG&E that the Project is eligible to receive production tax credits.  
However, the PPA is not contingent on Mt. Poso obtaining PTC or ITC.  Further details are 
included in Confidential Appendix D. 
 

I. Equipment Procurement 
 

Mt. Poso has arranged for the procurement of equipment necessary for the project as described in 
Confidential Appendix D. 
 
IV.  CONTINGENCIES AND PROJECT MILESTONES 
 
The PPA includes certain performance criteria and milestones.  These and other contingencies 
and milestones are more fully addressed in Confidential Appendix D.   
 
V.  REGULATORY PROCESS 
 

A.  Requested Effective Date 
 

PG&E requests that the Commission issue a resolution approving this advice filing no later than 
December 17, 2009.  Justification for this date is provided in Confidential Appendix D. 

 
B.  Earmarking 

 
PG&E intends to earmark deliveries received from this PPA toward meeting its RPS obligations 
or goals, as needed.  Deliveries will be designated in the confidential portion of PG&E’s semi-
annual RPS compliance report.   
 

C. RPS-Eligibility Certification 
 
The PPA includes the non-modifiable representation and warranty that during the delivery 
period, the Project will constitute an eligible renewable energy resource certified by the 
California Energy Commission (“CEC”).  The Project has submitted its application to the CEC 
for RPS certification.  

 
D.  Request for Confidential Treatment 
 

PG&E is providing confidential information, including the PPA and other information that more 
specifically describes the rights and obligations of the parties in support of this advice letter.  
This confidential information is being submitted in the manner directed by D.08-04-023 and the 
August 22, 2006 Administrative Law Judge’s Ruling Clarifying Interim Procedures for 
Complying with D.06-06-066 to demonstrate the confidentiality of the material and to invoke the 
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protection of confidential utility information provided under either the terms of the IOU Matrix, 
Appendix 1 of D.06-06-066 and Appendix C of D.08-04-023, or General Order 66-C.  The 
following confidential attachments and a separate Declaration Seeking Confidential Treatment 
are being filed concurrently with this Advice Letter: 
 
Confidential Attachments: 
 
Appendix A – Overview of 2004 – 2008 Solicitation Bids 
 
Appendix B – 2008 Bid Evaluations 
 
Appendix C – Independent Evaluator Report (Confidential) 
 
Appendix D – Contract Terms and Conditions Explained 
 
Appendix E – Project Viability 
 
Appendix F – Project’s Contribution Toward RPS Goals 
 
Appendix G – Power Purchase Agreement  
 
Appendix H – Standard Terms and Conditions Comparison – Modifiables 
 
Public Attachments: 
 
Appendix I –Independent Evaluator Report (Public) 
 
VI. REQUEST FOR COMMISSION APPROVAL 
 
PG&E requests that the Commission issue a resolution no later than December 17, 2009, that:   
 

1.  Approves the PPA in its entirety, including payments to be made by PG&E pursuant to 
the PPA, subject to the Commission’s review of PG&E’s administration of the PPA. 

 
2.  Finds that any procurement pursuant to the PPA 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 PPA shall be recovered in rates. 
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4. Adopts the following finding of fact and conclusion of law in support of  CPUC 
Approval:  

 
a. The PPA is consistent with PG&E’s 2007 RPS procurement plan. 
 
b. The terms of the PPA, 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 PPA:  

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

Resource Recovery Account.   
 
b. Any stranded costs that may arise from the PPA 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.   

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

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

a. The PPA is not covered procurement subject to the EPS because it is a 
generation facility using biomass.      

 
b. PG&E has provided the notice of procurement required by  

D.06-01-038 in its Advice Letter filing.   
 
Protests:  
 
Anyone wishing to protest this filing may do so by sending a letter by October 12, 2009, which 
is 21 11 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 
 

                                            
 
11  The 20 day protest period concludes on a weekend.  PG&E is hereby moving this date to the following 
business day. 
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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 Gatchalian, 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. 
 

   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 
December 17, 2009.  
 
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.08-08-009, R.06-02-012, and R.08-02-007.  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 San Heng at 
(415) 973-2640.  Advice letter filings can also be accessed electronically at: 
http://www.pge.com/tariffs. 
 

