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Brian K. Cherry Pacific Gas and Electric Company
Vice President 77 Beale St., Mail Code B10C
Regulatory Relations P.O. Box 770000

San Francisco, CA 94177

Fax: 415-973-7226

September 5, 2013

Advice 4107-E-A — Redacted Version
(Pacific Gas and Electric Company ID U39 E)

Public Utilities Commission of the State of California

Subject: Supplemental: Amendment to Lost Hills and Blackwell Power
Purchase Agreements

Introduction

On September 10, 2012, Pacific Gas and Electric Company (“PG&E”) filed Advice Letter
4107-E (“Advice Letter”) seeking California Public Utilities Commission (“Commission”
or “CPUC”) approval of the following power purchase agreements (“PPAs”):

1. Cuyama Solar, LLC, a 40 MW solar PV facility located in Cuyama,
California (“Cuyama”);

2. Lost Hills Solar, LLC, a 20 MW solar PV facility located in Lost Hills,
California (“Lost Hills”); and

3. Blackwell Solar, LLC, a 12 MW solar PV facility also located in Lost Hills,
California (“Blackwell”).

The Commission has not yet acted on the Advice Letter. On August 9, 2013, the Lost
Hills and Blackwell PPAs were amended as described below. The Cuyama PPA is
unchanged. PG&E requests that the Commission issue a resolution no later than
December 2013, approving the Cuyama PPA as originally submitted and the Lost Hills
and Blackwell PPAs as amended.

The Amendments and Amendment Benefits

The PPAs were executed as part of PG&E’s 2011 Renewables Portfolio Standard
(“RPS”) request for offers (“RFO”) and are described in detail in the Advice Letter. The
Lost Hills and Blackwell PPAs have been modified as follows:

1. One Percent Output Retention: Each project will retain one percent of the
output for sale to a third party from 1/1/2019 through a date that is 10
years after the project’s guaranteed Commercial Operation Date (“COD”).
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2. Curtailment Rights: PG&E'’s right to curtail output |
|

The PPAs all specify that deliveries to PG&E will begin on January 1, 2019, but allow
the projects to sell the full output to third parties until December 31, 2018, thereby
providing an incentive to come online earlier and capture investment tax credit (“ITC”)
benefits. The amendments allow Lost Hills and Blackwell to retain one percent (1%) of
their respective output for sale to third parties during a portion of their contract term with
PG&E. This in turn enables the projects to use a ten-year term contract with the third
parties, thereby delivering a bankable product in compliance with RPS rules and
regulations for bankable products. This significantly increases project viability because
it makes it more likely that the early output will be sold and that the projects will be built
in time to capture ITC benefits as the initial project output is far more marketable to
buyers as a bankable product.

In exchange for the one percent (1%) output retention, Lost Hills and Blackwell each

agreed to
———

Confidentiality

Explain if confidential treatment of specific material is requested. Describe the
information and reason(s) for confidential treatment consistent with the showing
required by D.06-06-066, as modified by D.08-04-023.

In support of this Advice Letter Supplement, PG&E has provided the confidential
information listed below. This information includes the PPA Amendments and other
information that more specifically describes the rights and obligations of the parties.
This 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 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. A separate Declaration Seeking Confidential Treatment is being filed
concurrently with this Advice Letter Supplement.

Confidential Attachments:

Appendix A — Independent Evaluator Report (Confidential)
Appendix B1 - Lost Hills Solar Amendment to Power Purchase Agreement
Appendix B2 — Blackwell Solar Amendment to Power Purchase Agreement
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Public Attachment

Appendix A2 — Independent Evaluator Report (Public)

Effective Date:

PG&E requests that this Tier 3 Supplemental Advice Letter, become effective
concurrent with Advice Letter 4107-E on December 19, 2013.

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.11-05-005, and R.12-03-
014. 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 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.

