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PG&E AL 3107-E/SVN                         

                                                                                                  MAILED 02-15-08


                  PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

         ENERGY DIVISION                          
RESOLUTION   E-4153
                                                                          February 14, 2008
                           REDACTED
RESOLUTION

Resolution E-4153.  Pacific Gas and Electric Company (PG&E) requests approval of an amended power purchase agreement (PPA) between PG&E and Tres Vaqueros Wind Farm, LLC (Tres Vaqueros).  The PPA is approved without modification  
By Advice Letter (AL) 3107-E filed on August 20, 2007.  

__________________________________________________________

Summary

PG&E’s amended PPA, which relates to an existing Qualifying Facility (QF), complies with the Restructuring Advice Letter filing (RALF) procedure and is approved
PG&E’s request for approval of an amended Interim Standard Offer 4 (ISO4) power purchase agreement (PPA) is granted pursuant to the RALF procedure adopted in Decision (D.) 98-12-066. 

	Generating Facility
	Capacity (MW)
	Average Annual Deliveries (GWh)
	ISO4 PPA Expiration Date
	Project Location

	Tres Vaqueros
	28 MW
	34 GWh
	12/31/2014
	Altamont Pass, CA


Confidential information about the contract should remain confidential

This resolution finds that certain material filed under seal pursuant to Public Utilities (Pub. Util.) Code Section 583, General Order (G.O.) 66-C, and D.06-06-066 should be kept confidential to ensure that market sensitive data does not influence the behavior of bidders in future RPS solicitations.

Background

The Commission encourages QF contract restructuring and implementation through an expedited advice letter process 

The Commission sought to encourage QF contract restructuring in its Preferred Policy Decision, D.95-12-063, as modified by D.96-01-009, by proposing an incentive mechanism to encourage the restructuring of QF contracts so that total transition costs might be reduced.   Specifically, shareholders would be allowed to retain 10% of the net ratepayer benefits resulting from a renegotiation:  

“We endorse an approach that involves both a monetary incentive to shareholders and conditions which foster voluntary, nondiscriminatory negotiations.  We will allow shareholders to retain 10% of the net ratepayer benefits resulting from a renegotiation, which will be reflected by an adjustment to the transition cost total.”  (D.95-12-063, p.132)    

In D.96-12-088 (the Roadmap 2 Decision), the Commission stated its interest in "establishing a generic and possibly expedited process by which we can assess the reasonableness of contract restructuring in a manner which respects the principles outlined in our Preferred Policy Decision"  (D.96-12-088, p.79-80).  

In 1998, the Commission adopted the Restructuring Advice Letter Filing (RALF)
 process in D.98-12-066:  

"The restructuring Advice Letter [filing] process attached as Attachment B to this decision, shall be adopted subject to the modifications and clarifications set forth in Section 7 of this decision." (D.98-12-066, Ordering Paragraph 1).  

The Commission adopted the RALF process with modifications that were not included in Attachment B to D.98-12-066 but were instead set forth in the decision.  A modified version of Attachment B to D.98-12-066 was attached to a previous RALF resolution, E-3898,
 which reflects the determinations in D.98-12-066.

The RPS Program requires each utility to increase the amount of renewable energy in its portfolio
The California Renewables Portfolio Standard (RPS) Program was established by Senate Bill 1078
 and codified by California Pub. Util. Code Section 399.11, et seq.   The statute required that a retail seller of electricity such as PG&E purchase a certain percentage of electricity generated by Eligible Renewable Energy Resources (ERR).  Originally, each utility was required to increase its total procurement of ERRs by at least 1 percent of annual retail sales per year until 20 percent is reached, subject to the Commission’s rules on flexible compliance, no later than 2017. 

