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STIPULATION OF
PACIFIC GAS AND ELECTRIC COMPANY AND
THE DIVISION OF RATEPAYER ADVOCATES
REGARDING THE RECORD AND ISSUES

Pursuant to the November 5, 2009, Scoping Memo, Pacific Gas and Electric
Company (PG&E) hereby files the “Stipulation of Pacific Gas and the Division of
Ratepayer Advocates Regarding the Record and Issues” (“Stipulation™) in this
proceeding.l/ This Stipulation is filed jointly on behalf of both PG&E and DRA and is
attached as Appendix A to this pleading.z/

This Stipulation represents the joint position of PG&E and DRA regarding the
record of the proceeding, issues to be resolved in the proceeding, and whether the
Commission should approve PG&E’s application in this proceeding. PG&E and DRA
jointly request that the matters resolved in the Stipulation be included in the
Commission’s final decision on the application. PG&E and DRA agree that the case is

now ready for a final decision in accordance with the procedural schedule established in

the Scoping Memo. PG&E and DRA note that the Stipulation in Appendix A hereto

1/ The Scoping Memo set a due date of November 30, 2009 for this filing, but by email dated
November 30, 2009, ALJ MacDonald granted the parties a one-day extension to file to December
1, 20009.

2/ DRA counsel has authorized PG&E to make this filing on DRA’s behalf.



contains information that the decision in this proceeding should address. In addition,

DRA separately discusses one issue in Appendix A hereto that it believes the decision

should address.

In addition to the Stipulation, PG&E also hereby notifies the Commission and

interested parties that, on November 24, 2009, PG&E received notification from the U.S.

Department of Energy (DOE) that its application for federal funding of its Smart Grid

Compressed Air Energy Storage Demonstration Project has been approved. PG&E will

provide further updates on the status of the DOE award for this project as we move

forward.

Dated: December 1, 2009

Respectfully Submitted,
CHRISTOPHER J. WARNER

By: /s/

CHRISTOPHER J. WARNER

Pacific Gas and Electric Company
77 Beale Street

San Francisco, CA 94105
Telephone: (415) 973-6695
Facsimile: (415) 972-5220
E-Mail: CJW5@pge.com

Attorneys for
PACIFIC GAS AND ELECTRIC COMPANY
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Appendix A
STIPULATION OF PACIFIC GAS AND ELECTRIC COMPANY AND
THE DIVISION OF RATEPAYER ADVOCATES,
COMPRESSED AIR ENERGY STORAGE PROJECT APPLICATION
A.09-09-019

Pacific Gas and Electric Company (PG&E) and the Division of Ratepayer Advocates
(DRA) stipulate as follows:

1. The record in this proceeding consists of PG&E’s application, the pleadings
of the parties, the prehearing conference transcript, and PG&E’s data request responses
to DRA.

2. PG&E and DRA agree that if PG&E files an application for Commission
approval of a Certificate of Public Convenience or Necessity (CPCN) or power purchase
agreement (PPA) for phases of the Compressed Air Energy Storage (CAES) project
subsequent to Phase 1 as described in this application, the results and data from Phase 1
should be considered by the Commission and interested parties as part of the
Commission’s consideration of PG&E’s request for approval of the subsequent phases
and any other requests to the Commission that would commit ratepayer funds for the
subsequent phases, such as Commission approval of the results of a Request for Offers.
Therefore, DRA requests that at the conclusion of Phase 1 of the CAES project, PG&E
be required to file a report on the outcome of Phase 1 activities. DRA asks that the
Commission order PG&E to supplement its DOE Report to discuss the outcome of the
Phase 1 activities, as described in DRA’s Opening Brief filed November 13, 2009, if the
DOE does not require such discussion, and serve the Report and supplements on the
parties to this proceeding. DRA also requests that the Commission consider the results

of Phase 1 prior to Commission authorization of subsequent phases. PG&E believes that



