STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER, Governor
PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE Tel, No. (415) 703-1691
SAN FRANCISCO, CA 94102.3208

July 6, 2005 Advice Letter 2633-E/2633-E-A

Rose de la Torre

Pacific Gas & Electric

77 Beale Street, Room 1088 R
Mail Code B10C o

San Francisco, CA 94105

Subject: Revised Preliminary Statement CS — Advanced Metering and Demand Response
Account

Dear Ms de la Torre:

Advice Letter 2633-E/2633-E-A is effective February 24, 2005. A copy of the advice letter is

returned herewith for your records.

Sincerely,

2

Sean H. Gallagher, Director
Energy Division



Pacific Gas and )
" Electric Company

- Brian K, Cherry

. 77 Beale Street, Room 1087
Director - :
Regulatory Relations San Francisco, CA 94105
Mailing Address
Maii Code B10C
February 24, 2005 PO, Box 770000
San Francisco, CA 94177
415.973.4977
. Internal: 223.4977
Advice 2633-E Fax: 415.973.7226
. . Cellular: 415.517.5067
(Pacific Gas and Electric Company ID U 39 E) intsrnet: BKC@pge com

Public Utilities Commission of the State of California

Subject: Proposal of Pacific Gas and Electric Company for Authority to
Record Additional Incremental Costs Required for Advanced
Metering Infrastructure (AMI) Business Case Development,
Including Contract Negotiation and Development of the AMI
Project Application in the Advanced Metering and Demand
Response Account.

Purpose

Pacific Gas and Electric Company (PG&E) hereby requests authority to record in
the Advanced Metering and Demand Response Memorandum Account
(AMDRA) newly identified incremental costs associated with finalizing the AMI
Business Case, including negotiating contracts, and preparing and securing
approval of the AMI Project Application. These activities are vital to the
development of an AMI Project as it evolves into the next stages of contract
negotiation and regulatory filings. The affected tariff sheets are listed on the
enclosed Attachment |.

Background

Order instituting Rulemaking (R.) 02-06-001 began a process to assess ways to
implement programs and tools to enable utilities to meet demand response
targets. The creation of the AMDRA was approved in Decision (D.) 03-03-036.
Since its approval on March 13, 2003, the AMDRA has been modified several
times.

Currently, the AMI Project development is evolving into the next stages of
contract negotiation and regulatory filings. Therefore, PG&E is requesting that
the language in the existing AMDRA be modified to allow for the inclusion of the
incremental costs associated with the finalization of the AMI Business Case,
including negotiation of contracts, and activities necessary to prepare and secure
approval of PG&E’s AMI Project Application.
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Recovery Procedure and Mechanism

PG&E requests authority to record these costs in the AMDRA. PG&E
specifically includes these costs in its Preliminary Statement language proposed
in Attachment |. Consistent with the other costs in AMDRA, PG&E wiill report
these costs to the CPUC on a monthly basis.

Revisions to the Preliminary Statement

The Preliminary Statement will be modified to include, in section 5c., “(3)
finalizing the AMI Business Case, including negotiation of contracts, and
activities necessary to prepare and secure approval of PG&E's AMI Project
Application.”

Request for Commission Approval

PG&E requests the Commission approve:

1. Changes to PG&E'’s preliminary statement as described herein;

2. Authority to record incremental costs in AMDRA incurred for the
finalization of the AMI Business Case, including negotiation of
contracts, and activities necessary to prepare and secure approval of
PG&E’'s AMI Project Application.

Expedited Protest Period

Due to the immediacy of incurring incremental costs for finalizing the AMI
Business Case, including negotiation of contracts, and activities necessary to
prepare and secure approval of the AM! Project Application, PG&E respectfully
requests expedited treatment of this advice filing and a limitation of the protest
period such that the notice period for this filing be shortened from twenty days to
eleven (11) calendar days after the date of this filing, pursuant to General Order
96-A, Section IV-B Effective Date and Section XV-Exceptions. PG&E requests
that anyone wishing to protest this filing do so by sending a letter by March 7,
2005, which is 11 days from the date of this filing. The protest must state the
grounds upon which it is based, including such items as financial and service
impact, and should be submitted expeditiously. Protests should be mailed to:

IMC Branch Chief — Energy Division
California Public Utilities Commission
505 Van Ness Avenue, 4" Floor

San Francisco, California 94102
Facsimile: (415) 703-2200

E-mail: jjr@cpuc.ca.gov
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Protests also should be sent by e-mail and facsimile to Mr. Jerry Royer, Energy
Division, as shown above, and by U.S. mail to Mr. Royer at the above address.

The protest shouid be sent via both e-mail and facsimile to PG&E on the same
date it is mailed or delivered to the Commission at the address shown below.

Pacific Gas and Electric Company
Attention: Brian K. Cherry
Director, Regulatory Relations

77 Beale Street, Mail Code B10C
P.O. Box 770000

San Francisco, California 94177
Facsimile: (415) 973-7226

E-mail: RxDd@pge.com

Effective Date

In accordance with General Order 96-A, Section V.B., PG&E requests that this
advice filing become effective as of the date of this filing, February 24, 2005.
The immediate need to begin contract negotiations and the AMI Project
Application requires that PG&E seek this expedited approval.

