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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Application of Pacific Gas and Electric Company
for Approval of Agreements Related to the o
Novation of the California Department of Water Application No. 03-10-__
Resources Agreement with GWF Energy LLC,
Power Purchase Agreement with GWF Energy II
LLC, and Associated Cost Recovery

(U39 E)

: APPLICATION OF
PACIFIC GAS AND ELECTRIC COMPANY (U 39 E)
FOR APPROVAL OF THE GWF TRANSACTION

L INTRODUCTION AND AUTHORITY REQUESTED

Pacific Gas and Electric Company (“PG&E”) secks California Public Utilities

Commission (“Commission” or “CPUC”) approval of five contracts that it has executed

with the GWF Energy LLC entitics (“GWF")l related to the novation of a power

purchase agreement cxecuted by GWF and the California Department of Water

Resources (“DWR”) during the 2000-2001 energy crisis (“DWR Contract”). The five

coniracts, which are discussed in more detail in Section II below consist of te following:
1. Novation Agreement 2,

2. Amended and Restated Master Power Purchase and
Sale Agreement (“Replacement Agreement”);

1 The GWF Energy LLC entities consist of GWF Energy I LLC (which is referred to as “GWF
I” herein) and GWF Energy II LLC (which is referred to as “GWEF II” herein). A non-specific
reference to “GWF” refers to either one or both entities,

2 PDWR is also a party to this contract,




3. Amended and Restated MRTU Agreement
(“Restated MRTU Agreement”);

4, Tracy Upgrade Power Purchase Agreement (“Tracy
Upgrade PPA”); and

5. Transition Agreement.
Collectively, these contracts are referred to as the “GWF Transaction.”

The GWF Transaction results from the Commission’s direction in Decision (D.)
08-11-056 that the investor-owned utilities (“IOUs”) should pursue novation and/or
renegotiation of the existing contracts between DWR and various counterparties,
including GWE2 The five agreements that make up the GWF Transaction are just and
reasonable in light of current market conditions, achieve novation of the DWR Contract
as directed by the Commission, and are consistent with PG&E’s 2006 Long-Term
Procurement Plan (“LTPP”). PG&E submits the GWF Transaction for Commission
review and requests that the Commission approve the GWF Transaction and find
procurement under all five of the agreements to be reasonable and in the best interests of
PG&E’s customers,

PG&E further requests that this Application be approved within six months; that
is, by April 22, 2010, as set forth in the schedule proposed in Section VL.B.4, below. The
GWTF Transaction includes the option to accelerate the on-line date of the load-following
Tracy Upgrade from June 2013 to June 2012. Commission approval is required before
GWF can make the financial commitments necessary to procure long lead-time
equipment needed for the Tracy Upgrade. If equipment procurement occurs in early

2010, construction can be finished in time for the upgrade to be on-line in June of 2012.

¥ Decision Authorizing Measures to Facilitate Removal of Depariment of Water Resources from
the Role of Supplying Electric Power, R.07-05-025, D.08-11-056 (“DWR Novation Decision”).




Otherwise, the potential to accelerate the avail'ability of the load-following upgrade will
be lost. As demonstrated by the proposed schedule, six months is more than sufficient
time for intervenors to review the GWF Transaction and offer testimony, and for the
Commission to issue its proposed and final decisions.

Finally, PG&E requests to recover the costs of the GWF Transaction through its
Energy Resource Recovery Account (“ERRA”). The costs to be incurred under the GWF
Transaction are actual power costs appropriately recorded and recovered through the
ERRA. In addition, PG&E requests that the Commission approve the recovery of any
stranded costs associated with the GWF Transaction through a non-bypassable charge,
consistent with D.04-12-048 and D.08-09-012, or through Senate Bill (“SB”) 695 as
appropriate and consistent with the Commission’s implementation of SB 695’s
provisions. A detailed overview of this Application is presented in Chapter 1 of PG&E’s
prepared testiﬁlony

IL BACKGROUND AND DESCRIPTION OF THE GWF TRANS-
ACTION,

A, The Existing DWR Contract.

