Tab 6:
PG&E Review of Business Plan

PG&E was provided with the opportunity to review and
evaluate the draft Business Plan before its release to Marin’s
local government representatives. PG&E responded on two
occasions: October, 2007 and March, 2008. The letters
include PG&E’s position on the local initiative as well as a list
of their concerns. |

A response to the October, 2007 letter was prepared by
Navigant Consulting, Inc. A response to the March, 2008
letter was prepared by Bill Marcus of JBL Energy. Each of
these responses addresses PG&E’s concerns and clarifies
the issues presented by PG&E.
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I. Introduction

JBS Energy, Inc. was asked to provide comments on Pacific Gas and Electric Company’s
“Comments on the January 2008 Marin CCA Business Plan” (transmitted to the County
by letter dated March 5, 2008). This review provides specific comments on many
assertions in the PG&E March 5™ comments that, if accurate, would have a significant

impact on the analysis presented in the Marin CCA business plan.

JBS Energy previously provided an independent review of the business plan to verify the
soundness of the assumptions and analysis, and examine the risks to Marin communities
under a CCA or the status quo. In that review, the assumptions and analysis were found

overall to be sound and generally conservative.

With respect to PG&E’s March 5™ comments on the business plan, significant portions of

PG&E’s analysis do not hold up under scrutiny.

1. PG&E did not include transparent assumptioﬁs when forecasting its own

generation costs,

2. PG&E’s analyzed its historical generation cost escalation based on a 1998 starting
point. Conditions in 1998 are clearly unrepresentative and lead to a low estimate

of cost escalation that will not recur in the future;

3. PG&E used an improbable gas forecast that assumes gas will be 14% cheaper in

about 12 years than it is now.

4. PG&E made assumptions for costs of renewable generation acquired by the Marin
CCA and GHG reduction from the Marin CCA that conflict with other assertions
either elsewhere within PG&E’s comments or in other recent reports to which

PG&E was a party. ,

As stated in its earlier independent review of the Marin business plan, JBS Energy found
that the plan provides a reasonable basis for going forward. PG&E’s analysis is flawed,

and as a result, does not provide evidence to the contrary.



