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Pacific Gas and Electric Company (PG&E) submitted supplemental advice letter
2647-E-A, which superseded Advice 2647-E, filed on April 1, 2005, in
compliance with Decision (D.) 05-04-025, the Opinion Allocating the Revised
2005 Revenue Requirement Determination of the California Department of Water
Resources (DWR). In that decision, the Commission ordered that “PG&E should
change its tariff rates effective no later than June 1, 2005, for a consolidated rate
change including both the DWR power and bond revenue requirements from this
decision, as well as for the Transmission Access Charge Balancing Account
Adjustment (TACBAA). " PG&E hereby submits supplemental Adwce 2647-E-B
to supersede advice 2647-E-A, for the reasons described herein.

Purpose

The purpose of Advice 2647-E-A was to comply with the requirements of D.05-
04-025, and to incorporate the DWR revenue requirement and TACBAA rate
changes in its electric rates.> Ordering Paragraph (O.P.) 4 of D.05-04-025
provides:

“Within 14 days of the issuance of today’s decision, Southern California
Edison Company (SCE), Pacific Gas and Electric Company (PG&E), and
San Diego Gas & Electric Company shall file advice letters with revised
tariffs that reflect the power charges shown in Appendix A. These new
tariffs shall be effective no later than June 1, 2005, subject to review by
the Commission’s Energy Division.”

' D. 05-04-025, page 5.

2 Advice 2647-E-A supersedes Advice 2647-E, which is in compliance with the requirements of
D.05-03-024. As D.05-04-025 superseded D.05-03-024, so too did Advice 2647-E-A supersede
Advice 2647-E

% The TACBAA rate change was filed in Advice 2648-E.
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The purpose of this supplemental advice letter is to comply with O.P. 4, but to
supersede Advice 2647-E-A with the revised revenue allocation and rate design
provided herein.

Phase 2 of the 2003 General Rate Case

PG&E has entered into a settlement with the Settling Parties® in Phase 2 of its
2003 General Rate Case (Application 04-06-024). Phase 2 is not a revenue
requirement proceeding. Instead, in Phase 2, the Commission has the
opportunity to set rates to better reflect cost of service principles, without
increasing total revenue. While the Settling Parties all had differing views on
appropriate cost of service principles in Phase 2, all the Settling Parties agreed
that the residential customer class was bearing less than its full cost of service
and that most non-residential customer classes are bearing more than their full
cost of service. Further, the Settling Parties agree that proceedings where
revenue requirements are being reduced create an opportunity to better align
rates with cost.

A fundamental agreement between the Settling Parties in Phase 2 is that
residential class rates should increase, not decrease. Accordingly, the Settling
Parties have agreed to specific revenue allocation principles to be used for the
remainder of 2005, as well as for changes in 2006 and 2007 prior to Phase 2 of
PG&E’s next GRC, to better utilize revenue requirement changes to align rates
with cost of service.

For the revenue requirement changes in 2005, the Settling Parties agree that the
residential class should forgo revenue requirement reductions stemming from the
2005 DWR and 2005 ERRA/CTC proceedings. Benefits of these revenue
requirement reductions will instead be applied to lower non-residential rates
more than they would have been lowered absent efforts by the Setiling Parties.

Thus, in this supplemental advice, PG&E proposes to implement the TACBAA
rate change in the manner proposed in Advice 2647-E-A, but to allot the entire
reduction due to the DWR revenue requirement change to non-residential
customers. In this way, the full DWR revenue requirement reduction will be
passed to customers consistent with D.05-04-025 on June 1, 2005.

* The Settling Parties are the following: Agricultural Energy Consumers Association (AECA);
Building Owners and Managers Associations of San Francisco and of California (BOMA);
California City-County Street Light Association (CAL-SLA); California Farm Bureau Federation
(CFBF); California Large Energy Consumers Association (CLECA); California Manufacturers &
Technology Association (CMTA); California Retailers Association (CRA); Cogeneration
Association of California and Energy Producers and Users Coalition (CAC/EPUC); East Bay
Municipal Utility District (EBMUD); Energy Users Forum (EUF); Indicated Commercial Parties
(ICP); Office of Ratepayer Advocates (ORA); Pacific Gas and Electric Company (PG&E); The
Utility Reform Network (TURN); Wal-Mart Stores, Inc. (Wal-Mart); and The Western
Manufactured Housing Communities Association (WMA).
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Electric Rate C lidati

In this advice letter, PG&E consolidates three revenue requirement changes
described below into a single electric rate change.