GWF owns and operates three combustion-turbine (“CT”) peaking facilities
referred to as the Henrietta, Hanford, and Tracy Facilities, which are located in Kings and
San Joaquin Counties California. Each of the Hanford and Henrietta Facilities is
powered by two 44 MW units; the Tracy Facility is powered by two 82 MW units, GWF
and DWR executed an amended and restated power purchase agreement referred to as the
“DWR Contract”, dated August 22, 2002, under which GWF sells, and DWR purchases,
energy, and capacity from GWLE’s three plants. Section 10.6 of the DWR Contract

provides that, upon DWR’s written request at any time after January 1, 2003, subject fo




the conditions set forth in the DWR Contract, GWF will enter into a replacement
agreement with a qualified electric supplier, and that the replacement agreement will
constifute a novation of the DWR Contract.

B. The Commission Has Encouraged The Utilities To Novate The
DWR Contracts

During the energy crisis of 2000-2001, DWR entered into a series of contracts for
the procurement of electricity on behalf of retail customers of the IOUs, including the
GWF agreement described above. Although in late 2002 the Commission determined
that the JOUs should resume full responsibility for energy procurement as soon as
possible, DWR continues to supply power under contracts executed prior to January 1,
20032 After revisiting this situation in its Direct Access rulemaking, the Commission
issued a decision in November 2008 that set January 1, 2010 as the target goal for TOUs
to replace DWR through the novation of energy crisis contracts?2 The Commission
explained:

“Novation” refers to the “[substitution] of a new obligation
for an existing one” and “may be accomplished either by
the substitution of a new debtor or a new creditor.”... The
novation clauses in the DWR contracts are specifically
crafted so as to require the Seller to enfer info a

Replacement Agreement with a “Qualified Electric
Supplier,” once DWR so requests.ﬁ

The Commission’s decision delegated oversight of the novation process to the

Assigned Commissioner and Administrative Law Judge who, in a joint ruling, adopted

I

DWR Novation Decision at 3.
Ibid., Ordering Paragraph 5.
Ibid., at 9 and 10,

Ien
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broad principles to guide the novation process.” The key concems identified in the
Implementation Ruling were that: (1) any replacement agreement resulting from the
novation process should be just and reasonable based on criteria used to evaluate bilateral
transactions; (2) any extension of a novated contract should be consistent with long-term
procurement planning criteria; and (3) such agreements should be submitted for approval
through the Tier 3 advice letter process.t

C. The GWF Transaction Retains and Increases Ratepayer

Benefits and Provides a Secure Source of Clean Fossil Fuel
Generation.

The DWR Contract provides that DWR may initiate novation by requesting that
GWF enter into a replacement agreement. After negotiations between DWR and GWF,
and GWF and PG&E, the parties have agreed to the GWF Transaction, which includes
five individual contracts, described in detail below.

1, Novation Agreement

The Novation Agreement documents the agreement between GWF, DWR, and
PG&E to novate the DWR Contract so that PG&E will take the place of DWR as the
buyer under a new Master Power Purchase and Sale Replacement Agreement. The
Novation Agreement also acknowledges that PG&E will replace DWR under a new
Amended and Restated MRTU Agreement.? The Novation Agreement and termination
of the novated agreements (7.¢., the DWR Contract and existing MRTU Agreement) will

* become effective only after the Replacement Apgreement receives Commission approval.

I dssigned Commissioner and Administrative Law Judge’s ruling Regarding Implementation

Measures for Phase II (A4)(2); R.07-05-025, Feb. 4, 2009, (“Implementation Ruling”) at 8-11.
& 1Ibid., Paragraphs 4 and 6.

2 “MRTU” is the acronym for the Market Redesign and Technology Update program of the
California Independent System Operator (CAISO),




2. Replacement Agreement

Under the DWR Contract, deliveries from the Hanford and Henrietta Facilities
will expire on December 31, 2011 and deliveries from the Tracy Facility will expire on
October 31, 2012. The Replacement Agreement substantially restates the terms of the
DWR Contract, except that: (1) PG&E replaces DWR as the Buyer for the remainder of
the original term and contract provisions specific to the authority of the State of
California are removed; (2) greater operating flexibility in the form of ancillary services
and reduced minimum run times for the Hanford and Henrietta facilities are provided to
PG&E, and (3) CPUC Approval is added as a condition precedent to the effectiveness of
the agreement.