Sincerely,

ﬁ/wzw\ CW' fenc

Vice President — Regulatory Relations

cc:  Service List for R.11-05-005
Service List for R.12-03-014
Paul Douglas — Energy Division
Jason Simon — Energy Division
Adam Schultz — Energy Division
Joseph Abhulimen — DRA
Cynthia Walker — DRA

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 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 Amendment itself, price information, and
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analysis of the proposed RPS Amendment, 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 — Independent Evaluator Report (Confidential)
Appendix B1 — Lost Hills Solar Amendment to Power Purchase Agreement
Appendix B2 — Blackwell Solar Amendment to Power Purchase Agreement

Public Attachment

Appendix A2 — Independent Evaluator Report (Public)



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 E)

Utility type: Contact Person: Anupama Vege and Kingsley Cheng

MELC O GAS Phone #: (415) 973-7600 and (415) 973-5265

OPLC O HEAT O WATER E-mail: PGETariff e.com, alvb e.com and k2cO e.com
EXPLANATION OF UTILITY TYPE (Date Filed/ Received Stamp by CPUC)

ELC = Electric GAS=Gas

PLC = Pipeline HEAT = Heat WATER = Water

Advice Letter (AL) #: 4107-E-A Tier: 3

Subject of AL: Supplemental: Amendment to L ost Hills and Blackwell Power Pur chase Agreements
Keywords (choose from CPUC listing): Agreements, Contracts

AL filing type: O Monthly O Quarterly 0 Annual MOne-Time [ Other
If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #: N/A

Does AL replace awithdrawn 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. Seethe
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: Charlie Post, (415) 973-9286

Resolution Required? MYes CINo

Requested effective date: December 19, 2013 (Concurrent with Advice 4107-E)  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/l, agricultural, lighting).

Tariff schedules affected: N/A
Service affected and changes proposed: N/A
Pending advice letters that revise the same tariff sheets: N/A

Protests, dispositions, and all other correspondence regarding this AL are due no later than 20 days after the date of thisfiling, unless
otherwise authorized by the Commission, and shall be sent to:

California Public Utilities Commission Pacific Gas and Electric Company
Energy Division Attn: Brian Cherry
EDTariffUnit Vice President, Regulatory Relations

th 77 Beale Street, Mail Code B10C
505 Van NessAve., 4" Flr. P.O. Box 770000

San Francisco, CA 94102 San Francisco, CA 94177
E-mail: EDTariffUnit@cpuc.ca.gov E-mail: PGET ariffs@pge.com




DECLARATION OF CHARLES POST
SEEKING CONFIDENTIAL TREATMENT
FOR CERTAIN DATA AND INFORMATION
CONTAINED IN ADVICE LETTER 4107-E-A
(PACIFIC GAS AND ELECTRIC COMPANY - U 39 E)

I, Charles Post, declare:

1. I am presently employed by Pacific Gas and Electric Company (“PG&E™), and
have been an employee at PG&E since 2000. My current title is Principal within PG&E’s
Energy Procurement organization. In this position, my responsibilities include negotiating
PG&E’s Renewables Portfolio Standard Program (“RPS™) Power Purchase Agreements. In
carrying out these responsibilities, I have acquired knowledge of PG&E’s confracts with
numerous counterparties and have also gained knowledge of the operations of electricity sellers
in general. Through this experience, [ have become familiar with the type of information that
would affect the negotiating positions of electricity sellers with respect to price and other terms,
as well as with the type of information that such sellers consider confidential and proprietary.

2. Based on my knowledge and experience, and in accordance with Decision (“D.”)
08-04-023 and the August 22, 2006 “Administrative Law Judge’s Ruling Clarifying Interim
Procedures for Complying with Decision 06-06-066,” I make this declaration seeking
confidential treatment of the redacted portion of Advice Letter 4107-E-A, Appendices A, Bl,
and B2 to PG&E’s Advice Letter 4107-E-A submitted on September 5, 2013. By this Advice
Letter, PG&E is seeking this Commission’s approval of an amendment to two PPAs that PG&E
has executed with Lost Hills Solar, LLC and Blackwell Solar, LLC.

