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August 30, 2006 
 
Advice 2896-E 
(Pacific Gas and Electric Company ID U 39 E) 
 
Public Utilities Commission of the State of California 
 
Subject:  Establish Peaker Generation Cost Memorandum Account  
 
In response to the August 15, 2006 Assigned Commissioner’s Ruling Addressing 
Electric Reliability Needs in Southern California for Summer 2007 (“ACR”) and 
concurrent with PG&E’s August 30, 2006 Report submitted pursuant to Ordering 
Paragraph 2 of the ACR, PG&E requests California Public Utilities Commission 
(“CPUC” or “Commission”) authorization to establish a memorandum account that 
would allow PG&E to record the costs of acquisition and installation of 200 MW of 
peaking generation, and associated non-ISO transmission facilities’ upgrades 
consistent with the ACR.  Such costs will include initial and future payments to 
ensure timely equipment deliveries, as well as associated permitting, siting and 
construction costs necessary to implement PG&E’s proposals by the Summer of 
2007.  PG&E requests this memorandum account be approved expeditiously so 
that PG&E can proceed with critical tasks necessary to permit, site and install the 
peaking generation before Summer 2007. 
 
Purpose 
 
PG&E seeks authorization for PG&E to establish Electric Preliminary Statement 
Part EK -- Peaker Generation Cost Memorandum Account (PGCMA).  PG&E’s 
August 30, 2006 Report in response to the ACR contains a proposal for the 
development by Summer 2007 of 200 MW of new, utility-owned, peaking units for 
PG&E's service territory.  These peakers would promote electric system reliability 
in PG&E’s service territory should a repeat of the Summer 2006 Heat Storm occur 
in the future.  Expeditious approval of PG&E’s memorandum account is necessary 
is ensure appropriate tracking of costs for future review and disposition by the 
Commission.   
 
To bring its proposals to fruition and to meet an on-line date of August 1, 2007, 
PG&E expects to start now to secure the needed equipment and permits.  First, 
PG&E expects to make a non-refundable deposit to equipment manufacturers by 
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mid-September, 2006 to ensure its place in the manufacturing queue.  PG&E 
expects to take these actions in order to ensure the peaker turbines may be 
delivered in time to meet the on-line date.  Second, PG&E expects to begin the 
site selection and permitting process now if the peakers are to be on-line by 
August 1, 2007.  This process will utilize outside consultants who will may perform 
analysis of each potential new peaker generation site for environmental (e.g., 
water and air quality) and geotechnical issues, provide construction management, 
or perform other tasks as necessary to meet the requested on-line date.   
Therefore, PG&E requests approval of the memorandum account to track these 
costs on an expedited basis.   
 
PG&E does not propose to include any internal labor costs in the memorandum 
account to avoid any possibility of double counting of costs recovered through 
other rate proceedings.  However, if the peaking projects are approved, any 
internal labor for project management and construction would be included in the 
initial capital cost of the facilities. 
 
The Commission has a long-standing practice of approving memorandum 
accounts as a ratemaking vehicle to avoid the prohibition on retroactive 
ratemaking: 

 
It is a well-established tenet of the Commission that ratemaking is done on 
a prospective basis.  The Commission’s practice is not to authorize 
increased utility rates to account for previously incurred expenses, unless, 
before the utility incurs those expenses, the Commission has authorized the 
utility to book those expenses into a memorandum account or balancing 
account for possible future recovery in rates.  This practice is consistent 
with the rule against retroactive ratemaking.1
 
Memorandum accounts were designed to allow utilities the opportunity to 
record costs incurred prior to the Commission’s review of the costs for 
reasonableness.  In order to carry out its ratemaking duties fairly and 
orderly, the Commission has decided to parallel the prohibition against 
retroactive ratemaking by requiring that the establishment of a 
memorandum account not be retroactive.  That is, the memorandum 
account can start to record debits and credits only prospectively from the 
date the account is authorized.  In that way, if recorded costs are 
subsequently approved for recovery in rates, there will be no confusion or 
entanglement of issues regarding retroactive ratemaking.2
 

PG&E’s request for a memorandum account to track the costs of the peaker 
generation is consistent with these ratemaking principles.   

