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September 18, 2006

Advice 2903-E
(Pacific Gas and Electric Company ID U 39 E)

Public Utilities Commission of the State of California
Subject: 2005 AET Audit Report Clean-Up Advice Filing

PG&E is filing this advice letter in accordance with point 6 of the Commission’s
Utility Audit, Finance, and Compliance Branch’'s (UAFCB) reply to PG&E'’s
response to the 2005 Annual Electric True-Up (AET") Draft Audit Report to correct
the sequencing in the Rate Reduction Bond Memorandum Account (RRBMA).
Additionally, PG&E is eliminating irrelevant language from the Public Purpose
Programs Revenue Adjustment Mechanism (PPRAM), the Distribution Revenue
Adjustment Mechanism (DRAM), the Utility Generation Balancing Account
(UGBA), and the Nuclear Decommissioning Adjustment Mechanism (NDAM)
based on Finding 1 in the Commission’s Draft AET Audit Report.

Backqground

On August 23, 2006, the Utility Audit, Finance, and Compliance Branch (UAFCB)
of the California Public Utilities Commission released a regulatory compliance draft
audit report of Pacific Gas and Electric Company’s (PG&E) AET balancing
accounts submitted in Advice Letter 2706-E, dated September 1, 2005, and
supplemental Advice Letter 2706-E-A dated December 30, 2005. PG&E then filed
comments on the draft report with the UAFCB on August 31, 2006.

On September 8, 2006, the UAFCB staff released a response to PG&E'’s
comments. Point 6 of that report notes that the sequencing in the RRMBA is
inadvertently out of order. Point 6 states:

' The UAFCB conducted a regulatory compliance audit of PG&E’s AET balancing accounts in
Advice Letters 2706-E and 2706-E-A. The audit covered the period January 1, 2005 through
December 31, 2005. Advice Letters 2706-E and 2706-E-A included December 31, 2005 forecast
balancing account balances, which were included in the total projected 2006 revenues used to set
rates effective January 1, 2006.
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“Staff concurs with PG&E agreeing to file an advice letter to correct the
sequencing in the RRBMA preliminary statement by September 30, 2006.

With the submittal of this advice letter, PG&E is correcting the sequencing in the
RRBMA, which is being submitted in Attachment 1.

Additionally, Finding 1 of the UAFCB’s August 23, draft audit report acknowledges
that PG&E discovered an error in the way the imputed revenue calculation was
performed in four balancing accounts including the DRAM, UGBA, PPRAM, and
NDAM. This error did not have any net effect on 2006 revenues because the
error involved a reallocation of dollar amounts among balancing accounts. PG&E
has since made adjustments to correct the amounts in the affected balancing
accounts during the June 2006 accounting close.

In this advice letter, PG&E is hereby proposing to remove such language from the
above mentioned preliminary statements to eliminate this imputation. By
eliminating the language, PG&E'’s tariff will be simplified and the possibility of a
similar error eliminated. At the same time, because the associated revenue, that
is subject to being imputed, is only due to rebate/rebills related to services
performed in 2004, it has become immaterial in the rate setting process.

Protests

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 20 days
after the date of this filing, which is October 9, 20062. 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 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:

> The 20 day protest period concludes on a Sunday. PG&E is moving this date to the next
business day.
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Pacific Gas and Electric Company
Attention: Brian Cherry

Vice President, 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 regular notice, October
18, 2006, which is 30 calendar days after the date of 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
attached list and the parties on the service list for R.04-08-020. Address changes

should be directed to Rose de la Torre at (415) 973-4716. Advice letter filings can
also be accessed electronically at: http://lwww.pge.com/tariffs

N~ X Q\«w>\ R

Vice President, Regulatory Relations
Attachment 1 — Tariff Revisions

cc:  Kayode Kajopaiye, UAFCB Branch Chief
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Revised Cal. P.U.C. Sheet No. 25365-E

Pacific Gas and Electric Company Cancelling Original Cal. P.U.C. Sheet No. 22713-E
San Francisco, California

AT. RATE REDUCTION BOND MEMORANDUM ACCOUNT (RRBMA)

1.