its reports to DOE on Phase 1 of the project will cover all the topics listed by DRA, but
agrees that it will supplement its report to provide the additional information to DRA
and other interested parties for consideration in connection with any application for
Commission approval of subsequent phases of the project. DRA may also exercise its
statutory right to discovery on the results of Phase 1 and the report summarizing those
results, and PG&E commits to expedited responses to that discovery as part of
Commission consideration of any such application for subsequent phases of the project.
PG&E also agrees to meet informally with DRA at any time to discuss the Phase 1
report and results and obtain input on the scope and structure of subsequent phases of the
project prior to filing any application at the Commission for approval of the subsequent
phases. PG&E and DRA agree that this process for cooperation and consideration of
Phase 1 information and results as part of any PG&E request for CPUC approval of
subsequent phases should be included as a condition of the Commission’s approval of
PG&E’s CAES application in this proceeding.

3. Subject to the conditions in paragraph 2 and resolution of the issues, prior to
Phase 2 of the project, set forth in “Separate position of DRA on efficiency of CAES
project” below, DRA does not object to approval of Phase 1 of PG&E’s CAES Project,
Application 09-09-019.

Separate position of DRA on efficiency of CAES project:

It is DRA’s position that PG&E must show that the CAES project is cost-
effective and efficient in order to receive ratepayer funding. PG&E may show cost-
effectiveness and efficiency in one of two ways:

1. The project produces an economic benefit, because it moves energy from off-



peak to peak hours, taking advantage of the difference between peak and off peak
electricity prices; and/or

2. The project produces quantifiable environmental benefits by alleviating the
intermittency and increasing the contribution to system reliability of wind generation,
thus allowing more of this generation to be integrated into the system.

PG&E has been responsive to DRA’s inquiries about the proposed project, and
its potential to provide benefits to ratepayers. However, because cost calculations
depend on performance calculations (i.e. plant efficiency) which are buried in a
proprietary model that is difficult to make transparent, DRA is not entirely convinced
that the project meets either of the foregoing criteria. In fact, responses to DRA’s data
requests have indicated that the modeled performance of this project is based on
preliminary estimates that need to be the subject of further analysis in Phase I, making it
difficult to judge the benefit to ratepayers at this time.

For example, in discovery responses furnished by PG&E to DRA late on
November 30, 2009, PG&E stated that its previously claimed “plant energy ratio” of
0.68 is based on a different project and represents the best-case for PG&E based on
current data inputs. It is not clear from PG&E’s responses if this figure is an input to, or
a product of the model, but the revised estimate of “over .8 indicates the actual
efficiency of the CAES system is lower, or less beneficial to ratepayers:

Q. PG&E's response to DRA Data Request #1 included "Attachment B, PG&E

Advanced CAES Plant and Thermodynamic Parameter Analysis," which stated

that the project would have a "heat rate of 3,839 Btu/kWh and a plant energy

ratio of 0.68 kWh-in for every kWh-out." Using the parameters specified in that

Attachment, DRA calculates an Energy Ratio of 0.848. What is the actual
Energy Ratio?



A. PG&E agrees that the 0.68 Energy Ratio cited does not occur using the
conditions specified in Attachment B. The attached graph entitled "Design
Optimization CAES Plant Concept" from Energy Storage & Power (the owner of
the patents on second generation CAES) shows the relationship between Heat
Rate, Energy Ratio, Air Flow, and MW Output for a representative plant (in this
case, a nominal 400-MW plant). In the example shown, Energy Ratio can range
between 0.7 and 0.88 and Heat Rate can range between 3,520 and 3,775
Btu/kWh. While the design specified by PG&E will be capable of an Energy
Ratio of 0.68, it will not occur at the conditions specified (mass flow, Heat Rate,
and MW). At the conditions specified, the Energy Ratio is over 0.8. PG&E has
not made sufficient modeling runs to define all the points on the curves identified
in the sample optimization attached. Phase I of the project will include the full
range of modeling necessary to identify all points on the Design Optimization
graph. (Emphasis added.)