 
1 Southern California Water Co., Decision 92-03-094 (March 31, 1992), 43 Cal. P.U.C. 2d 600. 
2 Re Southern California Edison Co., Decision 99-11-057, (November 18, 1999), 1999 Cal. PUC 
LEXIS 769. 
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Monthly Reports 
 
PG&E plans to submit a monthly “Planning and Construction” Report to keep the 
Commission informed of the progress of the projects.  The report will include 
information on the status of the projects, costs incurred from inception to date, and 
any issues or concerns regarding the projects so that the Commission can provide 
guidance as the projects advance. 
 
No cost information is required for this filing, nor will this filing increase any rate or 
charge, cause the withdrawal of service or conflict with any other schedule or rule. 
 
Shortened Protest – 15 Days 
 
In order for PG&E to ensure its place in the manufacturing queue by mid-
September, PG&E requests a slightly shortened protest period.  Therefore, 
anyone wishing to protest this filing may do so by letter sent via U.S Mail, by 
facsimile or electronically, any of which must be received no later than 15 days 
after the date of this filing, which is September 14, 2006.  The protest must state 
the grounds upon which it is based, including such items as financial and service 
impact, and should be submitted expeditiously.  
 
There are no restrictions on who may file a protest or response, but the protest or 
response shall set forth specifically the grounds upon which it is based and shall 
be submitted expeditiously.   
 
Protests should be mailed to: 
 

CPUC Energy Division 
Attention: Tariff Unit, 4th 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 also should be sent via U.S. mail (and by facsimile and electronically, 
if possible) to PG&E at the address shown below on the same date it is mailed or 
delivered to the Commission:  
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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 August 30, 2006, the 
date this filing was submitted to the Commission.   
 
Notice 
 
In accordance with General Order 96-A, Section III, 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 service list for R.05-12-013, R.06-02-013, and 
A.05-06-006. 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 
 

 
 
Vice President, Regulatory Relations 
 
Attachments 
 
cc:  Service Lists  R.05-12-013, R.06-02-013, and A.05-06-006 



 

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 U39M 

Utility type:   Contact Person: Megan Hughes

 ELC  GAS      Phone #: (415) 973-1877

 PLC  HEAT  WATER E-mail: MEHr@pge.com 

EXPLANATION OF UTILITY TYPE 

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

(Date Filed/ Received Stamp by CPUC) 

Advice Letter (AL) #: 2896-E  
Subject of AL: Establish Peaker Generation Cost Memorandum Account
Keywords (choose from CPUC listing): Memorandum Account
AL filing type:  Monthly  Quarterly   Annual   One-Time   Other _____________________________ 
If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution:  
Does AL replace a withdrawn or rejected AL?  If so, identify the prior AL 
Summarize differences between the AL and the prior withdrawn or rejected AL1:  
Resolution Required?  Yes  No   
Requested effective date: 8-30-2006 No. of tariff sheets: 3
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 Statement Part EK 
Service affected and changes proposed1:See Advice Letter
Pending advice letters that revise the same tariff sheets: N/A

 
Protests and all other correspondence regarding this AL are due no later than 15 days after the 
date of this filing, unless otherwise authorized by the Commission, and shall be sent to: 
CPUC, Energy Division      Utility Info (including e-mail) 
Attention: Tariff Unit 
505 Van Ness Ave.,  
San Francisco, CA 94102 
jjr@cpuc.ca.gov and jnj@cpuc.ca.gov

Attn: Brian K. Cherry 
         Director, Regulatory Relations 

77 Beale Street, Mail Code B10C 
P.O. Box 770000 
San Francisco, CA 94177 
E-mail: PGETariffs@pge.com 

 

                                                 
1 Discuss in AL if more space is needed. 

mailto:jjr@cpuc.ca.gov
mailto:jnj@cpuc.ca.gov
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  Original Cal. P.U.C. Sheet No. 25241-E 
Pacific Gas and Electric Company Cancelling  Cal. P.U.C. Sheet No.  
San Francisco, California   

PRELIMINARY STATEMENT 
(Continued) 

EK. PEAKER GENERATION COST MEMORANDUM ACCOUNT (PGCMA) (N) 
| 

1. PURPOSE: 

The purpose of the PGCMA is to track costs associated with PG&E’s new utility-owned peaker 
generation proposals as set forth in PG&E’s August 30, 2006 Report in response to the August 15, 
2006 Assigned Commissioner Ruling. 