PRELIMINARY STATEMENT
(Continued)

Purpose: The purpose of the RRBMA is to record the difference between the Rate Reduction Bond
(RRB) Savings Amount and the 10 Percent Rate Reduction Amount provided to the residential and
small commercial customers in accordance with AB 1890. This account will determine whether it is
necessary for PG&E to issue additional RRBs or to provide a credit to residential and small
commercial customers over the remaining life of the RRBs. The RRBMA will also track other
credits that may be given to residential and small commercial customers, as defined in Part AS of
this Preliminary Statement.

Applicability: The RRBMA shall apply to all rate schedules as identified in Part AS of this
Preliminary Statement.

REVISION DATE: Disposition of the balance in this account shall be determined through the
advice letter process.

RRBMA RATES: The RRBMA rate, as set forth in each applicable rate schedule, shall be
established to amortize the balance in this account.

DEFINITIONS:

a. Rate Reduction Bonds: RRBs are authorized by the Commission in Decision 97-09-055 to
provide the funds necessary to allow for the 10 percent rate reduction in accordance with
AB 1890.

b. RRB Savings Amount: The RRB Savings Amount is equal to the difference between the
Fixed Transition Amount (FTA) revenue requirement and the revenue requirements
associated with the portion of the transition costs that are recovered through the issuance of
the RRBs, as defined in Item 5.a. (T)

c. 10 Percent Rate Reduction Amount: The 10 Percent Rate Reduction Amount is the difference
between the residential and small commercial customer revenues actually billed and the
residential and small commercial customer revenues that would have been billed, based on
frozen rates as of June 10, 1996.

Time Period: The RRBMA will become effective January 1, 1998, and will expire after the RRBs
are fully repaid.

Accounting PROCEDURES: The RRBMA consists of several memorandum subaccounts. These
memorandum subaccounts and the entries made to these subaccounts are identified below:

a. RRB Proceeds Adjustment Memorandum Subaccount
The following entries shall be made to this subaccount:
1. A monthly debit equal to 10 Percent Rate Reduction Amount.

2. A monthly credit equal to the RRB Savings Amount.

(Continued)

Advice Letter No. 2903-E Issued by Date Filed September 18, 2006
Decision No. Brian K. Cherry Effective October 18, 2006