The State’s Energy Action Plan (EAP) called for acceleration of this RPS goal to reach 20 percent by 2010.
  This was reiterated again in the Order Instituting Rulemaking (R.04-04-026) issued on April 28, 2004,
 which encouraged the utilities to procure cost-effective renewable generation in excess of their RPS annual procurement targets (APTs)
, in order to make progress towards the goal expressed in the EAP.  On September 26, 2006, Governor Schwarzenegger signed Senate Bill (SB) 107,
 which officially accelerates the State’s RPS targets to 20 percent by 2010, subject to the Commission’s rules on flexible compliance.

CPUC has established procurement guidelines for the RPS Program

The Commission has issued a series of decisions that establish the regulatory and transactional parameters of the utility renewables procurement program.  On June 19, 2003, the Commission issued its “Order Initiating Implementation of the Senate Bill 1078 Renewable Portfolio Standard Program,” D.03-06-071. On June 9, 2004, the Commission adopted its Market Price Referent (MPR) methodology
 for determining the Utility’s share of the RPS seller’s bid price, as defined in Pub. Util. Code Sections 399.14(a)(2)(A) and 399.15(c).  On the same day the Commission adopted standard terms and conditions for RPS power purchase agreements in D.04-06-014
 as required by Pub. Util. Code Section 399.14(a)(2)(D).  Instructions for evaluating the value of each offer to sell products requested in a RPS solicitation were provided in D.04-07-029. 

More recently, on December 15, 2005, the Commission adopted D.05-12-042 which refined the MPR methodology for the 2005 RPS Solicitation.
  Subsequent resolutions adopted MPR values for the 2005, 2006 and 2007 RPS Solicitations.
 

In addition, D.06-10-050, as modified by D.07-03-046, further refined the RPS reporting and compliance methodologies.
  In this decision, the Commission established methodologies to calculate an LSE’s initial baseline procurement amount, annual procurement target (APT) and incremental procurement amount (IPT).

PG&E requests approval of an amended ISO4 PPA
On August 20, 2007, PG&E filed AL 3107-E requesting approval of an amendment (Second Amendment) to a Qualifying Facility’s (QF) ISO4 PPA between PG&E and Tres Vaqueros.  The Second Amendment clarified that Tres Vaqueros is eligible for federal Production Tax Credits (PTC) and facilitated the sale of the facility to a new owner.  Commission approval of the Second Amendment will allow PG&E to pay a lower price for existing renewable generation and facilitate negotiations for repowering
 a wind facility in the Altamont Pass Wind Resource Area. 
PG&E requests that the Commission issue resolution findings 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 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.) D.03-06-071, or other applicable law;

4. Finds that any procurement pursuant to the Amendment constitutes incremental procurement or procurement for baseline replenishment by PG&E from an eligible renewable energy resource for purposes of determining PG&E’s compliance with any obligation to increase its total procurement of eligible renewable energy resources that it may have pursuant to the California Renewables Portfolio Standard D.03-06-071, or other applicable law; 

5. Authorizes the recovery of the requested shareholder incentive associated with this PPA restructuring, as authorized by the Commission in D. 95-12-063 and modified by D. 96-01-009; and 

6. Authorizes recovery of payments under the Amendment in PG&E’s Energy Resource Recovery Account (“ERRA”) including an above-market portion in the Ongoing Competition Transition Charge (Ongoing CTC), or any other cost recovery mechanism subsequently authorized by the Commission, subject only to PG&E’s prudent administration of the Amendment.  
PG&E’s Procurement Review Group (PRG) participated in review of the Second Amendment
In D. 02-08-071, the Commission required each utility to establish a “Procurement Review Group” (PRG) whose members, subject to an appropriate non-disclosure agreement, would have the right to consult with the utilities and review the details of:

1. Overall transitional procurement strategy; 

2. Proposed procurement processes including, but not limited to, request for Offers (RFO); and

3. Proposed procurement contracts before any of the contracts are submitted to the Commission for expedited review.

The PRG for PG&E consists of: California Department of Water Resources (DWR), the Commission’s Energy Division, Natural Resources Defense Council (NRDC), Union of Concerned Scientists (UCS), Division of Ratepayer Advocates (DRA), Aglet Consumer Alliance (Aglet), Coalition of California Utility Employees (CUE), and The Utility Reform Network (TURN).  

