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Advice 2666-E-A
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Public Utilities Commission of the State of California

Subject: Establish Preliminary Statement for the Department of Energy
Litigation Balancing Account

PG&E hereby submits for filing a new addition to its electric tariff sheets:
Preliminary Statement Part DZ — Department of Energy Litigation Balancing
Account (DOELBA). The affected tariff sheets are listed on the enclosed
Attachment 1. Advice 2666-E-A is a supplemental filing, which supersedes Advice
2666-E (filed on May 24, 2005).

Purpose

The purpose of this advice filing is to request the Commission’s approval to
establish a balancing account to track the incremental legal costs and proceeds
associated with PG&E’s lawsuit against the United States Department of Energy
(DOE) associated with the DOE'’s breach of contract resulting from its failure to
take delivery of spent nuclear fuel from PG&E’s Diablo Canyon and Humboldt Bay
nuclear power plants. The purpose of this ratemaking mechanism is to track the
costs and proceeds associated with the DOE litigation and ensure the proper
crediting and allocation of such costs and proceeds for the benefit of ratepayers
between the Diablo Canyon and Humboldt Bay nuclear power plants. PG&E
proposes to debit the costs of the litigation in the DOELBA and credit the
proceeds once they are received. The net balance in the DOELBA would be
credited to ratepayers once the litigation has concluded. This will ensure that the
benefits of the net litigation proceeds are provided to customers.

Background

The DOE litigation was initiated by PG&E by a complaint filed against DOE in the
Federal Court of Claims on January 22, 2004. PG&E has alleged that DOE
breached its contract with PG&E under which DOE agreed to accept delivery of,
and take title to, the spent nuclear fuei from PG&E's Diablo Canyon and Humboldt
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Bay nuclear power plants beginning on January 31, 1998. PG&E was required to
enter into these contracts with DOE as a condition of its Nuclear Regulatory
Commission licenses. The federal framework applicable to all nuclear plants
provides that the federal government shall establish a national repository (now
pianned to be located at Yucca Mountain in Nevada) for long-term storage of
spent nuclear fuel.

The Federal Court of Claims has already determined that DOE breached the
spent fuel contracts in cases involving other nuclear utilties. Given these
developments in other cases, it appears that the issue of DOE’s liability to PG&E
for breach of contract has been effectively resolved; the issue left to be litigated in
the PG&E lawsuits is the amount of damages that PG&E is entitled to recover as
a result of the DOE breach. PG&E has asserted, among other things, that it will
need to build dry cask storage facilities for spent nuclear fuel at Diablo Canyon
and Humboldt Bay as a result of the failure of DOE to take the spent fuel on time
and that the cost of designing, constructing and operating these facilities as well
as other damages should be recoverable.

If PG&E is successful in recovering the costs of the dry cask storage facilities (and
other damages) from DOE, it proposes to credit such proceeds, net of incremental
litigation costs incurred as of January 22, 2004, back to customers. Resolution E-
3912 ordered that any DOE litigation compensation received by PG&E shall be
returned to ratepayers.

DOELBA should be established for the following reasons:

1. The DOELBA is needed so that the Commission can specify the appropriate
method for crediting the proceeds of the litigation and allocating the proceeds
between the ratemaking mechanisms for Diablo Canyon and Humboldt Bay. The
appropriate allocation is uncertain at this time and will depend upon the rationale
adopted by the court in its award of damages. The balancing account will provide
a regulatory vehicle for sorting out the allocation of proceeds and establishing the
proper crediting mechanisms (which may be different for Diablo Canyon, e.g.,
credit to base rates, than it will be for Humboldt Bay, e.g., credit to
decommissioning trust). PG&E proposes to file an advice letter with the
Commission recommending an appropriate crediting and allocation method, after
the litigation is concluded and the proceeds are recovered.