3. Restated MRTU Agreement

The Restated MRTU Agreement modifies the terms of the Replacement
Agreement to reflect the parties’ obligations under MRTU while preserving their current
respective financial positions. Billing, scheduling, delivery of electricity and related
contract matters are some of the terms that have been modified to accommodate the time
and process changes that are required to implement MRTU.

4. Tracy Upgrade PPA

GWF plans to upgrade its existing 154 MWs Tracy Facility by adding 145 MWs
of incremental generation and converting the facility into a state-of-the-art combined-
cycle gas turbine (“CCGT”) facility.l® The resulting Tracy Upgrade will be subject to a
10-year fuel conversion agreement for capacity and dispatchable energy referred fo as the
Tracy Upgrade PPA. PG&E will pay a price that is competitive with market alternatives

over the term of the PPA. The plant will have the ability to provide ancillary services,

12 These MW values are expressed in terms of July peak operating conditions,




including spinning reserves and regulating reserves. Deliveries will be made at the existing Tr;clcy
Facility point of interconnection within a PG&E substation. Commercial operation date is June 1,
2013. GWF will post project development security commensurate with its project obligations.
The effectiveness of the Tracy Upgrade PPA is contingent upon Commission approval and a
finding that PG&E’s payments under the PPA are recoverable in rates.

3. Transition Agreement

Under the Transition Agreement, deliveries from the Hanford and Henrietta Facilities
will be extended a year from December 31, 2011 to December 31, 2012, and deliveries from the
Tracy Facility will reduced by a year from October 31, 2012 to October 31, 2011, Terminating
the Tracy Facility deliveries in October 2011 will give GWF the opportunity to upgrade the Tracy
Facility so that it can be operational by June 1, 2013. This arrangement is expected to lower the
cost and emissions per kilowatt hour (“kWh”) of eleciricity procured under the Replacement
Agreement because the Hanford and Henrietta Facilities have lower heat rates and will offer
greater operational flexibility than the Tracy Facility,

The Transition Agreement also allows for the acceleration of the on-line date of the Tracy
Upgrade PPA from June 1, 2013 to June 1, 2012. If this occurs, the project development
milestones in the Tracy Upgrade PPA will be adjusted accordingly. The Transition Agreement
will become effective if it, the Replacement Agreement, and the Tracy Upgrade PPA are
approved by the Commission,

A detailed description of the existing and planned generating facilities is provided in
Chapter 2 of PG&E’s prepared testimony. The interrelationship of the five agreements is
summarized in the following table and depicted by the diagram which appears on the following
page.
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TABLE 2 - SCHEMATIC OF TRANSACTION

Hanford
Peaker
Plant

Existing
CDWR &
GWF PPA

Henrialta
Peaker
Plant

Tracy
Peaker
Plant

[ Existing
CDWR and
GWE MRTU

Agreement

Novatlon

Agreement -
CDWR, PGEE,
GWF

CDWR refiaved of
future obfigations;
PGAE agrees o
pick-up PPA and
MRTU
Replacement

MRTU

Replacement

Agresment -
PG&E & GWF

PGAE replaces
COWR

Agreements

¥

Replacement

Agreement -
PG&E & GWF

PGAE replaces
COWR with minor
changes 1o ncrease
fiesdbity of uills for

PGEE

\

Tracy
Combined

Cycle PPA-
PG&E & GWF

PPA for conversion
of exisfing Tracy
Peaker Plant fo
combined cycla

Transition Agreement - PGRE & GWE_

Umbrella agreement that includes items whereby
Upon certain criterta having been met, tiggers
certain changes fo the Replacement Agreement
and the Tracy Combined Cycle Agresment. These
inchide;