On July 19, 2006 and on March 30, 2007, PG&E discussed the details of the Amendment with its PRG.  The PRG commented favorably on the potential ratepayer savings and supported PG&E moving forward with the Second Amendment.  
Although Energy Division is a member of the PRG, it reserved its judgment on the Second Amendment until the resolution process.  Energy Division reviewed the transaction independent of the PRG, and allowed for a full protest period before concluding its analysis.  
The Second Amendment relates to a QF facility located in the Altamont Pass Wind Resource Area (APWRA)
Tres Vaqueros is a wind facility located in Altamont Pass, California and delivers to NP-15.  PG&E entered into the original ISO4 in December 1985 for a term of 29 years.  Tres Vaqueros has a total nameplate capacity of 28 MW and delivers an average of 34 GWh/yr based on historic output from 1996 through 2006.  Tres Vaqueros is currently paid according to the PG&E’s Independent Energy Producers (IEP) Settlement amount. 
Notice 

Notice of AL 3107-E was made by publication in the Commission’s Daily Calendar.  Pacific Gas and Electric Company states that a copy of the Advice Letter was mailed and distributed in accordance with Section IV of General Order 96-B 

Protests

Merced Irrigation District and Modesto Irrigation District filed a protest against AL 3107-E 

On September 10, 2007, Merced Irrigation District and Modesto Irrigation District (“the Districts”) filed a joint protest against AL 3107-E. The Districts did not object to the terms of the Restructuring Advice Letter itself; however, the protest asserts that the relief requested in the advice letter would violate statute or Commission order.  The Districts protest PG&E’s request for above-market cost recovery, as ongoing competition transition charge (Ongoing CTC), if the term of the PPA will be extended pursuant to the Second Amendment.  The Districts also protest PG&E’s vague request to recover the above-market costs of the Consolidated PPA pursuant to “any other cost recovery mechanism subsequently authorized by the Commission.”  Finally, the Districts argue that issues regarding stranded cost recovery for “new resources” are being determined in R.06-02-013, but that a determination there should not affect the PPA that is the subject of AL 3107-E, which is consider an “old world” resource.

On September 17, 2007, PG&E responded to the Districts’ protest. PG&E clarified that the Second Amendment to its PPA with Tres Vaqueros does not extend the length of the contract and that the Districts’ concerns about Ongoing CTCs are “unfounded”.  Specifically, PG&E argues that the PPA complies with Public Utilities Code Section 367, and that the price reductions will result in lower exposure to Ongoing CTC for the Districts.  Additionally, PG&E states that it has not proposed any modification to the PPA’s current cost recovery mechanism.  Finally, PG&E agrees that as an “old world” resource, Tres Vaqueros would not seek cost recovery through R.06-02-013, but rather the Facility should continue to receive cost recovery through Public Utilities Code section 367. 

Discussion

The following table summarizes the substantive features of the Second Amendment. See confidential Appendix A for a detailed discussion of contract terms and conditions:

	Generating Facility
	Capacity (MW)
	Average Annual Deliveries (GWh)
	ISO4 PPA Expiration Date
	Project Location

	Tres Vaqueros
	28 MW
	34 GWh
	12/31/2014
	Altamont Pass, CA


PG&E’s RALF concerns an ISO4 PPA 

Pursuant to the Second Amendment:

· PG&E customers will benefit from a reduced energy price
· Tres Vaqueros’ new owners, Babcock & Brown, are confident of the Facility’s eligibility for federal Production Tax Credits (PTCs)
· PG&E and Tres Vaqueros have agreed to negotiate terms for repowering the facilities 
PG&E’s Advice Letter 3107-E complies with Commission adopted RALF requirements
The Commission encourages restructuring of ISO4 PPAs, wherein the utility is eligible for a shareholder incentive reward equal to 10% of net ratepayer benefits. The Commission’s RALF process requires that PG&E submit comprehensive information regarding: the QF’s energy production history, PG&E’s analysis for calculating ratepayer benefits, and a letter of approval from the Division of Ratepayer Advocates (DRA). PG&E submitted all required information for the Commission to make an informed decision. Energy Division finds PG&E’s calculation of the net ratepayer benefit correct; consequently, the 10% shareholder incentive is deemed reasonable.