2. PG&E is pursuing the case for the benefit of ratepayers and should be given a
strong incentive to vigorously pursue the case to maximize the proceeds. In its
approval of AL 2624-E, the Commission has allowed PG&E to net its litigation
costs from the proceeds in order to give PG&E such an incentive. PG&E only
proposes to record its incremental costs associated with the litigation, e.g., costs
of outside counsel, expert withesses and document/discovery services.
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3. The CPUC recently issued Resolution E-3912, authorizing the disbursement of
funds from the Humboldt decommissioning trust for purposes of pursuing initial
decommissioning activities. In its Finding of Fact 12, the Commission stated that
should pending litigation result in a settlement, all recovered funds should be
deposited into the Humboldt Bay Nuclear Decommissioning Trust. This advice
letter and the proposed balancing account are in compliance with and implement
that finding.

Protests

Anyone wishing to protest this filing may do so by sending a letter by June 14,
2005, which is 21 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 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.

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

In compiiance with General Order 96-A, PG&E requests that this advice filing
become effective on June 24, 2005, which is 30 days from the date of this filing.

Notice

In accordance with General Order 96-A, Section lll, Paragraph G, a copy of this
advice letter is being sent electronically and via U.S. mail to parties shown on the
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attached list. 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

Suam K Clwnvﬁ/
Director - Regulato elé&t?t;ns

Atftachments

cc: Service List for A. 04-07-032
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23459-E*

PRELIMINARY STATEMENT
{Continued)

DZ. DEPARTMENT OF ENERGY LITIGATION BALANCING ACCOUNT (DOELBA)

1.

PURPOSE: The purpose of the DOELBA is to properly track, record and provide for the crediting
1o customers of any proceeds, net of costs, from PG&E's lawsuit against the Department of
Energy (DOE) filed in the Federal Court of Claims on January 22, 2004, regarding the DOE's
breach of spent fuel contracts. The purpose of this ratemaking mechanism is to track the
incremental costs, e.g., costs of outside counsel, expert witness and document/discovery services,
and proceeds associated with the DOE litigation and ensure the proper crediting and allocation of
such costs and proceeds for the benefit of ratepayers between the Diablo Canyon and Humboldt
Bay nuclear power plants.

APPLICABILITY: The positive DOELBA balance shall be credited to rates upon successful
resolution of the DOE litigation and collection and receipt of proceeds. If PG&E's efforis in the
DOE litigation are unsuccessful, the negative DOELBA balance shall be recovered in rates at the
time the litigation is completed.

REVISION DATE: Disposition of the balance in the account shall be determined through the
advice letter process. Consistent with the Commission’s Resolution E-3912, the advice letter will
request that the portion of the DOELBA balance, net of costs, attributable toc damages associated
with the Humboldt Bay nuclear power ptant shall be deposited into the nuclear decommissioning
trust for the Humboldt Bay nuclear facility and the portion of the DOELBA balance attributable to
damages associated with the Diablo Canyon nuclear power plant, net of costs, shall be credited in
the next applicable General Rate Case to the base rates associated with Diablo Canyon.

DOELBA RATES: This account does not have a rate component.

TIME PERIOD: The DOELBA will be created on June 24, 2005, and will expire after litigation is
completed, proceeds have been received and the Commission has authorized the crediting or
debiting of the DOELBA balance to the proper mechanism, that ensures the benefits of net
litigation proceeds are provided to customers.

DEPARTMENT OF ENERGY LITIGATION COST SUBACCOUNT (DOELGC). The DOELC
subaccount is established in the DOELEA to record incremental litigation costs incurred or paid by
PG&E on or after January 22, 2004, in connection with the DOE litigation.

ACCOUNTING PROCEDURES: PGA&E shall maintain the DOELBA by making entries at the end
of each month. Entries shall be reviewed and verified by the Commission in a proceeding
designated by it or by the Energy Division as necessary. The monthly entries are as follows:

a. A credit entry equal to the litigation proceeds.

b. A credit or debit entry to reflect the balance in the DOELC sub account.

c.  Anentry equal to interest on the average balance in the account at the beginning of the
month and the balance after the above entries, at a rate equal to one-twelfth the interest rate

on three-month Commerciat Paper for the previous month, as reported in the Federal
Reserve Statistical Release H.15 or its successor.

(Continued)
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