1. Potential acceleration of Tracy Combined Cycle PPA

2. Change In Replacement Agreement - fengthening of
Hanford and Henrigta term by 1 year and shoriening of Tracy
tarm by { year,




III. THE GWF TRANSACTION MEETS THE COMMISSION’S CONDI-
TIONS FOR APPROVAL OF PG&E’S PROCUREMENT FROM THE
THREE GWF GENERATING FACILITIES

The GWF Transaction novates the DWR Contract for procurement from GWF’s three
existing CT facilities and provides additional deliveries from the upgraded Tracy Facility.
The GWF Transaction is consistent with the following standards and policies adopted in the

DWR Novation Decision and Implementation Ruling:

» Fach DWR replacement contract will be reviewed under the “just and
reasonable” standard of review for bilatera] transactions,

¢ Benefits from existing procurement should be preserved.

¢  Whether extensive revisions should be sought at the time of novation is
assessed on a contract-by-contract basis.

¢ Any replacement agreement that would extend the term of a contract should

also be reviewed for consistency with the long-term planning criteria,
pursuant to Public Utilities Code section 454.5.

Below is a summary description of how the GWF Transaction is consistent with the
Commission’s policies for the long-term procurement of energsz. More detailed analysis is
provided in Chapter 3 of PG&E’s prepared testimony.

A. The Replacement Agreement Meets The Commission’s Criteria

For Finding A Replacement Contract To Be “Just and
Reasonable,”

Although the Commission has encouraged the JOUs to assume the buyer’s role in
existing DWR contracts, the Commission declined to find that each novated contract is just
and reasonable and should automatically be recoverable in rates. Instead, the Commission
held that “the replacement contracts will be reviewed in the context of the conditions,

including market conditions, at the time of negotiation, and based on expectations of market

10




conditions for the period that the replacement contract will be in effect.”t The Replacement
Agreement retains the price, delivery, operational requirements, and fuel conversion
provisions of the original DWR Contract. However, PG&E may exercise greater operating
flexibility over the Hanford and Henrietta facilities than it had under the DWR Contract.

B. The Transition Agreement and Tracy Upgrade PPA Are
Consistent With PG&E’s 2006 Long-term Procurement Plan.

In the DWR Novation Decision, the Commission determined that “any replacement
agreement that would extend the term of a contract should also be reviewed by the
Commission for consistency with the long-term procurement planning criteria, pursuant to
section 45442  The Transition Agreement and Tracy Upgrade PPA satisfy the
Commission’s criteria for long-term procurement and are just and reasonable for PG&E
customers. As a load-following resource, the Tracy Upgrade will enable PG&E to respond to
additional system variations that may be caused by intermittent resources.

First, the Tracy Upgrade PPA’s market value is just and reasonable based on a
comparison with market alternatives. An overview of the analysis and comparison of the
Tracy Upgrade PPA’s market value is provided in Chapter 3 and & more detailed analysis
included in confidential Appendix 3-B.

Second, the Tracy Upgrade PPA allows for generation to be developed at the existing
Tracy power plant; such development is known as “Brownfield development” and is also
encouraged by the Commission’s long-term procurement decisions. In the 2004 LTPP
decision, the Commission directed the IOUs “to consider the use of Brownfield sites first and

take full advantage of their location before they consider building new generation on

1 D,08-11-056 at 83.
Z D.08-11-056 at 79.

11




»3 This direction was repeated in the 2006 LTPP decision.’* Based on

Greenfield sites.
information provided by GWF, it appears that impact on the surrounding area will be less
than if the project were to be built at an undeveloped site. The Tracy Upgrade should be
evaluated for consistency with long-term procurement policy as a form of Brownfield
develt;pment.

Third, the Tracy Upgrade is a highly viable project. In the 2006 L.TPP Decision, the
Commission encouraged the utilities to undertake “far greater scrutiny” of project viability
after the Commission learned that several CPUC-approved projects had failed to develop
following its 2004 LTPP decision.* The Tracy Upgrade is highly viable because: (1) the
CAISO transmission studies are complete; (2) regulatory and permitting risks are minimal;
and (3) GWF is an experienced developer. All of these factors are explained in more detail
in Chapter 3 of PG&E’s testimony.

