STATE OF CALIFORNIA

ARNOLD SCHWARZENEGGER, Govermor

PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3298

March 3, 2006

Rose de la Torre

Pacific Gas & Electric

77 Beale Street, Room 1088
Mail Code B10C

San Francisco, CA 94105

Tel. No. (415) 703-1691

Advice Letter 2777-E-A

'S ul O -}
AEGULATORY S DEPARTMEN,

MAR 9 2006

Subject: Modify balancing account language pursuant Resolution E-3956

Dear Ms de la Torre:

Advice Letter 2777-E-A is effective February 28, 2006. A copy of the advice letter is returned

herewith for your records.
Sincerely,

Sean H. Gallagher, Director
Energy Division



Pacific Gas and
3 Electric Company..

Brian K. Cherry 77 Beale Street, Room 1087
Director San Francisco, CA 94105
Regulatory Relations

Mailing Address

Mail Code B10C

Pacific Gas and Electric Company

P.O. Box 770000

San Francisco, CA 94177

415.973.4977

Internal: 223.4877

Fax: 415.973.9572
Internet: BKC7@pge.com

February 3, 2006

Advice 2777-E-A
(Pacific Gas and Electric Company ID U 39 E)

Public Utilities Commission of the State of California

Subject: Supplement -- Modify Balancing Account Language (Preliminary
Statements M, R, BX, and DX)

Pursuant to discussions with Energy Division, Pacific Gas and Electric Company
(PG&E) hereby submits for filing a supplemental filing to Advice 2777-E. The
affected tariff sheets are listed on the enclosed revised Attachment |. This
supplemental advice filing entirely supersedes Advice 2777-E.

Purpose

PG&E is filing revised language for the following accounts to indicate that
disposition of the balance in these accounts shall be done through the Annual
Electric True-Up (AET) advice letter process, as approved by the Commission.

M California Alternate Rates for Energy Account (CAREA)

R Affiliate Transfer Fees Account (ATFA)

BX Interruptible Load Programs Memorandum Account (ILPMA)
DX  Family Electric Rate Assistance Balancing Account (FERABA)

In addition, PG&E has modified the language in the ATFA, ILPMA, and FERABA
accounts to conform the accounting instructions to allow the recovery of balances
in these accounts through the AET advice letter process. These accounts do not
have their own rate components and as a result must be transferred to other
regulatory accounts for rate recovery. The new language that PG&E is proposing
in the preliminary statements attached to this advice letter will allow for these
transfers.

In the near future, PG&E plans to file a separate advice letter related to the Self
Generation Program Memorandum Account (SGPMA). This separate advice letter
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will request tariff changes necessary to transfer the balance in the SGPMA to
another regulatory account for rate recovery and add language to account for the
recently approved supplemental funding for the 2006 SGIP, and funding for the
California Solar Initiative approved in Decision 05-12-044 and Decision 06-01-024.

Protests

Anyone wishing to protest this filing may do so by sending a letter by February 23,
2006, which is 20 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:

CPUC Energy Division
Attention: Tariff Unit, 4™ Floor
505 Van Ness Avenue

San Francisco, California 94102

Facsimile: (415) 703-2200
E-mail: jjr@cpuc.ca.gov and jnj@cpuc.ca.gov

Copies of protests also should be mailed to the attention of the Director, Energy
Division, Room 4004, at the address shown above. 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

PG&E requests that this advice filing become effective on February 28, 2006, so
that the requested accounting transfers can be made during the February
accounting close.
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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. 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

fm&:(}(&w /@z’

Director - Regulatory Relations

Attachments



CALIFORNIA PUBLIC UTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY
ENERGY UTILITY

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed)

Company name/CPUC Utility No. Pacific Gas and Electric Company (ID U39)

Utility type: Contact Person: Bernard Lam
M ELC M GAS Phone #: (415) 973-4878
O PLC O HEAT O WATER | E-mail: bxlc@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) #: 2777-E-A

Subject of AL: Supplement -- Modify Balancing Account Language (Preliminary Statements M, R, BX, and
DX)

Keywords (choose from CPUC listing): _Balancing Account, Text Changes
AL filing type: O Monthly [0 Quarterly [0 Annual M One-Time [ Other
If AL filed in compliance with a Commaission order, indicate relevant Decision/Resolution #:
N/A

Does AL replace a withdrawn or rejected AL? If so, identify the prior AL: N/A

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

Resolution Required? [ Yes M No
Requested effective date: February 28, 2006 No. of tariff sheets: 10

Estimated system annual revenue effect: (%): N/A

Estimated system average rate effect (%): N/A

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).