3. Attached to this declaration is a matrix identifying the data and information for

which PG&E is seeking confidential treatment. The matrix specifies that the material PG&E is

seeking to protect constitutes the particular type of data and information listed in Appendix 1 of



D.06-06-066 and Appendix C of D.08-04-023 (the “TOU Matrix™), and/or constitutes information
that should be protected under General Order 66—C. The matrix also specifies the category or
categories in the IOU Matrix to which the data and information corresponds, if applicable, and
why confidential protection is justified. Finally, the matrix specifies that: (1) PG&E is
complying with the limitations specified in the IOU Matrix for that type of data or information, if
applicable; (2) the informaﬁon is not already public; and (3) the data cannot be aggregated,
redacted, summarized or otherwise protected in a way that allows partial disclosure. By this
reference, | am incorporating into this declaration all of tfle explanatory text in the attached
matrix that 1s pertinent to this filing.

I declare under penalty of perjury, under the laws of the State of California, that to the

best of my knowledge the foregoing is true and correct. Executed on September 4, 2013 at San

Francisco, California.

A

Charles Post



‘[ROUSPLUGS
ULBLUSI *)-00 JOPIQ) [eleuar)

“AedIslunod JAYl0 s SUoTeToZeT

IBPUN PAIIA0D TOIBRLIOTUI JO 2JMNJ pUE JUSIMND U0 199752 SwiSewep v 0ARY PO "-69 10pI() TeISUoD)
: PUE “SSMUNIN PIRINFAT W0 pus {0y Il SSaUIsng
Teaoxdde 0P 0} SATIUDSUISIP B 218310 PIN0D “9FBIURAPRSID spIq
30T D1 03 PARIUIGIS SIORIUGD ssoupstiq & 18 A1edieranod oy ind pynom Fupedanaed jo vonenpa
[eWY JoyJE I [RIUSPLU0D 1 “oIjqrid apeUr 2TaM UOTRULIONUL YINS JI 2SNBHaq PUE SULIODS UL PAAJOAUL
urewal ‘(7 IITA W] [BIIUSPLIUGD S8 UOHBWIIOIUT UITS TRAI) 0] ISaUa)ul sisA[eue saneuEnb
J2PUT PALIAOD TONBUIIONU] 10, srqnd a3 up s1 37 “AIENUIpPIU0d Jo ueneadxs orf10adg (g pue UOIRULIOJUL
e Iapun red1unos o) WoLj SoUSpIueD Pie (W TILA TIsif
sk 331} JOJ [ENUSPLUOD UL POUIRIGO T22q SEY UOTIBWIIOIUT UIBLIDO “A[jRul]
urewal (0 [TA Juimoer|o} s1a0ford § 4y
A10F2122 PAIDQUUTIU-UN) JLA W] TeNUSPLUOD TIETIAT . posodosd Jo suorenyeas
JApUN PAI2A0D UOTIBWLIOITE J0,] prnoys pue soedisunod 0o MM SUCHETeZau *sa8AJRUE “$1001S 21008
01 Furfewrep aq pinom pue sioyadwos o} {(D 1A Suimoro] A1o3ae0
"(J2UO0S ST IGASYDIYA) | UOTIBUIIOJUT SAT)ISTOS 19YIRUL a]qRN[eA opiacid pinom PRrqUITIU-UN)} JEA Wal|
uonelrdxa Jayr leak auo TOTIETWLIOFUT STY) JO amsolasy] -Apediaunos oy
10 “o1ep womrelado [erIaUIW0D JO TONBTIIOTUT [eTIUSPIIEOD SUIRIUOO )1 pue A)jIqela SIS MO
o) Ty e s1eak 221U 10} 12(01d JO SUORBIBAS PUE “SaSATRUB “UOITRULIC U syenuo)) — weidoid § I
TeNUSPIUed ureual {N [[A W] SUMRIUO0D Sy dd PIPULLY 971 JO SULID]Y 3] PR JApUD §19B1U0Y) 90IN0STY
IOPUN PRUBACD UOTRULIONT 10,] sip0forg ey sarenieAd pue sassnasip xipuaddy sip], A A A S1qEMaudY (D) A W] A 1 xrpusddy