Fourth, the Tracy Upgrade is a more efficient form of fossil fuel g.eneration.
Upgrading the existing CT facility with a steam turbine will result in more efficient electric
generation from a CCGT. The upgraded CCGT facility will require less Btu per kWh of
electricity than the existing CT plant when operated in a non duct-fired operation mode.
Because the Tracy Upgrade will use approximately 35% less natural gas and produce 35%

less waste to produce the same clectric output, the Tracy Upgrade will provide efficiency

—y

3 D 04-12-048, pp. 158-159.

1 D.07-12-052, p. 230.
15

[y

The Commission observed that PG&E had executed contracts for seven new resources as a result
of its 2004 LTRFO representing 2,250 MW of new generation in PG&E’s service area. One year
after receiving Commission approval in 2006, only three of the seven projects had obtained permits
and none had begun construction. The Commission found that Southemn California Edison (SCE)
also faced development hurdles; SCE had filed an application for approval of projects representing
950 MW of incremental generation capacity, but the lack of adequate transmission prevented the
Commission from acting on the application. See D.07-12-052, pp. 158-159.

12




benefits.

Finally, the Tracy Upgrade has the potential to demonstrate how solar energy can be
integrated with a combined cycle steam generating technology and thereby further reduce the
fossil fuel use and erniséions associated with the production of electricity. In October 2008,
GWF received a request from the City of Tracy to consider the development of a solar
project on 200 acres of land owned by the City of Tracy adjacent to the Tracy Facility. The
project would employ Integrated Solar Combined Cycle (“ISCC”) technology to convert
solar energy from a solar field into steam to increase generation by the Tracy Upgrade.
Initial studies of the site’s solar potential indicate that the 200-acre parcel would produce 35-
40 MW when integrated with the Tracy Upgrade. PG&E and GWF have agreed that if GWF
ultimately desires to develop ISCC at the site during the PPA term, the parties will discuss
the feasibility of the additions and the necessary modifications to the Tracy Upgrade PPA to
accommodate the additions. The Tracy Upgrade could help to advance additional
applications of renewable energy, which is consistent with the 2006 LTPP focus on
renewable energy. X

C. The Transactions Are Consistent With The Emissions Perfor-
mance Standard.

The California Emissions Performance Standard (“EPS”) prohibits utilities from
executing long-term electricity power purchase agreements for baseload generation from
facilities that fail to meet the Commission’s adopted EPS standard; it also prohibits the
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Commission from approving non-compliant PPAs~ The GWF Transaction complies with

the EPS.

& See e.g., D.07-12-052 at 74-76.
Y 9B 1368, Stats. 2006, Ch.598, enacted at Public Utilities Code section 8340 et seq.
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I, The Replacement Contract is Exempt from the EPS.

The Replacement Contract, as amended by the Transition Agreement, procures
generation from the Hanford, Henrietta, and existing Tracy facilities for a maximum period
of three years and three months, Since the procurement term is less than five years, the
Replacement Confract is exempt from the EPS.

2. The Tracy Upgrade PPA Meets the EPS,

Under the Tracy Upgrade PPA, PG&E will procure the output of a specific electric
generating facility for a period of 10 years, However, the Tracy Upgrade’s CO; emissions
are not expected to exceed 1,100 of CO, per kWh, which satisfies the EPS standard.

D. Resource Adequacy is Retained Under the Novated Contract.

The DWR Novation Decision found that facilities delivering under DWR Contracts
count toward Resource Adequacy (“RA”) requirements for the -duration of the DWR
Contract. The resource adequacy value of the DWR Contract should apply to the
Replacement Contract because the terms governing the facility’s resource value have been

preserved by the novation.

IV, SUMMARY OF APPLICATION AND REQUESTS

PG&E respectfully requests that the Commission approve the GWF Transaction, find
it to be reasonable and in the best interests of PG&E’s customers, and grant PG&E the cost
recovery requested in this Application.