Ratepayers benefit from QF price restructuring

Ratepayers benefit from the difference between the PPA’s current contract price and the price following the restructuring agreement.

Sensitivity Analysis

PG&E included work-papers in the RALF demonstrating its analysis of net ratepayer benefit.  PG&E calculated the expected ratepayer benefits by multiplying the energy price savings by the Facility’s estimated annual generation for years 2007 through 2010.  PG&E estimated the Facility’s future generation based on average output for years 1994-2006.  Average generation over this time period was 34.4 GWh; however, the Parties agreed on an annual average generation of 33 GWh to calculate the ratepayer benefit pursuant to the Second Amendment, which ultimately results in a lower estimated ratepayer benefit, and therefore, a lower shareholder incentive.  

The net present value (NPV) of cost savings pursuant to the Second Amendment yield the total estimated net ratepayer benefit.  Energy Division reviewed PG&E’s work-papers and finds the analysis valid, and the results reasonable.  Therefore, Energy Division recommends Commission approval of the Second Amendment.

The Second Amendment allows Tres Vaqueros to claim PTCs
Internal Revenue Service (IRS) code authorizes the award of PTCs to certain QFs.  Specifically, the IRS code stated that generation “sold to a utility pursuant to a contract originally entered into before January 1, 1987 (whether or not amended or restated after that date)” would be eligible for PTCs only under certain terms.  A facility that amends its contract, which results in a negotiated price, will be eligible for PTCs.  Also, should the negotiated price exceed the short-run avoided cost (SRAC), the amended price will only apply to generation equal to annual deliveries calculated over a certain fixed period of time.
 
 Approval of the Second Amendment should deem Tres Vaqueros eligible for PTCs.  

Second Amendment preserves the Facility’s generation 
The Second Amendment facilitated the sale of Tres Vaqueros to Babcock and Brown (B&B) who is interested in sustaining the Facility’s current generation and ultimately repowering the Facility. 
Repowering may reduce avian and bat mortality rates in the APWRA
The APWRA has a high rate of mortality for migrating birds and regional raptors and bats.  In 1998, the National Renewable Energy Laboratory (NREL) initiated research to address the relationship between wind facilities and avian mortality.
  More recently, research ha s focused on avian flight patters and behavior, and in 2004, researchers asserted that, “This insight should facilitate the effectiveness of the repowering programs in minimizing and reducing raptor mortality caused by wind turbines.”
  

The Center for Biological Diversity, which is an active party in the APWRA avian and bat mortality issue, supports repowering as one step towards mitigating the effect of wind turbines on wildlife.
  Also, the CEC supported repowering in the APWRA in its 2007 Integrated Energy Policy Report.
  Research on these issues is ongoing; however, the principle is that repowering will allow for turbine replacement at approximately a 10:1 ratio.  Fewer turbines, selectively sited based on scientific research, should reduce the mortality rates in the APWRA.
Division of Ratepayer Advocates (DRA) supports the terms in the RALF 

PG&E provided DRA with AL 3107-E, including all confidential attachments discussed herein.  DRA performed its own analysis and submitted a letter to PG&E on August 13, 2007.  In its letter, DRA states that they believe the terms of the Second Amendment submitted as Advice Letter 3107-E are reasonable and in the ratepayers’ best interest.  Based on the Facility’s prior performance, PG&E’s economic analysis, and the Facility’s economic viability, DRA recommends Commission approval of AL 3107-E.  See Confidential Appendix B for a copy of DRA’s letter conditionally supporting the Second Amendment.
PG&E believes the project is viable based on the following assumptions:
· Tres Vaqueros has consistently operated under of the terms of its PPA consistently for over twenty years.