2. APPLICABILITY: 

The PGCMA shall apply to all customer classes, except for any classes that may be specifically 
excluded by the CPUC. 

3. REVISION DATE: 

Disposition of amounts in this account shall be determined in the appropriate applications or a 
future proceeding as authorized by the CPUC. 

4. RATES: 

This account does not have a rate component. 

5. ACCOUNTING PROCEDURE: 

PG&E shall maintain the PGCMA by making entries at the end of each month as follows: 

a. A debit entry for the equipment expenses associated with the execution of PG&E’s peaker 
generation proposal, including any reservation payments to vendors and other equipment 
payments. 

b. A debit entry equal to the cost of external review and studies of the development process 
(which includes siting, engineering, construction, procurement, transmission, environmental 
assessment, and permitting), due diligence on existing facilities, external legal review, contract 
negotiation and structuring, regulatory approval, oversight of project development to ensure 
timely delivery, market power studies required for project approval, and any additional 
activities as PG&E’s role is further defined in R.06-02-013. 

c.     A credit entry equal to the amounts recorded in entries ‘a’ and ‘b’ that are recovered through 
the capital-related revenue requirement.   

d.     A credit entry equal to the interest expense associated with amounts in entry ‘c’. 

e. A debit entry equal to the interest on the average of the balance at the beginning of the month 
and the balance after entries ‘a’ and ‘b’ above, at a rate equal to one-twelfth the interest rate 
on a three-month Commercial Paper for the previous month, as reported in the Federal 
Reserve Statistical Release, H.15 or its successor. 
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  Revised Cal. P.U.C. Sheet No. 25242-E 
Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No. 25229-E 
San Francisco, California   

  TABLE OF CONTENTS    
    CAL P.U.C.

SHEET NO.
 

Title Page ................................................................................................................................................... 8285-E
Table of Contents: 

Rate Schedules .......................................................................................25229,25050,24961,25043-E
Preliminary Statements ...........................................................................25243,25025,24308,24307-E
Rules ....................................................................................................................................... 25154-E
Maps, Contracts and Deviations.............................................................................................. 23053-E
Sample Forms............................................. 25013,24993,24994,24958,19236,25042,10572,23225-E

 
 

(T) 
(T) 

 

      
  RATE SCHEDULES    

 
SCHEDULE 

  
TITLE OF SHEET 

 CAL P.U.C.
SHEET NO.

 

  RESIDENTIAL RATES    
E-1  Residential Service .................................................. 24768,24769,24770,19910,24771,24772-E  
E-2  Experimental Residential Time-of-Use Service  
E-3  Experimental Residential Critical Peak Pricing Service........................................ 22429,24773,  

  24774,24775,24776,24087,24777,24089,24778,23082,22501,21243,24779,22437,24780-E
 

EE  Service to Company Employees .................................................................................... 24091-E  
EM  Master-Metered Multifamily Service ......................... 24781,24782,24783,20648,24784,24785-E  
ES  Multifamily Service ................................................... 24786,24787,24788,23640,24789,24790-E  
ESR  Residential RV Park and Residential Marina Service 

 .............................................................................. 24791,24792,24793,20657,24794,24795-E
 

ET  Mobilehome Park Service ........................................ 24796,24797,24343,24798,24799,24800-E  
E-6  Residential Time-of-Use Service.............................. 24801,24802,24803,24804,24805,24806-E  
E-7  Residential Time-of-Use Service.............................. 24808,24809,24810,24811,24344,24812-E  
E-A7  Experimental Residential Alternate Peak Time-of-Use Service 

 .............................................................................. 21274,24813,24814,24855,24815,24816-E
 

E-8  Residential Seasonal Service Option .............................................24817,24818,24546,24819-E  
E-9  Experimental Residential Time-of-Use Service for Low Emission 

Vehicle Customers ............... 24820,24821,24822,24823,24824,24825,21289,24826,24827-E
 