2005 DWR Bond Charge

The 2005 DWR proceeding established a DWR bond charge rate. O.P. 2 of
D.05-04-025 set the 2005 DWR bond charge at $0.00459 per kilowatt-hour
(kWh). The DWR bond charge will be set at this rate in all rate schedules where
the DWR bond charge applies. This amounts to a decrease in DWR bond
charge revenues (approximately $26 million) relative to current rates. The DWR
bond charge is paid by eligible bundled, direct access and departing load
customers. Direct access customers that pay the DWR bond charge will not
realize an overall decrease in charges because the reduction in the DWR bond
charge will be offset by an increase to DWR power charges to maintain the
Direct Access Cost Responsibility (DA CRS) cap of $0.027 per kWh.

2005 DWR Power Charge Tariff and Remittance Rate

The 2005 DWR power charge revenue requirement to be collected from bundled
customers provided by the revised 2005 DWR revenue requirement decision is
$1,300 million. PG&E proposes to combine the current year power charge
revenue requirement with the amortization of the Power Charge Collection
Balancing Account (PCCBA) balance adopted by Resolution E-3906 ($136
million from the Annual Electric True Up (AET)) to develop the power charge
related revenue requirement for bundled customers to be implemented in
generation rates ($1,164 million). Relative to current bundled rates, this is a
reduction of approximately $202 million.

The corresponding DWR remittance rate for PG&E is provided in Schedule 3,
Appendix A, of the April 7 final decision and is $0.05214 per kWh. Pursuant to
O.P. 3, the 2005 DWR power charge is required to go into effect no later than
June 1, 2005, and remain in effect until further order of the Commission.

2005 Transmission Access Charge Balancing Account Adjustment
(TACBAA)

On December 23, 2004, PG&E filed revisions to the TACBAA component of
transmission rates at the Federal Energy Regulatory Commission (FERC).
FERC adopted PG&E’s recommendation in its letter dated March 3, 2005,
effective April 1, 2005. In order to further its goal of consolidating rate changes,
PG&E has deferred this rate change in order to consolidate it with rates that
change as a result of the DWR decision. The change would increase the
TACBAA rate, which is collected as part of transmission rates, from $0.00011
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per kWh to $0.00034. As a result, transmission rates would increase by
approximately $19 million. Bundled and direct access customers pay these
transmission charges and would realize an increase from this rate change.
PG&E separately filed the change to the TACBAA rate April 1, 2005, in Advice
2648-E, but has incorporated the effect of this rate change in rates filed in this
Advice Letter.

Revenue Allocation and Rate Design

TACBAA and DWR bond charge rates are already set. Consistent with the
Settlement described above, residential rates will increase only slightly for the
TACBAA rate change. PG&E then allocates the remainder of the revenue
requirement change to non-residential customers based on each rate schedules’
share of generation revenue consistent with the current allocation practice and
the guidance set forth in the Rate Design Settlement Agreement (RDSA)
approved by D.04-02- 062.°

Generation rates are then set by changing generation demand and energy
charges by the percentage necessary to collect the revenue allocated to the
schedule. In general, total rates are then determined by summing the applicable
rate components. However, in the residential class, total rates for Tier 1 and Tier
2 usage (i.e., usage up to 130% of baseline) are constralned at levels as
adopted by the Commission as of February 1, 2001.° To implement the slight
increase to the residential class resulting from the TACBAA increase, PG&E
proposes that Tier 1 and Tier 2 rates for usage up to 130 percent of baseline be
maintained at their current level. PG&E proposes to propomonally increase Tier
3 and Tier 4 rates to reflect the TACBAA increase to the class.”

PG&E has incorporated all the revenue requirement changes discussed above to
determine the rates proposed in this advice letter. Table 1 provides proposed
revenue allocation results for bundled customers. Table 2 provides proposed
revenue allocation results for direct access customers.

onditional Settlement of Phase 2 of the 2 R
The Settling Parties urge the Commission to act swiftly to take advantage of this

opportunity to better align rates with cost. However, the Settling Parties have
agreed that revenue allocation and rates provided for in Advice 2647-E-B are

% See Paragraph 10 of the RDSA.

& water Code Section 80110 prohibits increases to total rates for residential usage less than 130
percent of baseline until such time as the California Department of Water Resources (DWR) has
recovered the costs of power it has procured for the electrical corporation’s retail end use
customers.