Tariff schedules affected: Preliminary Statements
Service affected and changes proposed!: N/A
Pending advice letters that revise the same tariff sheets: 2777-E, superseded by this filing

Protests and all other correspondence regarding this AL are due no later than 20 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

San Francisco, CA 94102 77 Beale Street, Mail Code B10C
P.O. Box 770000

jjr@cpuc.ca.gov and jnj@cpuc.ca.gov San Francisco, CA 94177
E-mail: PGETariffs@pge.com

Discuss in AL if more space is needed.




REVISED ATTACHMENT 1
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Cal P.U.C. Cancelling Cal

Sheet No. Title of Sheet P.U.C. Sheet No.

24312-E Preliminary Statement Part M--California Alternate 18601-E
Rates for Energy Account

24313-E Preliminary Statement Part R--Affiliate Transfer 16532-E
Fees Account

24314-E Preliminary Statement Part BX--Interruptible Load 18902-E
Programs Memorandum Account

24315-E Preliminary Statement Part BX (Cont.) 18855-E

24316-E Preliminary Statement Part DX--Family Electric 23415-E
Rate Assistance Balancing Account

24317-E Table of Contents -- Preliminary Statements NEW

24318-E Table of Contents -- Preliminary Statements 24300-E

24319-E Table of Contents -- Preliminary Statements 24076-E

24320-E Table of Contents -- Preliminary Statements 24298-E

24321-E Table of Contents -- Rate Schedules 24301-E

Page 1 of 1
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Revised Cal. P.U.C. Sheet No.
Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No.
San Francisco, California

24312-E
18601-E

PRELIMINARY STATEMENT
(Continued)

M. CALIFORNIA ALTERNATE RATES FOR ENERGY ACCOUNT (CAREA)

1.

PURPOSE: The purpose of the CARE balancing account is to record the California Alternate
Rates for Energy (CARE) Program revenue shortfall associated with the Low-Income Ratepayer
Assistance program established by Decisions 89-07-062 and 89-09-044 as well as the expansion of
the LIRA Program authorized by Decision 92-04-024. This account also records the CARE
Program administrative costs, pursuant to Public Utilities Code Section 739.1 (b). The program
was revised in Decision 94-12-049 and the name changed to CARE.

Descriptions of the terms and definitions used in this section are found in Rule 1.

APPLICABILITY: The CARE shortfall applies to all non-CARE rate schedules and contracts
subject to the jurisdiction of the California Public Utilities Commission (CPUC), except for those
schedules and contracts specifically excluded by the CPUC.

REVISION DATE: Disposition of the balance in this account shall be determined through the
Annual Electric True-Up (AET) advice letter process.

CAREA RATES: CAREA Rates are included in the effective rates set forth in each rate schedule,
(see Preliminary Statement Part ) as applicable.

CARE ACCOUNTING PROCEDURE: PG&E shall maintain the CARE Subaccount by making
entries to this account at the end of each month as follows:

a. A debit entry equal to the CARE revenue shortfall resulting from deliveries made on
Schedules EL-1, EML, ESL, ESRL, ETL, EL-7, EL-A7, EL-8, and E-CARE during the current
month less the allowance for franchise fees and uncollectibles accounts expense (FF&U).
The revenue shortfall can be computed by subtracting CARE customer's monthly revenues
from the revenues that would have been recovered from CARE Customers had they been
paying standard residential rates, less the CARE surcharge revenue.

b. A debit entry equal to all monthly administrative costs allocated to the electric CARE Program
that include, but are not limited to, outreach, marketing, regulatory compliance, certification
and verification, billing, measurement and evaluation, and capital improvements and upgrades
to communications and processing equipment.

c. A credit entry equal to the CAREA revenue less the allowance for FF&U expense.

d. A debit or credit entry, as appropriate, equal to the interest on the average balance in the
account at the beginning of the month and the balance in the account after entries 6.a.
through 6.c. above, 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.

REASONABLENESS REVIEW: In conjunction with the appropriate proceeding, the utility shall file
with the Commission an annual report on the CARE Program, reporting on the reasonableness of
recorded Program administrative costs included in the CARE balancing account during the previous
year. CARE administrative costs shall include, but are not limited to, the costs specified in Section
739.1 (b) of the Public Utilities Code.

(D)

M
M

©)
M

M

M

Advice Letter No. 2777-E-A Issued by Date Filed February 3, 2006
Decision No. Thomas E. Bottorff Effective

102307

Senior Vice President Resolution No.

Regulatory Relations
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Revised Cal. P.U.C. Sheet No.
Pacific Gas and Electric Company Cancelling Original Cal. P.U.C. Sheet No.
San Francisco, California

24313-E
16532-E

PRELIMINARY STATEMENT
(Continued)

R. AFFILIATE TRANSFER FEES ACCOUNT (ATFA)

1.