· The all-in consolidated price leaves a favorable operating margin, estimating direct operating cost for long standing wind facilities of $7 to $10/MWh.
  While the facility is not new, B&B has significant experience evaluating a wind project’s operational and financial viability and believes the facility will keep performing through the benefit period without a significant drop-off in efficiency that in turn could cause a dramatic increase in operating costs.

Fuel Availability
The APWRA is a known wind resource and Tres Vaqueros has a long operating history.  Tres Vaqueros has historically operated at capacity factors ranging from 13% -20%. The average generation of the Tres Vaqueros from 1996-2006 was approximately 34 GWh per year.  Repowering may be used to increase annual deliveries from these projects.

Permitting 
If the Parties negotiate a repowering agreement, B&B will be required to obtain a conditional use permit from Solano County and conduct an environmental impact report (EIR), which will consider avian mortality.  In October 2007, the CEC adopted guidelines for reducing impacts to birds and bats from wind energy development.  The guidelines, which are voluntary, are expected to assist local permitting authorities when reviewing applications for new or repowered wind facilities.
  The Parties recognize permitting as a challenge; however, they believe if a repowering agreement is negotiated, the Facility will be able to qualify for all necessary permits.

Transmission

As an existing and operating facility, Tres Vaqueros has no transmission problems or concerns.

Legal Authority for Proposed Agreement

There are no current or anticipated legal or regulatory disputes between the parties to the proposed restructuring agreement. PG&E has no ownership interest in any of the generating facilities in the Altamont Pass.  PG&E Corporation and its affiliate, Pacific Gas and Electric Company, are not and have never been affiliated in any way with Tres Vaqueros or its new owner Babcock & Brown Wind Partners.
Developer Experience 

Babcock & Brown Wind Partners (B&B) is a well known wind developer and subsidiary of Babcock & Brown, a global investment firm with extensive project management and finance experience.  B&B has significant experience evaluating a wind project’s operational and financial viability.  B&B recently completed the Buena Vista Wind facility repowering, which is also located in the Altamont Pass region.
  Following the Second Amendment, the all-in price for the PPA should be above the Facility’s operating costs.

Other Potential Viability Concerns
None.
The protest by Merced Irrigation District and Modesto Irrigation District is misguided.

The Districts filed a joint protest against PG&E’s AL 3107-E.  Specifically, the Districts object to PG&E’s request; (1) for above-market cost recovery, as ongoing Competition Transition Charge (ongoing CTC), beyond the date of original termination of the amended PPA; (2) to include any changed pricing terms associated with the amendment in the ongoing CTC that doesn’t comply with Publ. Util. Code  Section 367; (3) stranded cost recovery and allocation determinations for Tres Vaqueros in R.06-02-013; and (4) if PG&E seeks to recover the above-market costs of the amended PPA pursuant to “any other cost recovery mechanism subsequently authorized by the Commission”. 

The Districts’ protest of cost recovery, as ongoing CTC beyond the date of original termination of the PPA, is supported by California law; however, the Second Amendment does not extend the PPA’s term, and therefore, the Districts’ protest is not relevant here.  Based on our review of AL 3107-E, no part of the Second Amendment conflicts with Pub. Util. Code 367 and the Second Amendment, does not increase, add to, or modify the existing ongoing CTC methodology for PG&E’s PPA with Tres Vaqueros, hence, the Districts’ protest on this issue is moot.  Finally, in its response to the Districts’ protest of its “vague” cost recovery requests, PG&E clarifies that does not intend to seek stranded cost recovery through R.06-02-013 for above-market costs associated with its PPA with Tres Vaqueros.