” The method described above adjusts residential rates such that the incremental surcharges for
Tier 3 and Tier 4 are the same for all residential rate schedules consistent with current practice.
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conditional upon Commission approval of this Settlement. Accordingly the
Settling Parties have agreed that Advice 2647-E-B shall specify:

1) In the event the Commission rejects this Settlement before putting into effect
rates from Advice 2647-E-B, PG&E will put into effect the rates from Advice
2647-E-A as soon as possible; and

2) In the event the Commission puts the rates from Advice 2647-E-B into effect
and then rejects the Settlement, PG&E will put into effect the rates from Advice
2647-E-A as soon as possible (provided rates from Advice 2647-E-B have not
been superseded by a subsequent rate change) and immediately file a new
advice letter to implement the DWR revenue requirement decrease as originally
provided for in Advice 2647-E-A, except that PG&E shall further reduce
residential rates, and increase non-residential rates, to collect from non-
residential customers that portion of the decrease they received on June 1 that
would have been allocated to residential customers but for the terms of this
Settlement.

Tariff Changes

Table 3 provides the revised rate values consistent with the revenue allocation
and rate design discussed above. PG&E will supplement this advice letter prior
to June 1 to revise its tariffs with the revised rate values. In addition, consistent
with changes to the revenue requirement, PG&E proposes to revise rates for the
PCCBA and TACBAA in electric Preliminary Statement | — Rate Schedule
Summary.

Protests — Shortened Protest Period — 5 Days

D.05-04-025 requires that rates resulting from the revenue requirement adopted
by that decision become effective on June 1, 2005. PG&E hereby requests that
the protest period for this advice letter be shortened to 5 days, or May 18, 2005.
If granted, PG&E will so notify the Advice Letter Service List the same day. 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:

CPUC, Energy Division

Attention: Tariff Unit

505 Van Ness Ave.,

San Francisco, California 94102

Facsimile: (415) 703-2200

E-mail: jir@cpuc.ca.gov and jnj@cpuc.ca.gov

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.
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The protest should 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 Cherry

Director, Regulatory Relations

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

San Francisco, California 94177

Facsimile: (415) 973-7226

E-mail: PGETariffs@pge.com

Effective Date

Pursuant to O.P. 4 of D.05-04-025, PG&E requests that Advice 2647-E-B is
effective June 1, 2005.

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 parties on the list for Application (A.)00-11-038, A.04-06-024
and Investigation (1).02-04-026. Address changes should be directed to Rose de

la Torre at (415) 973-4716. Advice letter filings can also be accessed
electronically at:

http://www.pge.com/tariffs
S/ﬂa/\’\ CQW /4 174
Director, Regulatory Relations
Attachments

cc: Service Lists for A.00-11-038



CALIFORNIA PUBLIC UTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY

Utility type: Contact Person: Anita Smith
M ELC M GAS Phone #: (415) 973-2467
O PLC O HEAT 1 WATER [ E-mail:aws4@pge.com

EXPLANATION OF UTILITY TYPE {Date Filed/ Received Stamp by CPUC)

ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat WATER = Water

Advice Letter (AL) #: 2647-E-B
Subject of AL: _Revised 2005 Department of Water Resources (DWR) Revenue Requirement Determination

Keywords (choose from CPUC listing):

AL filing type: O Monthly [1 Quarterly [0 Annual M One-Time O Other
If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #:
D. 05-04-025

Does AL replace a withdrawn or rejected AL? If so, identify the prior AL: Not applicable

Summarize differences between the AL and the prior withdrawn or rejected AL":

Resolution Required? [ Yes & No

Requested effective date: 06/01/2005 No. of tariff sheets: 135 to be provided as a
supplement.

Estimated system annual revenue effect: (%): See Tables 1 and 2
Estimated system average rate effect (%): See Tables 1 and 2

When rates are affected by AL, include attachment in AL showing average rate effects on customer classes
(residential, small commercial, large C/I, agricultural, lighting). See Table 1 and 2.

Tariff schedules affected: Tariffs to be revised with rate values provided herein (Table 3) in supplement.

Service affected and changes proposed’: Electric rate schedules related to the 2005 DWR Revenue
Requirement determination.

Pending advice letters that revise the same tariff sheets: 2626-E-B, 2628-E.

Protests and all other correspondence regarding this AL are due no later than 5 days after the
date of this filing, unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division Pacific Gas and Electric Company

Attention: Tariff Unit Attn: Brian K. Cherry

505 Van Ness Ave., Director, Regulatory Relations
. 77 Beale Street, Mail Code B10C

San Francisco, CA 94102 ’

ir@ v and ini® cpuc.ca.qov P.O. Box 770000

Jir@cpuc.ca.gov and Inigcouc.ca.qov San Francisco, CA 94177

E-mail: PGETariffs @pge.com

Discuss in AL if more space is needed.