PURPOSE: The purpose of the ATFA is to record employee transfer fees paid to PG&E by its
holding company and affiliates for future ratemaking treatment to ensure that PG&E’s customers
receive the fees. Decision 96-11-017 requires that “[wlhen a PG&E employee is transferred from
PG&E to either the holding company or an affiliate, that entity shall make a one-time payment to
PG&E in an amount equivalent to 25% of the employee’s base annual compensation, unless PG&E
can demonstrate that some lesser percentage (equal to at least 15%) is appropriate for the class of
employee involved.”

APPLICABILITY: The ATFA shall apply to all rate schedules and contracts for electric service
subject to the jurisdiction of the Commission, except for those specifically excluded by the
Commission.

REVISION DATE: Disposition of the balance in this account shall be determined through the
Annual Electric True-Up (AET) advice letter process.

ATFA RATES: The ATFA does not currently have a rate component.

ACCOUNTING PROCEDURE: PG&E shall maintain the ATFA by making entries to this account at
the end of each month as follows:

a. A credit entry equal to the amount of employee transfer fees allocated to PG&E’s electric
ratepayers;

b.  An entry to transfer the balance in the account to another regulatory account as appropriate
for rate recovery, upon approval by the CPUC; and

c. A credit entry equal to the interest on the average balance of the account at the beginning of
the month and the balance after the entries above, 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, G.13 or its successor.

(M
M

M
M

Advice Letter No. 2777-E-A Issued by Date Filed February 3, 2006
Decision No. Thomas E. Bottorff Effective

102308

Senior Vice President Resolution No.

Regulatory Relations



Revised Cal. P.U.C. Sheet No.
) Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No.
& San Francisco, California

24314-E
18902-E

PRELIMINARY STATEMENT
(Continued)

BX. INTERRUPTIBLE LOAD PROGRAMS MEMORANDUM ACCOUNT (ILPMA)

1. PURPOSE: The purpose of the Interruptible Load Programs Memorandum Account (ILPMA) is to
record costs incurred by PG&E to implement and administer new interruptible load and rotating
outage programs during calendar years 2001 and 2002, and continuing until modified or terminated
in the rate design phase of the next general rate case or similar proceeding as ordered in Decision
(D.) 02-04-060, where these costs are in excess of the costs authorized in current rates but
represent new expenditures or activities that PG&E has been ordered to undertake pursuant to
CPUC D. 01-04-006 and D. 02-04-060. Certain related new revenues related to these programs
and activities will also be recorded to the ILPMA. The costs to be recorded to this memorandum
account will include, but will not necessarily be limited to: start-up, administrative, and customer
participation incentive costs for the new Base Interruptible Program (Schedule E-BIP), the new
Demand Bidding Program (Schedule E-DBP), the new Optional Binding Mandatory Curtailment
Program (Schedule E-OBMC), the new Scheduled Load Reduction Program (Schedule E-SLRP),
the new Pilot Base Interruptible Program (Schedule E-PBIP), the new Pilot Optional Binding
Mandatory Curtailment Program (Schedule E-POBMC), and the costs of all related new
Commission-required studies, reports, and rotating outage program enhancements or system
configuration modifications conducted pursuant to D.01-04-006 and D. 02-04-060. The revenues to
be recorded to this memorandum account will include, but will not necessarily be limited to: any
equipment costs or enrollment fees to be paid by customers participating in these new programs,
together with any related non-compliance or contractual non-performance penalties. Pursuant to
D.01-04-006, costs recorded to the ILPMA will be subject to reasonableness review and approved
for recovery absent any showing of “incompetence, malfeasance, or other unreasonableness.”
Separate subaccounts will be maintained to track costs and revenues for each new rate program,
study, or system modification conducted pursuant to D.01-04-006.

2. APPLICABILITY: The ILPMA shall apply to all customer classes, unless any classes are
specifically excluded by the Commission.

3.  REVISION DATE: Disposition of the balance in this account shall be determined through the
Annual Electric True-Up (AET) advice letter process, or any other proceeding as authorized by the
Commission.

4. ILPMA RATE: The ILPMA does not currently have a rate component.

5. ACCOUNTING PROCEDURE: Separate subaccounts will be set up for each new rate program,
study, or system modification conducted. The following entries shall be made for each subaccount
at the end of each month:

a. A debit entry equal to the start-up and administrative expenses recorded in PG&E’s
Operations and Maintenance, and Administrative and General Expense Accounts that are
incurred as a result of each new rate program, study, or system modification conducted
pursuant to D.01-04-006, and D.02-04-060.

b. A debit entry equal to the amount of customer participation incentives credited against
customer bills for each new rate program conducted pursuant to D.01-04-006 and D.02-04-06.