Notice

In accordance with General Order 96-A, Section ill, Paragraph G, a copy of this
advice letter is being sent electronically and via U.S. mail to parties shown on the
attached list and the parties on the service list for R.02-06-001. Address
changes should be directed to Rose De La Torre at (415) 873-4716. Advice
letter filings can also be accessed electronically at:

http://www.pge.comftariffs

B : iy /12

Director - Regulatory Relations

Attachments

cc: Service List R.02-06-001
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) & Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No.

San Francisco, California

23070-E
21565-E

PRELIMINARY STATEMENT
{Continued)

CS. ADVANCED METERING AND DEMAND RESPONSE ACCOUNT (AMDRA) (Cont'd.)

5. ACCOUNTING PROCEDURE: {Cont'd.)

b.

A debit entry equal to PG&E's incremental O&M and A&G expenses, including costs of
consultants, and costs of werkshop participation, incurred after September 19, 2003, of
developing analyzing proposals for and participating in Phase Il of Rulemaking

(R.} 02-08-001 within the scope of the November 24, 2003 Assigned Commissioner's Ruling
and Scoping Memo (Phase I1) issued in Docket R.02-06-001, including:

(1} Development of an advance metering infrastructure (AMI} business case methadology,
including development of costs and benelfits and methodologies to evaluate the costs
and benefits.

(2) Development of technology options, such as Air-Conditioning (A/C) Cycling, and how
they interface with AMI.

{3) Development of PG&E’s plan {both for 2004 and post-2004 proposals and activities) for
achieving the Commission’s 5 percent demand response target in 2007, including
analysis of the feasibility of achieving the target, PG&E's position on modification of
existing programs, and preliminary identification of new programs.

A debit entry equal to PG&E’s incremental O&M and A&G expenses, including costs of
consultants and internal staff, incurred in: (1) developing an advanced metering
infrastructure (AMI) business case analysis as contemplated by the November 24, 2003
Assigned Commissioner's Ruling and Scoping Memo (Phase 2) and the February 19, 2004
Joint Assighed Commissioner and Administrative Law Judge’s Ruling issued in R.02-06-001,
and as discussed in subsequent workshops facilitated by CPUC and CEC staff, (2) pre-
planning evaluation and assessment activities carried out in reasonable anticipation of
deployment of AMI systems under the time frame in the proposed schedule discussed by the
CPUC and CEC staff in the workshops held in R.02-06-001 on March 29 and 30, 2004, and
(3) finalizing the AMI Business Case, including negotiation of contracts, and activities
necessary to prepare and secure approval of PG&E’s AM! Project Application, including,
without limitation:

{1) All activities reasonably necessary for the development of an AMI business case
analysis such as:

{a) Determination of all internal and external costs associated with different AMI
rollout scenarios, including: issuance and analysis of requests for proposals
(RFPs) for AMI technology acquisition; AMI technology evaluation; evaluation of
information technology (IT) costs; evaluation of costs of interfacing AMI with utility
systems; and development of computer models to analyze costs and financing.

(b) Estimation of utility operational benefits of AMI deployment under different under
different rollout scenarios.

(c) - Estimation and valuation of demand response benefits under different rollout
scenarios including development of suitable computer models.

{d) Continued costs of workshop participation related to AM| analysis and deployment.

(L)

Advice Letter No.
Decision No.

54423

2633-E lssued by Date Filed February 24, 2005

03-03-036,04-01-012 Karen A. Tomcala Effective

Vice President Resolution No.

Reguiatory Relations
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Pacific Gas and Electric Company " Cancelling Revised Cal. P.U.C. Sheet No.

L ) A .
& San Francisco, California

23071-E
99318-E

PRELIMINARY STATEMENT
(Continued)

CS. ADVANCED METERING AND DEMAND RESPONSE ACCOUNT (AMDRA) (Cont'd.)

5.  ACCOUNTING PROCEDURE: (Cont'd.)

(2) Activities associated with pre-AMI deployment evaluation and planning. These activities
would assess functional and technical system requirements for infrastructure,
communication systems, internal system integration, as well as other potential rollout
requirements.

PG&E will provide the Energy Division with a bi-monthly update report of the costs
being recorded for items 1 and 2 above. :

A debit entry for capital-related revenue requirements, if any, that includes depreciation
expense, the return on investment, federal and state income taxes, and property taxes
associated with the costs of installing equipment.

A debit entry equal to the interest on the average of the balance at the beginning of the
month and the balance after the above entry at a rate equal to one-twelfth the interest rate on
three-month Commercial paper for the previous month, as reported in the Federal Reserve
Statistical Release, H.15, or its successor.

Disposition: Annually, PG&E will file an advice letter, which shall include a summary of the
entries to this account requesting recovery of the balance. Upon approval, PG&E will transfer
the balance to the Disposition Revenue Adjustment Mechanism (DRAM), or other appropriate
balancing account, in order to consolidate rate recovery of the AMDRA balance with rate
recovery of other Commission-approved revenue requirement changes.

Advice Letter No.
Decision No.

54424

2633-E Issued by Date Filed February 24, 2005

03-03-036,04-01-012 Karen A. Tomcala Effective

Vice President Resolution No.

Reguiatory Relations
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