*{12U0OS 5] JIASYDIM}
worjendxa 1aye Jeak 200

"TRHURPIHIOS UTRWAL 1A S dd

11 Jo SULIA) 2y Tyl uoreoadxa ue svy Sy dd oM

0] A312cI0IUN0D O] DIOWRYUN] [RHUIPHUCS UTeIal
pImoys pue saruedioqunos 1Byle yum suoneodau

01 Surdewrep 2q PINeM UOIRIUIOIUT SIY] 1O

08EaRY "SIONMSdWOI 0] UOITRELIONUL SATIISUDS DY

10 “1Bp oo [BIDISWIIeD argeniea apraosd pnos sy dd SY1 Jo SULIR) ureisan SIS IoyNM UOISI2A
oy} JogE SIeeA 203 JOL 10 2InSOTOSYT "SIy a1 S0TApPY 243 Ul [eaoidde spenno) —werSord ¢y TeUapIuO.)
[ETRDPIIUOD URwal (0 TTA Wl SIP3S WD UM I0] Sy JJ POPUITIR 5Y] JO STLIY) JAPUN SI9BIIU0D) 20N0SYY V-I-L0TT
I3PUN PAIAAOD USTIRUIIONIT 10, UIBIUOD IAYIS] 32IAPE 2} JO UOTSISA JRHUSPIFUOD Y], A A A a[qematay (D) TEA WY 1T 9APY

V-HLOTE 12117 NIAPY Juammdoq

(N/AY 990,
90-90'a 03

muf.mw_&wm_
LOnoEpay

NOLLVIAIOANI TVIINHATANGOD 40 NOLLVDIALLNHAAI

€107 ‘s 1quaydeg
V-H-LOTP 191197 IAPY
(H 6£ 1) SANVIAOD DRLLOATI ANV SVD DIAIDVd




"(J2U00S S1 JRAADIGAM)
uoneldxa Joyge 1eak auo

I0 “@)ep uoRIado [RIDISUIIIOD
Q1 JAYB SIBA 22111 10J
[ETITAPIIUeD TRl {0 J1A 1Wa)]

"TENUSPTUOD UIRTUAL [[Im § JJ 213 JO St

o1} TR} UONEIDACXS U SBY SV 21 01 Atedimunos
21} “QIOUNISYMN TEIUIPTUCD TRl DIROYS PUR
semIedIangd 19030 YiLm suonjeroSou o] SurSewep
20 P[NOM UOYIBULICIUT SIY} JO 2sea[ay 'sI01adwos o)
UOITRWIOLUT SATISUDS JONIUL a1¢en 2 apiacd pinom
SV I 9 JO SWI2) UIBLIR0 JO 0IMSO]IST] "FuIy 87T
IDIAPY oyl wl [eAOXGdR $Y298 2D J YOTYM 10T 5 dd
POPURIE SY JO SULIR) 81} urejnos saoipuaddy esay],

SJHS oYM
spenuo’) - werdoid gy
JOPUR SIOBITOY) 00IN0SOY

ajqrmauay (D JTA W

cd—149
seorpuaddy

I3pUn PaIoA0d UOTJRULIOIUL 104

B3UBIB Y
uonasepay

NOILVIARIOANI TV ILINAAIANOD 40 NOLLVOIALINHdE

€107 ‘S Tquaydag
V-H-LOLE 13197 DIAPY
(& 6€ M) SANVINOD DRLLIA'TA ANV SV DIAIDVd




Public Appendix A2

Independent Evaluator Report



ARROYO SECO CONSULTING

STATEMENT OF INDEPENDENT EVALUATOR ON
AMENDMENTS TO TWO CONTRACTS BETWEEN
PACIFIC GAS & ELECTRIC COMPANY AND
BLACKWELL SOLAR, LLC AND LOST HILLS
SOLAR, LLC

AUGUST 30, 2013

Arroyo Seco Consulting, an independent evaluator (IE), has updated its assessments of
two power purchase agreements previously executed in 2012 between Pacific Gas & Electric
Company (PG&E) and project subsidiaries of First Solar, Inc.: Blackwell Solar, LL.C, and
Lost Hills Solar, LLC. Arroyo previously submitted a report on the merits of the contracts
along with PG&E’s advice filing in September 2012. Subsequently, PG&E and the project
companies executed amendments to the two contracts on August 9, 2013 that altered
specific non-price terms and conditions. This statement provides an update about the
agreements as amended, reporting on the fairness of negotiations leading to the amendments
and their merit for approval by the California Public Utilities Commission (CPUC).