(Continued)

M
M

Advice Letter No. 2777-E-A Issued by Date Filed February 3, 2006

Decision No. Thomas E. Bottorff Effective

Senior Vice President Resolution No.

102309 Regulatory Relations



Revised Cal. P.U.C. Sheet No.

) Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No.
& San Francisco, California

24315-E
18855-E

PRELIMINARY STATEMENT
(Continued)

BX. INTERRUPTIBLE LOAD PROGRAMS MEMORANDUM ACCOUNT (ILPMA) (Cont'd.)

5. ACCOUNTING PROCEDURE: (Cont'd.)

C.

A debit entry for capital-related start-up and administrative costs for each new rate program,
study, or system modification conducted pursuant to D.01-04-006 and D. 02-04-060, equal to:

1) Depreciation expense on the average of the beginning and the end-of-month balance of
plant installed for each new rate program, study, or system modification conducted
pursuant to D.01-04-006 and D. 02-04-060, at one-twelfth of the annual depreciation
rates approved by the CPUC for these plant accounts; plus

2)  The return on investment on the average of the beginning and the end-of-month balance
of plant installed for each new rate program, study, or system modification conducted
pursuant to D.01-04-006 and D. 02-04-060, at one-twelfth of the annual rate of return on
distribution investment last adopted for PG&E's Electric Department by the CPUC; less

3) The return on the average of beginning and end-of-month accumulated depreciation,
and on average accumulated net of deferred taxes on income resulting from the
normalization of federal tax depreciation, at one-twelfth the annual rate of return on
distribution investment last adopted for PG&E Electric Department by the CPUC.

A debit entry equal to federal and state taxes based on income associated with item 5.c.
above, calculated at marginal tax rates currently in effect. This will include all applicable
statutory adjustments.

For federal and state taxes, this will conform to normalization requirements as applicable.
Interest cost will be at the percentage of net investment last adopted by the CPUC with
respect to PG&E.

A debit entry equal to the monthly property taxes on the plant installed.

A credit entry equal to revenues received to implement and administer new interruptible load
and rotating outage programs.

A credit entry equal to all enrollment fees, equipment fees, non-compliance or contractual
non-performance penalties collected from customers participating in each new rate program
conducted pursuant to D.01-04-006 and D.02-04-060.

A credit entry to transfer the balance to another regulatory account as appropriate for rate
recovery, upon approval by the CPUC.

A debit entry equal to the interest on the average of the balance at the beginning of the month
and the balance after entries 5.a. through 5.g. above 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.

(N)
(N)

M

Advice Letter No.
Decision No.

102310

2777-E-A Issued by Date Filed February 3, 2006

Thomas E. Bottorff Effective

Senior Vice President Resolution No.

Regulatory Relations



Revised Cal. P.U.C. Sheet No. 24316-E
) Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No. 23415-E
& San Francisco, California

PRELIMINARY STATEMENT
(Continued)

DX. FAMILY ELECTRIC RATE ASSISTANCE BALANCING ACCOUNT (FERABA)

1. PURPOSE: The purpose of the electric FERABA is to record the revenue shortfalls and program
administrative costs for the large household program (also called the Family Electric Rate
Assistance (FERA) program) approved by D.04-02-057.

2. APPLICABILITY: The FERABA shall apply to all electric customers except for those specifically
excluded by the Commission.

3.  REVISION DATE: Disposition of the balance in this account shall be determined through the @)
Annual Electric True-Up (AET) advice letter process. (M

4. RATES: This account does not currently have a rate component.

5. ACCOUNTING PROCEDURE: PG&E shall make entries to the following subaccounts at the end of
each month as follows:

a) A debit entry equal to the FERA revenue shortfall in residential customer revenue resulting
from the change in price from Tier 3 to Tier 2 for all enrolled FERA customers. The revenue
shortfall is computed by subtracting the residential customers’ monthly revenues from the
revenues that would have been recovered from customers had the Tier 3 rate not been
reduced.

b) A debit entry equal to the administrative costs associated with the FERA program.

c) A credit entry to transfer the balance to other regulatory accounts as appropriate for rate (N)
recovery, upon approval by the CPUC. (N)
d) A debit entry equal to interest on the average balance in the account at the beginning of the @)

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

(Continued)
Advice Letter No. 2777-E-A Issued by Date Filed February 3, 2006
Decision No. Thomas E. Bottorff Effective
Senior Vice President Resolution No.

102311 Regulatory Relations
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