The Districts’ protest is denied because we find that the requests made by PG&E in AL 3107-E do not violate statute or Commission order.
Future policy of above-market cost recovery is not addressed in this resolution.
While PG&E clarified in its response to the Districts’ protest that it does not seek modification to the current cost recovery mechanism for the Tres Vaqueros PPA, we recognize that the language used in AL 3107-E is vague.  Therefore, we clarify that; to the extent that PG&E seeks above-market costs recovery beyond the current methodology applicable to Tres Vaqueros, that request should be made in the appropriate Commission proceeding and not by resolution.  If such a request is made, the Districts retain their right to protest at that time.

Comments

Public Utilities Code section 311(g)(1) provides that this resolution must be served on all parties and subject to at least 30 days public review and comment prior to a vote of the Commission.  Section 311(g)(2) provides that this 30-day period may be reduced or waived upon the stipulation of all parties in the proceeding.  

The 30-day comment period was neither waived nor reduced.  Accordingly, this draft resolution was mailed to parties for comments, and will be placed on the Commission’s agenda no earlier than 30 days from today. 
No parties filed comments on draft resolution E-4153.

Findings of fact
1. The RPS Program requires each utility, including PG&E, to increase the amount of renewable energy in its portfolio to 20 percent by 2010, increasing by a minimum of one percent per year 
2. PG&E filed AL 3107-E on August 20, 2007 requesting approval of a Second Amendment between PG&E and Tres Vaqueros Wind Farm, LLC, pursuant to the Restructuring Advice Letter filing (RALF) procedure adopted in Decision (D.) 98-12-066. 

3. A protest to AL 3107-E was filed by the Merced Irrigation District and Modesto Irrigation District on September 10, 2007.

4. PG&E responded to the protest on September 17, 2007.

5. The protest by Merced Irrigation District and Modesto Irrigation District is misguided.

6. PG&E complied with the RALF requirements pursuant to the RALF procedure adopted in D.98-12-066.  

7. PG&E’s modeling of the net savings from the PPA restructuring is reasonable for purposes of calculating a net ratepayer benefit.  

8. The Second Amendment to PG&E’s PPA with Tres Vaqueros is reasonable and prudent.  

9. PG&E should be authorized to recover all payments under the Second Amendment in PG&E’s ERRA including an above-market portion in the ongoing CTC, or any other cost recovery mechanism subsequently authorized by the Commission, subject only to Commission review of PG&E’s administration of the PPA.

10. PG&E should be allowed to recover 10% of the net ratepayer benefits as identified in AL 3107-E.  

11. AL 3107-E should be approved.  

CONCLUSIONS OF LAW

1. The RPS Program requires each utility, including PG&E, to increase the amount of renewable energy in its portfolio to 20 percent by 2010, increasing by a minimum of one percent per year.

2. The Commission requires each utility to establish a Procurement Review Group (PRG) to review the utilities’ interim procurement needs and strategy, proposed procurement process, and selected contracts.

3. PG&E complied with the RALF requirements pursuant to the RALF procedure adopted in D.98-12-066.  

4. The Second Amendment is reasonable and should be approved in their entirety.  

5. PG&E is authorized to recover all payments under the Second Amendment in PG&E’s ERRA including an above-market portion in the ongoing CTC, or any other cost recovery mechanism subsequently authorized by the Commission, subject only to Commission review of PG&E’s administration of the PPA.

6. Procurement pursuant to this Second Amendment is procurement from an eligible renewable energy resource for purposes of determining Buyer'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.), Decision 03-06-071, or other applicable law.
7. Certain material filed under seal pursuant to Public Utilities (Pub. Util.) Code Section 583 and General Order (G.O.) 66-C, and considered for possible disclosure, should not be disclosed. Accordingly, the confidential appendices, marked "[REDACTED]" in the redacted copy, should not be made public upon Commission approval of this resolution.  
8. PG&E should be allowed to recover 10% of the net ratepayer benefits as identified in the AL 3107-E.  

9. AL 3107-E should be approved without modifications.  

Therefore it is ordered that:

1. The request of PG&E, regarding the Second Agreement between PG&E and Tres Vaqueros Wind Farm, LLC, pursuant to the RALF procedure adopted in D.98-12-066, as requested in AL 3107-E, is approved.  