A, PG&E Requests A Decision Within Six Months.

PG&E requests that this Application be approved within six months or by April 22,
2010 as set forth in the schedule proposed in Section VILB.4. As demonstrated by the
proposed schedule, six months provide sufficient time for parties to review the agreements,

offer testimony, submit briefs, and for proposed and final decisions to be issued.

14




B. PG&E Requests the Commission To Approve Its Cost Recovery
Proposals For the GWF Transaction,

PG&E requests to recover the costs to be incurred under the Novation, Replacement
Agreement, Restated MRTU Agreement, Upgraded Tracy PPA and Transition Agreement,
which are actual power costs appropriately recorded and recovered through the ERRA,

C. PG&E Seeks To Recover Any Stranded Costs Associated With
The Agreements,

The Novation and Replacement Agreement maintain existing deliveries of electric
generation that were procured by DWR in 2002. The Upgraded Tracy PPA represents a
long-term commitment by PG&E in efficient new electric generation capacity for the benefit
of northern California. PG&E requests that the Commission authorize PG&E to recover any
stranded costs associated with these agreements consistent with D,04-12-048 and D.08-09-
012.

To the exient that SB 695, which provides for the recovery of non-bypassable charges
for certain PPAs and utility-owned gencration, is implemented by the Commission, PG&E
reserves the right to seek cost recovery under the new statute.

D. This Application Does Not Waive PG&E’s Rights Under Its
Bankruptcy Settlement

In the Commission’s DWR Novation Decision, the Commission recognized that it
could not requirc PG&E to assume the DWR Contracts under the terms of the PG&E
Bankruptcy Settlement, but that PG&E could receive assignment of a DWR contract on a
voluntary basis.2® By filing this Application, PG&E is not directly or indirectly waiving any
of its rights under the PG&E Bankruptcy Settlement as to the assignment or novation of any

other DWR contract.

18 D.08-11-056 at 47.
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V. OVERVIEW OF PREPARED TESTIMONY

PG&E’s supporting testimony is presented under the following headings to
démonstrate that the GWT Transaction complies with the requirements of the Commission’s
decision regarding DWR contract novation.

s Chapter 1 -- Introduction

This chapter summarizes the regulatory context of the application, PG&E’s showing,
and relief requested.

o Chapter 2 -- Description of the GWF Transaction

This chapter explaing the origin of the DWR coniract, summarizes the
Commission’s order that utilities resume the direct procurement of electricity for their retail
customers through novation, and identifies the features of the GWF transaction that comply
with the commission’s order and provide additional customer benefits, This chapter also
summarizes the Tracy Upgrade PPA and identifies the features of the generating resource
that are favored under the Commission’s long-term procurement policies, including the
Brownfield development, superior fuel efficiency, air cooling, competitive price and strong
viability. The potential for the Tracy Upgrade to host an innovative solar thermal
enhancement of steam gencration technology is also discussed.

o Chapter 3 -- GWF Transaction Compliance with the Standard of Review
for Novation and Contract Extension

This chapter explains that the Replacement Agreement is just and reasonable on its
own and as modified by the Transition Agreement, and that the Tracy Upgrade PPA is
qonsistent with the long-term electric generation procurement principles adopted pursuant to
Section 454.5, on its own and as modified by the Transition Agreement. This chapter also

explains how the Replacement Agreement is not subject to the EPS and how the Tracy
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Upgrade PPA complies with the CO; emission limits of the EPS.

VI. COMPLIANCE WITH THE COMMISSION’S RULES OF PRAC-
TICE AND PROCEDURE

A, Statutory Authority.
PG&E submits this Application pursuant to Sections 451, 454, 454.5, 701, 728, 729, |
740.4 and 795 of the Public Utilities Code, the Commission’s Rules of Practice and
Procedure, and the DWR Novation Decision.

B. Categorization, Hearings, and Issues to be Considered (Rules
2.1(c) and 7.1).

1. Proposed Category.

PG&E proposes that this Application be categorized as a rate setting proceeding.