In the prior IE report submitted in 2012, Arroyo expressed an opinion that the original
agreements with the two project companies merited approval. In that report, Arroyo ranked
the original contracts as low in pricing and high in net valuation in comparison to then-
relevant comparable market transactions and proposals. Arroyo ranked the original
contracts as moderate in project viability and moderate in portfolio fit.

Arroyo’s current view is that the two amended contracts now rank as moderate in net
value and moderate in pricing, not because of changes made by the amendments but because
of changes in the competitive market environment. Their project viability now ranks as high
against competing alternatives, given the progress made since the prior IE report; the
projects continue to rank as moderate for portfolio fit. Arroyo believes that, overall, the
changes to non-price terms of the original agreements improve the benefits of the contracts
to PG&LE’s ratepayers. Based on these comparisons, Arroyo’s opinion is that the two
agreements as amended still merit approval by the CPUC.

A. FAIRNESS OF NEGOTIATIONS

Discussions between the PG&E and First Solar teams that focused on amending the
Blackwell Solar and Lost Hills Solar agreements appear to have begun in March 2013. First
Solar sought to amend the contracts to allow the project companies to sell 1% of project
output to a third party for a portion of the delivery term. The record of e-mail
correspondence in the period of March through August 2013 and copies of draft
amendments appear to provide a fair view of the commercial give-and-take leading to this
contract amendment. Arroyo observed one telephonic discussion between the parties but
was unable to observe other negotiation sessions that took place.

Confidentiality Protected Under Decision 06-06-066
Appendix 1, Item VIII “Competitive Solicitation
(Bidding) Information — Electric”
C-1



Privileged and Confidential
Subject to Non-Disclosure and/or Protective Agreements
Contains Proprietary and/or Market Sensitive Information and Trade Secrets

The original agreements provide for the two facilities to sell all of their output to PG&E
starting no sooner than the beginning of 2019. First Solar approached PG&E with a draft
proposal to make changes to the agreement, including:

e 1% reduction for about ten years. The obligation to deliver all of the projects’
produced energy would be reduced to 99% of produced energy for a period from
initial energy deliveries to a “product increase date”, set to January 1 of the year after
the tenth anniversary of the project’s in-service date. The amendments provide the
project companies the right to sell up to 1% of energy and renewable attributes to a
third party during the period; contract capacity would remain unchanged.' The
original agreements provided the project companies with an option to make third-
party sales, but these were limited to take place prior to the guaranteed commercial
operation date for deliveries to PG&E; the amendment allows a small quantity of
such third-party sales to continue for a limited period during the delivery term.

e DPass-through of CAISO revenue. PG&E retains the obligation to serve as
scheduling coordinator for both projects during the delivery term. The proposed
amendments require PG&E to pass through any CAISO revenues and charges for
the 1% of project output that may be sold to a third party.

Over the course of the next several months, PG&E and First Solar negotiated detailed
terms. Most significantly, First Solar agreed to PG&FE’s request to

The parties
agreed to amend|
issues negotiated after First Solat’s initial proposal included:

U A press release by First Solar on August 20, 2013 reveals that the two projects executed 10-year
agreements with the City of Roseville for deliveries starting by 2015 (“First Solar and Roseville Sign
Contract for Lost Hills PPA”, Business Wire, August 20, 2013). The Roseville City Council agenda
packet for July 17, 2013 displays the contracts; the sale from Lost Hills Solar expects deliveries of 51
GWh/year from start of operations (no later than February 2015) through the end of 2018, and 0.5
GWh/year thereafter (31 GWh/year and 0.3 GWh/year for Blackwell Solar; guaranteed on-line date
of June 2015) to meet RPS compliance needs in compliance periods 2 and 3. Note that the tapered
delivery schedule to Roseville accommodates the start of deliveries to PG&E of 99% of project
output in January 2019.