EL-1  Residential CARE Program Service....................................24118,24828,24829,24348,24830-E  
EML  Master-Metered Multifamily CARE Program Service .......... 24349,24667,21299,24123,22170-E  
ESL  Multifamily CARE Program Service.......................... 24668,24669,21598,24351,24352,21307-E  
ESRL  Residential RV Park and Residential Marina CARE Program Service 

 .............................................................................. 24670,24671,21599,24353,24354,21313-E
 

ETL  Mobilehome Park CARE Program Service 
 .............................................................................. 24672,24673,21600,22180,24355,21319-E

 

EL-6  Residential CARE Program Time-of-Use Service .... 24849,24850,24851,24852,24853,24854-E  
EL-7  Residential CARE Program Time-of-Use Service 

 .............................................................................. 21320,24133,24674,21601,24356,21325-E
 

EL-A7  Experimental Residential CARE Program Alternate Peak 
Time-of-Use Service ............................................. 21326,24357,24675,19783,24358,21330-E

 

EL-8  Residential Seasonal CARE Program Service Option ...................24359,24676,24360,22190-E  
E-FERA  Family Electric Rate Assistance................................................................23963,24996,21643-E  
    

  COMMERCIAL/INDUSTRIAL    
A-1  Small General Service ........................................................24677,24678,24361,24362,21339-E  
A-6  Small General Time-of-Use Service.............. 22755,23445,24679,24680,21343,24363,21345-E  
A-10  Medium General Demand-Metered Service 

 ........................24148,24681,24682,24683,24684,22757,22874,24364.24365,21354,21355-E
 

A-15  Direct-Current General Service......................................................24685,24686,24366,24157-E  
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  Revised Cal. P.U.C. Sheet No. 25243-E 
Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No. 25230-E 
San Francisco, California   

  TABLE OF CONTENTS 
(Continued) 

   

      
  PRELIMINARY STATEMENTS    

 
SCHEDULE 

  
TITLE OF SHEET 

 CAL P.U.C.
SHEET NO.

 

      
Part DJ  Procurement Transaction Auditing Account ................................................................... 21160-E  
Part DK  Gas Procurement Audit Memorandum Account............................................................. 21202-E  
Part DL  Not Being Used  
Part DM  Bundled Financing Allocation Tracking Account ............................................................ 21610-E  
Part DN  Municipal Surcharges on Department of Water Resources Sales.................................. 21500-E  
Part DO  Reliability Cost Balancing Account................................................................................. 22440-E  
Part DP  Dedicated Rate Component.................................................................................22886,24022-E  
Part DQ  Long Term Procurement Memorandum Account ........................................................... 23418-E  
Part DR  Not Being Used  
Part DS  Restoration Improvement Memorandum Account .......................................................... 22642-E  
Part DT  Energy Recovery Bond Balancing Account...............................................22875,22876,23404-E  
Part DU  Community Choice Aggregation Implementation Costs Balancing Account................... 23066-E  
Part DV  Community Choice Aggregation Cost Responsibility Surcharge Balancing Account ..... 23067-E  
Part DW  Recovery Bond Departing Load Memorandum Account ................................................ 22879-E  
Part DX  Family Electric Rate Assistance Balancing Account ...................................................... 24316-E  
Part DY  Advanced Metering Infrastructure Memorandum Account-Electric ......................23441,23442-E  
Part DZ  Department of Energy Litigation Balancing Account ...................................................... 23994-E  
Part EA  Internal Combustion Conversion Incentive Balancing Account ...................................... 23642-E  
Part EB  Pension Interest Memorandum Account ........................................................................ 24336-E  
Part EC  Demand Response Expenditures Balancing Account ..........................................24741,24742-E  
Part ED  Demand Response Revenue Balancing Account........................................................... 24743-E  
Part EF  Procurement Energy Efficiency Revenue Adjustment Mechanism................................. 25024-E  
Part EG  Credit Card Pilot Program Memorandum Account ...............................................25069,25070-E  
Part EI  SmartMeter™ Project Balancing Account-Electric ………..………………………25141,25142-E  
Part EJ  Pension Contribution Balancing Account .............................................................25227,25228-E  
Part EK  Peaker Generation Cost Memorandum Account……………………………………………25241-E (N) 
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Accent Energy
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SCD Energy Solutions
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Sempra Energy
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Southern California Edison
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