2. Need for Hearing.

PG&E believes that the Commission should approve the GWF Transaction without
hearings, based on the extensive information presented by PG&E in its Application and
written testimony. However, a date for evidentiary hearing may be reserved to avoid
calendaring delay in the event that hearing is desired.

3. Issues to be Considered.

The following issues should be considered in this proceeding:

(a)  Whether the five contracts that make up the GWF
Transaction proposed in this Application are reasonable
and in the best interest of PG&E’s customers and thus
should be approved by the Commission.

(b)  Whether PG&E should be authorized to recover costs
incurred pursuant to the PPAs in the ERRA and recover
any stranded costs consistent with D.04-12-048, D.08-
09-012, and Senate Bill 695.

(c)  Whether the ten-year Tracy PPA meets the EPS
requirements.
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4. Proposed Schedule

PG&E proposes the following schedule in order to obtain a final decision within six

months of the date of this Application, or April 22, 2010.

PROPOSED SCHEDULE

ACTIVITY
Application filed October 16, 2009
Application Noticed October 19, 2009
Responses filed November 19, 2009

PG&E’s reply to responses

December 1, 2009

Prehearing Conference

December 3, 2009

Scoping memo

December 7, 2009

Intervenor testimony due

December 23, 2010

Rebuttal testimony due

January 8, 2010

Evidentiary hearing (tentative)

January 18, 2010

Concurrent opening briefs filed

February 1, 2010

Concurrent reply briefs filed

February 15, 2010

ALJT Proposed Decision filed

March 22, 2010

Final Decision

April 22, 2010

C. Legal Name and Principal Place of Business (Rule 2.1(a)).

The Applicant’s legal name is Pacific Gas and Electric Company. PG&E’s principal
place of business is 77 Beale Street, San Francisco, California. Its post office address is Post

Office Box 7442, San Francisco, CA 94120-7422.

Vi
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D. Correspondence and Communication Regarding This Application
(Rule 2.1(b))

Correspondence regarding this Application should be directed to PG&E’s

. representatives in this matter, listed below:

Evelyn C. Lee Shannon L. Sims

Charles R. Middlekauff Energy Proceedings

Law Department PACIFIC GAS AND ELECTRIC COMPANY
PACIFIC GAS AND ELECTRIC COMPANY  P.O, Box 770000

P.O. Box 7442 San Francisco, CA 94177-0001

San Francisco, CA 94120-7442 Telephone: (415) 973-2112

Telephone: (415) 973-2786 Facsimile:  (415) 973-3574

Facsimile: (415) 973-5520 E-Mail: S2Sc@pge.com

E-Mail:  ECL8@pge.com

E. Articles of Incorporation (Rule 2,2),

‘PG&E is, and since October 10, 1905, has been, an operating public utility
corporation organized under California law. It is engaged principally in the business of
fumishing electric and gas services in California. A certified copy of PG&E’s Restated
Articles of Incorporation, effective April 12, 2004, is on record before the Commission in
connection with PG&E’s Application 04-05-005, filed with the Commission on May 3, 2004.
These articles are incorporated herein by reference pursuant to Rule 2.2 of the Commission’s
Rules.

VII. CONFIDENTIAL INFORMATION AND SERVICE.

The five agreements for which PG&E seeks approval reveal IOU energy procurement
costs that an 10U may protect as confidential under the Commission’s decision relating to the
confidentiality of electric procurement data submitted to the Commission (D.06-06-066).
Accordingly, the Novation Agreement, Replacement Agreement, MRTU Update
Replacement Agreement, Tracy Upgrade PPA, and Transition Agreement are submitted as

confidential attachments to this Application. This Application is being filed in two versions
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— a redacted (public) version that does not include the agreements and a confidential (non-
public) version that includes the Agreemenis, Except for the attachments, the redacted and
confidential versions of this Application are identical,

In accordance with the Commission’s further direction regarding confidentiality,
(footnote: D.08-04-023) this Application is accompanied by a Motion for Confidential
Treatment of the Agreements.