While DRA acknowledges that determining the in-situ performance and cost-
effectiveness of CAES is the ultimate goal of this project, we also believe ratepayer
funds should only be expended once PG&E has demonstrated that the project is
conceptually viable under reasonably probable physical and economic conditions.
Therefore, although PG&E does not agree that the cost calculations are relevant or
available, given that PG&E has not conducted Phase 1 in which such information would
be developed, DRA and PG&E agree that the Commission should require PG&E to
furnish the following additional information before examining the merits of Phase 2 of
the CAES project: An analysis of how the project is impacted by a reasonable range of
plant performance, project costs, discount rate, greenhouse gas prices, natural gas prices,
sources of energy used to power the compressors, and sources of energy and capacity
displaced by the proposed CAES project. Additionally, DRA recommends that the
Commission require PG&E to submit said additional information prior to engaging in
contracts of final design which implicitly commit ratepayer funding to subsequent

phases. At a minimum, PG&E should calculate the cost-effectiveness for a best-case



and worst-case combination of input variables. Once PG&E furnishes this data, DRA

(and other parties) should have 60 days for review and comment.



CERTIFICATE OF SERVICE

I, the undersigned, state that [ 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 77 Beale Street, San
Francisco, California 94105

On December 1, 2009, I served a true copy of:

STIPULATION OF PACIFIC GAS AND ELECTRIC COMPANY AND THE
DIVISION OF RATEPAYER ADVOCATES REGARDING THE RECORD AND
ISSUES

[XX] By Electronic Mail — serving the enclosed via e-mail transmission to each of the
parties listed on the official service list for A.09-09-019 with an e-mail address.

[XX] By U.S. Mail — by placing the enclosed for collection and mailing, in the course
of ordinary business practice, with other correspondence of Pacific Gas and
Electric Company, enclosed in a sealed envelope, with postage fully prepaid,
addressed to those parties listed on the official service list for A.09-09-019
without an e-mail address and the following parties:

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 1st day of December, 2009, at San Francisco, California.

/s/
MARTIE L. WAY
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Total number of addressees: 23

DIONNE ADAMS OPERATION REVENUE
REQUIREMENTS DEPT
PACIFIC GAS AND ELECTRIC COMPANY
77 BEALE ST., MAIL CODE B9A
SAN FRANCISCO CA 94105

Email: DNG6@pge.com

Status: INFORMATION

Andrew Campbell
CALIF PUBLIC UTILITIES COMMISSION
EXECUTIVE DIVISION
505 VAN NESS AVE RM 5203
SAN FRANCISCO CA 94102-3214
Email: agc@cpuc.ca.gov
Status: STATE-SERVICE

David M. Gamson
CALIF PUBLIC UTILITIES COMMISSION
DIVISION OF ADMINISTRATIVE LAW JUDGES
505 VAN NESS AVE RM 5019
SAN FRANCISCO CA 94102-3214

Email: dmg@cpuc.ca.gov

Status: STATE-SERVICE

Katherine MacDonald
CALIF PUBLIC UTILITIES COMMISSION
DIVISION OF ADMINISTRATIVE LAW JUDGES
505 VAN NESS AVE RM 5103
SAN FRANCISCO CA 94102-3214

Email: kk3@cpuc.ca.gov

Status: STATE-SERVICE

NORA SHERIFF
ALCANTAR & KAHL
33 NEW MONTGOMERY ST, STE 1850
SAN FRANCISCO CA 94105
Email: nes@a-klaw.com
Status: INFORMATION

KAREN TERRANOVA
ALCANTAR & KAHL
33 NEW MONTGOMERY ST, STE 1850
SAN FRANCISCO CA 94105
Email: filings@a-klaw.com
Status: INFORMATION

MARC D. JOSEPH

ADAMS BROADWELL JOSEPH & CARDOZO

601 GATEWAY BLVD., STE. 1000

SOUTH SAN FRANCISCO CA 94080-7037
FOR: Coalition of California Utility Employees (CUE)
Email: mdjoseph@adamsbroadwell.com
Status: INFORMATION

CHRISTOPHER J. WARNER
PACIFIC GAS AND ELECTRIC COMPANY
77 BEALE ST, B30A
SAN FRANCISCO CA 94120-7442
FOR: Pacific Gas & Electric Company
Email: cjw5@pge.com
Status: PARTY