2. PG&E is authorized to recover all payments under the Second Amendment in PG&E’s ERRA including an above-market portion in the ongoing CTC, or any other cost recovery mechanism subsequently authorized by the Commission, subject only to Commission review of PG&E’s administration of the PPA.

3. PG&E is authorized to record 10% of the net ratepayer benefits in the Modified Transition Cost Balancing Account (MTCBA), based upon the estimated net ratepayer benefits of the restructured PPA as identified in AL 3107-E.  
This Resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on February 14, 2007; the following Commissioners voting favorably thereon:
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 PAUL CLANON






 

 Executive Director
                                                                                          MICHAEL R. PEEVEY

                                                                                                   PRESIDENT

                                                                                          DIAN M. GRUENEICH

                                                                                          JOHN A. BOHN

                                                                                          RACHELLE B. CHONG

                                                                                          TIMOTHY ALAN SIMON

                                                                                                  Commissioners
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Summary of Restructured ISO4 PPA
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Division of Ratepayer Advocates (DRA) Assessment of AL 3107-E
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Confidential Appendix C
Restructured PPA Analysis
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PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE

SAN FRANCISCO, CA  94102-3298

     January 15, 2008                                                      I.D. #7302 

                                                                                        Draft Resolution E-4153

                                                                                        February 14 Commission Meeting     
TO:  PARTIES TO DRAFT RESOLUTION E-4153
Enclosed is draft Resolution E-4153 of the Energy Division addressing PG&E’s Advice Letter 3107-E.  It will be on the agenda at the February 14, 2008 Commission meeting.  The Commission may then vote on this Resolution or it may postpone a vote until later.  

When the Commission votes on a draft Resolution, it may adopt all or part of it as written, amend, modify or set it aside and prepare a different Resolution.  Only when the Commission acts does the Resolution become binding on the parties.

Parties may submit comments on the draft Resolution no later than Monday, February 4, 2008.
An original and two copies of the comments, with a certificate of service, should be submitted to:

Honesto Gatchalian
Energy Division

California Public Utilities Commission

505 Van Ness Avenue

San Francisco, CA  94102

fax: 415-703-2200

email: jnj@cpuc.ca.gov

An electronic copy of the comments should be submitted to:

Sean Simon
Energy Division

svn@cpuc.ca.gov 

Those submitting comments and reply comments must serve a copy of their comments on 1) the entire service list attached to the draft Resolution, 2) all Commissioners, and 3) the Director of the Energy Division. 

Comments may be submitted electronically.

Comments shall be limited to five pages in length plus a subject index listing the recommended changes to the draft Resolution, a table of authorities and an appendix setting forth the proposed findings and ordering paragraphs.

Comments shall focus on factual, legal or technical errors in the proposed draft Resolution.  Comments that merely reargue positions taken in the advice letter or protests will be accorded no weight and are not to be submitted.

Reply comments shall be served on parties and Energy Division no later than Monday, February 11, 2008, and may also be submitted electronically. 

Late submitted comments or reply comments will not be considered.

               Paul Douglas
               Program and Project Supervisor

               Energy Division

Enclosures:  

Certificate of Service


    Service List: R.06-05-027, R01-10-024 

atrowbridge@daycartermurphy.com 

Joe Abhulimen (DRA)

Scott Cauchois (DRA)

Teresa Hortinela (DRA)

CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of Draft Resolution E-4153 on all parties in these filings or their attorneys as shown on the attached list.
Dated January 15, 2008 at San Francisco, California.

                                                                   ____________________    

Maria Salinas
NOTICE

Parties should notify the Energy Division, Public Utilities

Commission, 505 Van Ness Avenue, Room 4002

San Francisco, CA  94102, of any change of address to

ensure that they continue to receive documents.  You

must indicate the Resolution number on the service list

on which your name appears.























































































































































































































































































































































































































































































































































































































































































































































































































































































































































�  Restructuring Advice Letter Filing ("RALF") Procedure For Review of QF Contract Restructurings.  


