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December 17, 2007

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 3rd quarterly Phase 1 program report to the Energy Division and the Division of Ratepayer Advocates for September through November of 2007.

Summary of Key Activities of Phase I – 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 has issued a draft report assessing the availability of renewable generation in BC.  The analysis of wind, small hydro and biomass generation is largely completed; the analysis of geothermal generation availability is continuing.  PG&E technical and economic teams will meet to review data.   GEC continues to develop cost and performance inputs.  Additional work has also been completed in understanding renewable energy project development requirements and timelines.
PG&E will revisit legislative proposals to allow new small hydro from BC to count as RPS eligible.  PG&E submitted RPS guidelines revisions to the California Energy Commission (CEC) concerning out of country RPS eligibility.  PG&E’s proposal includes a process to show that the foreign country’s environmental review process and standards are just as rigorous as those of California.  CEC staff has provided initial feedback on PG&E’s proposed revisions, advising that they do not believe the guidelines need to be changed.  PG&E will meet with CEC staff to explain the current guideline ambiguity.
2. Discussion with BC official concerning commercial negotiations

The PG&E Team met with a delegation of BC government officials and BC Hydro executives on October 12, 2007, to review the status of the Working Group.  The Working Group consists of representatives from BC Hydro, Powerex, Energy Ministry, BCTC and PG&E, and has met regularly between April and October to identify the potential opportunities and challenges of conceptual commercial arrangements.  Its initial conclusions indicate that the commercial structure could be feasible and that work should continue to complete economic assessment and resource integration work.  The BC parties informed PG&E at the October 12 meeting that they had reached a stage in the analysis where they will “check-in” with the provincial government and request the provincial government to evaluate the project and confirm their policy instructions.  PG&E will learn more about the next steps after in early 2008 following BC’s internal check-in process.
3. Renewable generation pilot program

The pilot program discussions are on hold while BC Hydro/Powerex officials meet with the provincial government.  PG&E expects that discussions will continue in January once the BC parties conclude their internal deliberations.     Execution of the pilot program may be delayed due to BC representatives’ need to complete this “check-in” before proceeding further.  

4. Assessment of potential transmission projects

CH2MHill has completed geographic information systems (GIS) mapping of potential routes for a new transmission line or submarine cable.  The initial study areas of a 40 mile wide overland corridor and a 12 nautical mile wide submarine corridor have been identified.  GIS mapping has identified critical wildlife, biology, land use and terrain elements that could impact the project routing or development cost.  A siting criteria was applied to identify a narrower 5 mile corridor to be used in the next level of analysis and for discussions with Federal, State and local agencies.  An opportunity and constraints assessment has be prepared to identify routing feasibility/challenges and investigate the high level engineering feasibility of the submarine option.
Summary of British Columbia Renewable Energy Policy Developments 

BC Hydro plans to issue 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

· After the BC “check in”, continue discussions with the BC Working Group on the renewable generation pilot program and a larger renewable generation deal.

· Refine wind, biomass, small hydro and geothermal generation data for its economic analysis.
· Confer with Federal, State and local agencies concerning routing options.
· Develop a project cost estimate and development schedule based on the identified 5 mile wide corridor.
· Develop a permitting plan addressing the federal, state, provincial, and local permits and approvals likely to be needed. 
· Meet with Energy Division to update and seek input.

From September 1, 2007 through November 30, 2007, PG&E has spent approximately $1.2 million of allowed reimbursable costs on its BC renewable generation feasibility study.
PG&E will continue to provide quarterly reports to Energy Division and the Division of Ratepayer Advocates throughout Phase I of this feasibility study.  In addition to this report, PG&E would be glad to provide a briefing at the CPUC offices at your convenience.  Upon completion of Phase I, 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 me at (415) 973-1595.

Sincerely,

Janet C. Loduca 