Kevin R. Dudney
CALIF PUBLIC UTILITIES COMMISSION
ENERGY DIVISION
505 VAN NESS AVE AREA 4-A
SAN FRANCISCO CA 94102-3214
Email: kd1@cpuc.ca.gov
Status: STATE-SERVICE

Charlyn A. Hook
CALIF PUBLIC UTILITIES COMMISSION
LEGAL DIVISION
505 VAN NESS AVE RM 4107
SAN FRANCISCO CA 94102-3214
Email: chh@cpuc.ca.gov
Status: STATE-SERVICE

Rebecca Tsai-Wei Lee
CALIF PUBLIC UTILITIES COMMISSION
ENERGY PRICING AND CUSTOMER PROGRAMS
BRANCH
505 VAN NESS AVE RM 4209
SAN FRANCISCO CA 94102-3214

Email: wtr@cpuc.ca.gov

Status: STATE-SERVICE

ANNIE STANGE
ALCANTAR & KAHL
1300 SW FIFTH AVE., STE 1750
PORTLAND OR 97201
Email: sas@a-klaw.com
Status: INFORMATION

HILARY CORRIGAN

CALIFORNIA ENERGY MARKETS

425 DIVISADERO ST. STE 303

SAN FRANCISCO CA 94117-2242
Email: cem@newsdata.com
Status: INFORMATION

ALEXIS WODTKE
CONSUMER FEDERATION OF CALIFORNIA
520 S. EL CAMINO REAL, STE. 340
SAN MATEO CA 94402
FOR: Consumer Federation of California
Email: lex@consumercal.org
Status: PARTY
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Lisa-Marie Salvacion
CALIF PUBLIC UTILITIES COMMISSION
LEGAL DIVISION
505 VAN NESS AVE RM 4107
SAN FRANCISCO CA 94102-3214
FOR: DRA
Email: Ims@cpuc.ca.gov
Status: PARTY

Sarah R. Thomas
CALIF PUBLIC UTILITIES COMMISSION
LEGAL DIVISION
505 VAN NESS AVE RM 5033
SAN FRANCISCO CA 94102-3214
FOR: DRA
Email: srt@cpuc.ca.gov
Status: STATE-SERVICE

BRIAN T. CRAGG ATTORNEY
GOODIN, MACBRIDE, SQUERI, DAY & LAMPREY
505 SANSOME ST, STE 900
SAN FRANCISCO CA 94111
FOR: Independent Energy Producers Association
Email: bcragg@goodinmacbride.com
Status: PARTY

TODD J. CAHILL
SAN DIEGO GAS & ELECTRIC COMPANT
8330 CENTURY PARK COURT
SAN DIEGO CA 92123
Email: tcahill@semprautilities.com
Status: INFORMATION

MICHAEL HAWIGER ATTORNEY
THE UTILITY REFORM NETWORK
115 SANSOME ST, STE 900
SAN FRANCISCO CA 94104
FOR: The Utility Reform Network
Email: marcel@turn.org
Status: PARTY

Karin M. Hieta
CALIF PUBLIC UTILITIES COMMISSION
ENERGY PRICING AND CUSTOMER PROGRAMS
BRANCH
505 VAN NESS AVE RM 4102
SAN FRANCISCO CA 94102-3214

FOR: DRA

Email: kar@cpuc.ca.gov

Status: STATE-SERVICE

ANDREW B. BROWN
ELLISON SCHNEIDER & HARRIS LLP
2600 CAPITOL AVE, STE 400
SACRAMENTO CA 95816-5905

Email: abb@eslawfirm.com

Status: INFORMATION

MRW & ASSOCIATES, LLC
1814 FRANKLIN ST, STE 720
OAKLAND CA 94612
Email: mrw@mrwassoc.com
Status: INFORMATION

CENTRAL FILES
SAN DIEGO GAS & ELECTRIC CO.
8330 CENTURY PARK COURT, CP31-E
SAN DIEGO CA 92123
Email: CentralFiles@semprautilities.com
Status: INFORMATION
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