�  E-3898, www.cpuc.ca.gov/Published/Final_resolution/41760.htm regarding PG&E AL 2537-E.  


� Chapter 516, statutes of 2002, effective January 1, 2003 (SB 1078)


� The Energy Action Plan was jointly adopted by the Commission, the California Energy Resources Conservation and Development Commission (CEC) and the California Power Authority (CPA).  The Commission adopted the EAP on May 8, 2003.


� http://www.cpuc.ca.gov/Published/Final_decision/36206.htm


� APT - An LSE’s APT for a given year is the amount of renewable generation an LSE must procure in order to meet the statutory requirement that it increase its total eligible renewable procurement by at least 1% of retail sales per year.


� Chapter 464, Statutes of 2006 (SB 107)


� Pub. Util. Code Section 399.14(a)(2)(C)


� D.04-07-015


� On November 16, 2007, the Commission adopted D.07-11-025 in response to an Amended Petition for Modification of D.04-06-014.  http://docs.cpuc.ca.gov/WORD_PDF/FINAL_DECISION/75354.PDF


� http://www.cpuc.ca.gov/word_pdf/FINAL_DECISION/52178.pdf


� Respectively, Resolution E-3980: http://www.cpuc.ca.gov/WORD_PDF/FINAL_RESOLUTION/55465.DOC, Resolution E-4049: http://www.cpuc.ca.gov/word_pdf/FINAL_RESOLUTION/63132.doc, Resolution E-4110: http://www.cpuc.ca.gov/word_pdf/FINAL_RESOLUTION/73594.pdf


� D.06-10-050, Attachment A; http://www.cpuc.ca.gov/WORD_PDF/FINAL_DECISION/61025.PDF, as modified by D.07-03-046; http://www.cpuc.ca.gov/WORD_PDF/FINAL_DECISION/65833.PDF.


� The IPT represents the amount of RPS-eligible procurement that the LSE must purchase, in a given year, over and above the total amount the LSE was required to procure in the prior year.  An LSE’s IPT equals at least 1% of the previous year’s total retail electrical sales, including power sold to a utility’s customers from its DWR contracts.


� Repowering refers to modernizing an existing wind facility by removing old turbines and replacing them with new turbines that are generally larger, taller and more efficient than the old ones.  http://www.energy.ca.gov/2007publications/CEC-700-2007-008/CEC-700-2007-008-CMF.PDF


� IRS code: Title 26, Subtitle A, CHAPTER 1, Subchapter A, Part IV, Subpart D, Sec. 45(e)(7)(B)


� The benchmark should equal the average annual quantity of electricity sold to the utility under the contract during calendar years 1994, 1995, 1996, 1997, and 1998.  


� http://www.energy.ca.gov/reports/500-04-052/2004-08-09_500-04-052.PDF


� http://www.energy.ca.gov/2005publications/CEC-500-2005-005/CEC-500-2005-005.PDF


� http://www.biologicaldiversity.org/swcbd/Programs/bdes/altamont/factsheet.pdf


� Refer to pages 183-186. http://www.energy.ca.gov/2007publications/CEC-100-2007-008/CEC-100-2007-008-CMF.PDF


� Northwest Power & Conservation Council, Biennial Review of the Cost of Wind Power, July 26, 2006. Yen-Nakafuji, Dora, Strategic Value Analysis, Economics of Wind Energy in California, June 2005 (CEC-500-107-SD). 


� http://www.energy.ca.gov/2007publications/CEC-700-2007-008/CEC-700-2007-008-CMF.PDF


� On September 21, 2006, the Commission approved resolution E-4024, PG&E’s repowering agreement with Buena Vista Wind. http://docs.cpuc.ca.gov/word_pdf/FINAL_RESOLUTION/60178.pdf








317327
- 1 -








- 1 -