Attachment |
Table 1
Advice 2647-E-B

Table 1
lllustrative Revenue Allocation
Bundled Service
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PG&E Gas and Electric Advice

Filing List

General Order 96-A, Section IlII(G)

ABAG Power Pool

Accent Energy

Aglet Consumer Alliance
Agnews Developmental Center
Ahmed, Ali

Alcantar & Elsesser

Anderson Donovan & Poole P.C.
Applied Power Technologies
APS Energy Services Co Inc
Arter & Hadden LLP

Avista Corp

Barkovich & Yap, Inc.

BART

Bartle Wells Associates

Blue Ridge Gas

Bohannon Development Co
BP Energy Company

Braun & Associates

C & H Sugar Co.

CA BIdg Industry Association

CA Cotton Ginners & Growers Assoc.

CA League of Food Processors
CA Water Service Group
California Energy Commission
California Farm Bureau Federation
California Gas Acquisition Sves
California ISO

Calpine

Calpine Corp

Calpine Gilroy Cogen
Cambridge Energy Research Assoc
Cameron McKenna

Cardinal Cogen

Celinet Data Systems

Chevron USA Production Co.
Childress, David A.

City of Glendale

City of Healdsburg

City of Palo Alto

City of Redding

CLECA Law Office
Constellation New Energy
Cooperative Community Energy
CPUC

Creative Technology

Cross Border Inc

Crossborder Inc

CSC Energy Services

Davis, Wright Tremaine LLP
Davis, Wright, Tremaine, LLP
Defense Fuel Support Center
Department of the Army
Department of Water & Power City

13-May-05

DGS Natural Gas Services

DMM Customer Services

Douglass & Liddell

Downey, Brand, Seymour & Rohwer
Duke Energy

Duke Energy North America
Duncan, Virgil E.

Dutcher, John

Dynegy Inc.

Ellison Schneider

Energy Law Group LLP

Energy Management Services, LLC
Enron Energy Services

Exelon Energy Ohio, Inc

Exeter Associates

Foster Farms

Foster, Wheeler, Martinez
Franciscan Mobilehome

Future Resources Associates, Inc
G. A. Krause & Assoc

Gas Transmission Northwest Corporation

GLJ Energy Publications

Goodin, MacBride, Squeri, Schlotz &
Hanna & Morton

Heeg, Peggy A.

Hitachi Global Storage Technologies
Hogan Manufacturing, Inc

House, Lon

Imperial Irrigation District
Integrated Utility Consulting Group
International Power Technology
Interstate Gas Services, Inc.

J. R Wood, Inc

JTM, Inc

Kaiser Cement Corp

Korea Elec Power Corp

Luce, Forward, Hamilton & Scripps
Marcus, David

Masonite Corporation

Matthew V. Brady & Associates
Maynor, Donald H.

McKenzie & Assoc

McKenzie & Associates

Meek, Daniel W.

Mirant California, LLC

Modesto Irrigation Dist

Morrison & Foerster

Morse Richard Weisenmiller & Assoc.
Navigant Consulting

New United Motor Mfg, Inc

Norris & Wong Associates

North Coast Solar Resources
Northern California Power Agency

Office of Energy Assessments
Palo Alto Muni Utilities

PG&E National Energy Group
Pinnacle CNG Company
PITCO

Plurimi, Inc.

PPL EnergyPlus, LLC

Praxair, Inc.

Price, Roy

Product Development Dept

R. M. Hairston & Company

R. W. Beck & Associates
Recon Research

Regional Cogeneration Service
RMC Lonestar

Sacramento Municipal Utility District
SCD Energy Solutions

Seattle City Light

Sempra

Sempra Energy

Sequoia Union HS Dist
SESCO

Sierra Pacific Power Company
Silicon Valley Power

Simpson Paper Company
Smurfit Stone Container Corp
Southern California Edison
SPURR

St. Paul Assoc

Stanford University
Sutheriand, Asbill & Brennan
Tabors Caramanis & Associates
Tansev and Associates
Tecogen, Inc

TFS Energy

Transwestern Pipeline Co
Turlock Irrigation District

U S Borax, Inc

United Cogen Inc.

URM Groups

Utility Cost Management LLC
Utility Resource Network
Wellhead Electric Company
Western Hub Properties, LLC
White & Case

WMA