The municipal utility’s PPAs with the projects are priced at $75/MWh;

Confidentiality Protected Under Decision 06-06-066
Appendix 1, Item VIII “Competitive Solicitation
(Bidding) Information — Electric”
C-2
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In Arroyo’s opinion, the negotiations to amend the contract between PG&E and First Solar
to amend the two agreements were handled fairly. First Solar requested the opportunity to
reduce project deliveries by 1% for a limited period of time, and PG&E sought a quid pro
W

Ratepayers are not unfairly disadvantaged by giving up the modest volume of
deliveries that the 1% represents; the price did not increase, and PG&E likely has the time
and ability to adjust its portfolio for the missing 1% before the anticipated 2019 start of

commercial operations for the projects. PG&E did not unfairly disadvantage the two
rojects by seeking a concession on

The concession of reducing project deliveries by 1% has not been requested by PG&E’s

other counterparties. In prior RPS contracts PG&E has granted other parties the |||}
I 0 doc ot consider PGS

action to provide this concession to be unfair to First Solar’s competitors. Arroyo cannot
identify any significant detriment to ratepayers or to competitors likely to be caused by the
changes in contract terms.

In contrast, PG&E’s non-public protocol for its Portfolio-Adjusted Valuation methodology
laces an estimate on the value of
If this estimate is accurate, then PG&E

has obtained a valuable concession from First Solar that increases the value to ratepayers of
the two contracts without amending contract price. Both parties appear likely to benefit
from the amendments.

B. UPDATE ON VALUATION

In its prior IE report in 2012, Arroyo expressed an opinion that the two original
contracts ranked as high in net valuation and low in price when compared to then-recent
comparable transactions, including proposals to PG&E’s 2011 RPS solicitation.

Confidentiality Protected Under Decision 06-06-066
Appendix 1, Item VIII “Competitive Solicitation
(Bidding) Information — Electric”
C-3
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The contracts’ pricing was not changed by the amendment. More recent comparable
proposals are available in the form of Offers to PG&E’s 2012 RPS solicitation. Using its
independent valuation methodology, Arroyo ranks both the Blackwell Solar and Lost Hills
Solar contracts in the second-highest valued quartile among those more recent Offers.”

Similarly, these two contracts previously ranked in the lowest-priced decile when
compared to Offers to PG&E in the 2011 renewable solicitation. When compared to Offers
in the 2012 solicitation, they rank in the second-lowest priced quartile.

Arroyo’s conclusion is that, with the drift downwards in the market pricing for RPS-
eligible energy from California projects between the two solicitations’ due dates, June 2011
and January 2013, the ranking of market value for the two agreements against comparable
alternatives has shifted from high to moderate. The ranking of contract price has shifted
from low to moderate.

C. UPDATE ON VIABILITY

In the prior IE report, Arroyo ranked the two projects as moderate in project viability.

First Solar has continued to develop and construct solar photovoltaic projects
successfully. It continues to adhere to its apparent strategy of selling projects to other
owners upon or prior to commercial operation. However, since the original IE report was
filed, First Solar has added the experience of owning and operating three 20-MW solar
photovoltaic facilities that entered operation at the end of 2012 or the spring of 2013, two in
Ontario and one in Maryland.

The Blackwell Solar and Lost Hills Solar projects received

2 While PG&E has evaluated the Portfolio-Adjusted Value of the amended contracts using its least-
cost, best-fit methodology, it has not updated valuations for comparable proposals such as the Offers
from the 2012 RPS RFO, so Arroyo has not used LCBF-based analyses to assess rankings.
Confidentiality Protected Under Decision 06-06-066
Appendix 1, Item VIII “Competitive Solicitation
(Bidding) Information — Electric”
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—

The progress made since the prior IE report has raised Arroyo’s scoring of the projects’
viability using the Energy Division’s project viability calculator. This places them in
the highest-ranked quartile when compared to Offers to PG&E’s 2012 RPS solicitation.

