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March 17, 2008
Mr. Sean Gallagher

California Public Utilities Commission

Energy Division

505 Van Ness Avenue

San Francisco, CA  94102-3298

Ms. Dana Appling

Executive Director

Division of Ratepayer Advocates

505 Van Ness Avenue

San Francisco, CA  94102-3298

Dear Mr. Gallagher and Ms. Appling:

Pursuant to Decision (D.) 07-03-013 in the Application of Pacific Gas and Electric Company (PG&E) for Recovery of Generation Feasibility Study Costs Associated with the Evaluation of Wind-Generated and Other Renewable Electric Power in British Columbia (A.06-08-011), issued on March 1, 2007, PG&E submits its 4th quarterly Phase 1 program report to the Energy Division and the Division of Ratepayer Advocates for December 2007 through February of 2008.

Summary of Key Activities of Phase 1 – Resource Assessment
PG&E has made significant progress in its British Columbia (BC) Renewables Feasibility Study during the past three months.  The key accomplishments are: 
1. Assessment of renewable generation in British Columbia
GEC is completing its assessment of the forecasted availability and cost of renewable generation in BC.  GEC has provided input to PG&E’s economic team to compare renewable options.  Both are reviewing the initial results.  
2. Assessment of systems integration requirements
PG&E has selected a consultant to perform a high level assessment of the ability to integrate intermittent generation into the BC Hydro system. This study will evaluate the capacity requirements needed for system regulation associated with the volumes of intermittent resources under investigation.   
3. Discussion with BC officials concerning commercial negotiations
Since the last update, PG&E has had high level discussions with representatives of BC Hydro/Powerex, BC Energy Ministry and BC Transmission Corporation (BCTC).  As a result of these discussions, the parties have agreed not to pursue a pilot project.  Instead the parties will continue discussions regarding commitments to the overall project development and timing, including discussions of possible associated resource sharing and power purchase agreements.  PG&E will study the feasibility of a larger commercial deal.
4. Assessment of potential transmission projects

CH2MHILL has completed cost estimating workshops with PG&E personnel for both rights-of-way and Engineer, Procure, and Construct (EPC) costs associated with the corridors being evaluated as part of this study.  PG&E met with a California Forest Service representative concerning possible corridor selection and permitting method. 
Summary of British Columbia Renewable Energy Policy Developments 
BC Hydro issued its Biomass Call (Canadian equivalent of a Request for Offer) this spring.  BC Hydro also plans to issue its larger Clean Call for over 5,000 GWh this spring.   
Expected Next Steps
· PG&E’s GHG team is reviewing the balancing and shaping aspect of the proposed deal to determine whether the adopted GHG reporting regulations would significantly impact the feasibility of the project and whether changes are needed to either the deal structure or the adopted rules.

· PG&E consultants continue to meet with various high level government officials to ascertain the status of BC government interest in the project, particularly the timing of the project.  

· PG&E will complete its own internal analyses and review of external analyses to determine whether to proceed with Phase 2.  PG&E expects to provide an explanation of its decision during the second quarter of 2008.  
From March 1, 2007 through February 29, 2008, PG&E has spent approximately $2.7 million of allowed reimbursable costs on its BC renewable generation feasibility study.

In addition to this report, PG&E would be glad to provide a briefing at the CPUC offices at your convenience.  As noted above, upon completion of Phase 1, PG&E will provide an explanation of its decision to continue with Phase 2 or discontinue the BC Renewables feasibility study.  If you have any questions regarding this quarterly report, you may contact Shannon Sims at (415) 973-2112.

Sincerely,

Janet C. Loduca 