 
Brian K. Cherry 
Vice President - Regulatory Relations 
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cc: 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 
  
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 – Overview of 2004 – 2008 Solicitation Bids 
 
Appendix B – 2008 Bid Evaluations 
 
Appendix C – Independent Evaluator Report (Confidential) 
 
Appendix D – Contract Terms and Conditions Explained 
 
Appendix E – Project Viability 
 
Appendix F – Project’s Contribution Toward RPS Goals 
 
Appendix G – Power Purchase Agreement  
 
Appendix H – Standard Terms and Conditions Comparison – Modifiables 
 
Public Attachments: 
 
Appendix I – Independent Evaluator Report (Public) 



 

CALIFORNIA PUBLIC UTILITIES COMMISSION 
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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 and Sally Cuaresma 

 ELC  GAS      Phone #: (415) 973-1082; (415) 973-5012 

 PLC  HEAT  WATER E-mail:  DXPU@pge.com; A2C7@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) #: 3529-E Tier: [3] 
Subject of AL:  PG&E’s Power Purchase Agreement with Mt. Poso Cogeneration Company, LLC for 

Renewable Energy  
Keywords (choose from CPUC listing): Contracts; Agreements 
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 
agreement 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: Kelvin Yip, (415) 973-4354 
____________________________________________________________________________________________ 
Resolution Required?  Yes   No   
Requested effective date: December 17, 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:   
Service affected and changes proposed:  
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 
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 Defense Energy Support Center North Coast SolarResources 
Alcantar & Kahl Department of Water Resources Northern California Power Association 
Ameresco Department of the Army  Occidental Energy Marketing, Inc. 
Anderson & Poole Dept of General Services OnGrid Solar 
Arizona Public Service Company Division of Business Advisory Services Praxair 
BART Douglas & Liddell R. W. Beck & Associates  
BP Energy Company Douglass & Liddell RCS, Inc. 
Barkovich & Yap, Inc. Downey & Brand Recon Research 
Bartle Wells Associates Duke Energy SCD Energy Solutions 
C & H Sugar Co. Dutcher, John SCE 
CA Bldg Industry Association Ellison Schneider & Harris LLP SMUD 
CAISO FPL Energy Project Management, Inc. SPURR 
CLECA Law Office Foster Farms Santa Fe Jets 
CSC Energy Services G. A. Krause & Assoc. Seattle City Light  
California Cotton Ginners & Growers Assn GLJ Publications Sempra Utilities 
California Energy Commission Goodin, MacBride, Squeri, Schlotz & 

Ritchie 
Sierra Pacific Power Company 

California League of Food Processors Green Power Institute Silicon Valley Power 
California Public Utilities Commission Hanna & Morton Southern California Edison Company 
Calpine Hitachi Sunshine Design 
Cameron McKenna International Power Technology Sutherland, Asbill & Brennan 
Cardinal Cogen Intestate Gas Services, Inc. Tabors Caramanis & Associates 
Casner, Steve Los Angeles Dept of Water & Power Tecogen, Inc. 
Chamberlain, Eric Luce, Forward, Hamilton & Scripps LLP Tiger Natural Gas, Inc. 
Chevron Company MBMC, Inc. Tioga Energy 
Chris, King MRW & Associates TransCanada 
City of Glendale Manatt Phelps Phillips Turlock Irrigation District 
City of Palo Alto Matthew V. Brady & Associates  U S Borax, Inc. 
Clean Energy Fuels McKenzie & Associates United Cogen 
Coast Economic Consulting Merced Irrigation District Utility Cost Management 
Commerce Energy Mirant Utility Specialists 
Commercial Energy Modesto Irrigation District Verizon 
Consumer Federation of California Morgan Stanley Wellhead Electric Company 
Crossborder Energy Morrison & Foerster Western Manufactured Housing 

Communities Association (WMA) 
Davis Wright Tremaine LLP New United Motor Mfg., Inc. eMeter Corporation 
Day Carter Murphy Norris & Wong Associates   

 