Concurrent with its filing, PG&E has served a copy of this Application and a redacted
version of its supporting testimony on the service list for R.08-02-007. PG&E has also
served a confidential version of its supporting testimony on the staff of the Commission,
Consistent with the requirements of D.08-04-023, the confidential testimony is accompanied
by a declaration under penalty of perjury establishing the basis for confidential treatment,

VIII. REQUESTED RELIEF

The GWF Transaction is beneficial for PG&E’s ratepayers because it accomplishes
the novation of an existing DWR contract as directed by D. 08-11-056 and procures new
generation capacity at a competitive price from a highly-viable Brownfield development at a
competitive price. Accordingly, PG&E respectfully requests the Commission to issue an
order by April 22, 2010 that:

A, Approves the Novation, Replacement Agreement, Restated
MRTU Agreement, Tracy Upgrade PPA and Transition
Agreement, and find them to be reasonable and in the best
interest of customers;

B. Authorizes PG&E to recover costs incurred pursuant to the
above-listed agreements through a debit to the ERRA
balancing account and to recover any stranded costs
consistent with D.04-12-048, 1D.08-09-012 and Senate Bill
695 as implemented by the Commission;
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C. Finds that the Replacement Agreement and the Tracy
Upgrade PPA comply with the Emissions Performance
Standard,

D. Finds that procurement under the Replacement Agreement
provides resource adequacy to the same extent as provided
by procurement under the DWR Contract; and

E. Grants such other and further relief as the Commission
finds just and reasonable.

Dated at San Francisco, California, this __16™ day of October 2009.

Respectfully submitted,

PACIFIC GAS AND ELECTRIC COMPANY

By: IS/
ROY M. KUGA
Vice President - Energy Supply Management

By: 18/
EVELYN C. LEE

Evelyn C. Lee

Charles R. Middlekauff

LAW DEPARTMENT

77 Beale Street, B30A-3083
San Francisco, CA 94105-1814
Telephone:  (415) 973-2786
Facsimile:  (415) 973-5520
E-Mail: ECL8@pge.com
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VERIFICATION

I, the undersigned, say:

I am an officer of Pacific Gas and Electric Company, a corporation, and am
authorized pursuant to Code of Civil Procedure § 446, § 3, to make this Verification for and

on behalf of said Corporation, and I make this Verification for that reason. I have read the
foregoing Application, and T am informed and believe that the matters therein concerning
Pacific Gas and Electric Company are true.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct.

Executed on October 16™ 2009, at San Francisco, California,

/S/
ROY M. KUGA
Vice President - Energy Supply Management
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APPENDIX 1

Confidential

Novation Agreement
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APPENDIX 2

Confidential

Replacement Agreement
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APPENDIX 3

Confidential

Replacement MRTU
Agreement
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APPENDIX 4

Confidential

Tracy Upgrade PPA
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APPENDIX 5

Confidential

Transition Agreement
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CERTIFICATE OF SERVICE
BY ELECTRONIC MAIL OR U.S. MAIL

1, the undersigned, state that I am a citizen of the United States and am employed in the City
and County of San Francisco; that I am over the age of eighteen (18) years and not a party to the
within cause; and that my business address is Pacific Gas and Electric Company, Law Department
B30A, 77 Beale Street, San Francisco, CA 94105,

I am readily familiar with the business practice of Pacific Gas and Electric Company for
collection and processing of correspondence for mailing with the United States Postal Service. In the
ordinary course of business, correspondence is deposited with the United States Postal Service the
same day it is submitted for mailing.

On the 16™ day of October 2009, I served a true copy of:

APPLICATION OF
PACIFIC GAS AND ELECTRIC COMPANY (U 39 E)
FOR APPROVAL OF THE GWF TRANSACTION
PUBLIC VERSION

[XX} By Hand Delivery to:
Karen Clopton, Chief Administrative Law Judge
CALIFORNIA PUBLIC UTILITIES COMMISSION
505 Van Ness Avenue
San Francisco, CA 94102

I certify and declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct.

Executed on this 16™ day of October 2009 at San Francisco, California.

/8/
ELIZABETH J. DIAMOND
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