D. PORTFOLIO FIT

In the prior IE report, Arroyo ranked the Blackwell Solar and Lost Hills Solar contracts
as moderate in portfolio fit, based on the metrics that were used by PG&E in its 2011 RPS
solicitation. Since then PG&E has revised its metrics for portfolio fit; in its 2012 RPS RFO
portfolio fit is measured quantitatively through adjustments to Net Market Value.

PG&E currently does not expect a net RPS compliance need until after 2020, though the
outlook depends on the utility’s modeling assumptions. On that basis Arroyo’s opinion is
that the portfolio fit of the amended contracts is moderate; the deliveries starting in 2019
might contribute to excess procurement in the third compliance period.” The projects will
deliver intermittent rather than firm energy.

E. MERIT FOR CPUC APPROVAL

Arroyo’s opinion is that the market valuations of the two amended agreements now rank
as moderate and their prices rank as moderate; but this is a consequence of changing market
conditions and not caused by the features of the contract amendments. In Arroyo’s opinion,
the modest decline in value ranking against market comparables is not a concern; the
contracts remain above median in value and below median in price. Furthermore, the
project viability scores now rank as high compared to competing alternatives. The
amendments facilitate earlier construction and operation of the facilities than the original
contracts would, which enhances their viability. Their portfolio fit is moderate. Arroyo
believes that negotiations to arrive at the amendment were handled fairly.

On that basis, in Arroyo’s opinion the amended contracts merit approval by the CPUC.

PG&E has obtained a useful and iotentially valuable concession from the sellers, '
and in

return has provided a concession that may enable First Solar to improve the viability and
economics of the projects without harming ratepayers.

3 However, if the projects contribute to excess procurement in 2019 and 2020, the renewable energy
credits associated with those deliveries should be bankable for PG&E use in meeting compliance
needs in later years when the utility currently anticipates a net short position.
Confidentiality Protected Under Decision 06-06-066
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PG&E Gas and Electric
Advice Filing List
General Order 96-B, Section IV

1st Light Energy

AT&T

Alcantar & Kahl LLP
Anderson & Poole

BART

Barkovich & Yap, Inc.
Bartle Wells Associates
Bear Valley Electric Service

Braun Blaising McLaughlin, P.C.
CENERGY POWER

California Cotton Ginners & Growers Assn
California Energy Commission
California Public Utilities Commission
California State Association of Counties
Calpine

Casner, Steve

Center for Biological Diversity

City of Palo Alto

City of San Jose

Clean Power

Coast Economic Consulting
Commercial Energy

County of Tehama - Department of Public
Works

Crossborder Energy

Davis Wright Tremaine LLP
Day Carter Murphy

Defense Energy Support Center

Dept of General Services

Division of Ratepayer Advocates
Douglass & Liddell

Downey & Brand

Ellison Schneider & Harris LLP
G. A. Krause & Assoc.

GenOn Energy Inc.

GenOn Energy, Inc.

Goodin, MacBride, Squeri, Schlotz &
Ritchie

Green Power Institute

Hanna & Morton

In House Energy

International Power Technology
Intestate Gas Services, Inc.
Kelly Group

Linde

Los Angeles Dept of Water & Power
MAC Lighting Consulting

MRW & Associates

Manatt Phelps Phillips

Marin Energy Authority
McKenna Long & Aldridge LLP
McKenzie & Associates
Modesto Irrigation District

Morgan Stanley
NLine Energy, Inc.
NRG Solar
Nexant, Inc.

North America Power Partners

Occidental Energy Marketing, Inc.
OnGrid Solar

Pacific Gas and Electric Company
Praxair

Regulatory & Cogeneration Service, Inc.
SCD Energy Solutions

SCE

SDG&E and SoCalGas

SPURR

San Francisco Public Utilities Commission
Seattle City Light

Sempra Utilities

SoCalGas

Southern California Edison Company
Spark Energy

Sun Light & Power

Sunshine Design

Tecogen, Inc.

Tiger Natural Gas, Inc.
TransCanada

Utility Cost Management

Utility Power Solutions

Utility Specialists

Verizon
Water and Energy Consulting
Wellhead Electric Company

Western Manufactured Housing
Communities Association (WMA)