104841

Vice President Resolution No.
Regulatory Relations




Revised Cal. P.U.C. Sheet No. 25366-E
) Pacific Gas and Electric Company Cancelling Original Cal. P.U.C. Sheet No. 21109-E
& San Francisco, California
PRELIMINARY STATEMENT
(Continued)
AT RATE REDUCTION BOND MEMORANDUM ACCOUNT (RRBMA)
7. Accounting Procedures: (Contd.) (T)
b.  Servicing Fees Memorandum Subaccount
A monthly credit, beginning on the date the Commission approves and implements new rates
or on the date funding is exhausted, equal to the amount of monthly servicing fees associated
with the RRBs that are refundable to residential and small commercial customers.
c.  Carrying Cost Memorandum Subaccount
A monthly credit equal to the interest earned on FTA revenues held by PG&E.
d. SPE Investment Earnings Memorandum Subaccount
A monthly credit equal to the amount received by PG&E, from SPE dividends or due to an
increase in PG&E’s ownership interest in the SPE, due to the investment earnings on the
funds held by the Bond Trustee in the general, overcollateralization, and reserve subaccounts
of the collection account between distribution dates, net of any taxes or other expenses
incurred by the SPE.
e.  Overcollateralization Memorandum Subaccount
A credit equal to the amount received by PG&E, from SPE dividends or due to an increase in
PG&E’s ownership interest in the SPE, due to the FTA charge revenues remitted to the Bond
Trustee and returned to the SPE in excess of the amount needed to pay the total debt service
and other costs associated with the RRBs.
f. Financed Tax Memorandum Subaccount
A monthly credit, beginning on the date the Commission approves and implements new rates
or on the date funding is exhausted, equal to the benefits due to the carrying cost savings of
the financed taxes that occur because of the RRB financing.
g. RRBMA Rate Revenues Subaccount
A monthly credit, beginning on the date the Commission approves and implements new rates
or on the date funding is exhausted, equal to the revenues received from the RRBMA rates,
excluding an allowance for franchise fees and uncollectible accounts expenses at the rates
authorized in PG&E’s most recent General Rate Case (GRC).
8. INTEREST: Interest shall accrue on the average of the beginning and ending month balance in (T)
this RRBMA, at a rate equal to one-twelfth of the interest rate, based on the three-month
commercial paper rate, for the previous month as reported in the Federal Reserve Statistical
Release, H.15. Should publication of the interest rate on the three-month commercial paper be
discontinued, interest will so accrue at the rate of the one-twelfth of the previous month’s interest
rate on commercial paper which most closely approximates the rate that was discontinued, and
which is published in the Federal Reserve Statistical Release, H.15, or its successor publication.
Pursuant to Decision 97-09-055, the interest rate for the RRB Proceeds Adjustment Memorandum
Subaccount, Item 7.a above, shall be adjusted to PG&E'’s authorized rate of return when PG&E (T)
calculates the credit due residential and eligible small commercial customers.
(Continued)
Advice Letter No. 2903-E Issued by Date Filed September 18, 2006
Decision No. Brian K. Cherry Effective October 18, 2006

Vice President Resolution No.
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Revised Cal. P.U.C. Sheet No. 25367-E
) Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No. 24735-E
& San Francisco, California

PRELIMINARY STATEMENT
(Continued)

CG. UTILITY GENERATION BALANCING ACCOUNT (UGBA)

1.  PURPOSE: The purpose of the Utility Generation Balancing Account (UGBA) is to record and
recover the authorized revenue requirements associated with PG&E-owned generation, including
capital and related non-fuel operating and maintenance expenses. (D)

2. APPLICABILITY: The Utility Generation Balancing Account (UGBA) shall apply to all customer
classes, except for those specifically excluded by the Commission.

3. REVISION DATES: Disposition of the balance in this account shall be determined through the
advice letter process.

4. GENERATION RATES: The generation rates are included in the effective rates set forth in each
rate schedule.

5. ACCOUNTING PROCEDURES: The CPUC jurisdictional portion of all entries shall be made at the
end of each month as follows:

a. A credit entry equal to the revenue from the generation rates less the recorded revenues from
the: (1) Energy Resource Recovery Account (as defined in Part | of PG&E’s electric
Preliminary Statement (PS)), (2) Power Charge Collection Balancing Account (as defined in
Part | of PG&E’s electric PS), (3) Regulatory Asset Revenue Adjustment Mechanism (as
defined in Part | of PG&E'’s electric PS), (4) Modified Transition Cost Balancing Account (as
defined in Part | of PG&E’s electric PS); (5) Regulatory Asset Tax Balancing Account (as
defined in Part | of PG&E’s electric PS); (6) Headroom Account (as defined in Part | of PG&E'’s
electric PS); (7) Procurement Transactions Auditing Account (as defined in Part | of PG&E’s
electric PS); and (8) DWR Franchise Fees and Uncollectibles (as defined in Part | of PG&E’s
electric PS);

b. A debit entry equal to one-twelfth of the electric generation portion of revenue requirement
associated with the 2006 pension contribution adopted in Decision 05-12-046, $34.5 million.

c. A credit equal to the Family Electric Rate Assistance (FERA) revenue shortfall. The
corresponding debit entry is defined in PG&E’s electric Preliminary Statement Part DX,

ltem 5.3;
(Continued)
Advice Letter No. 2903-E Issued by Date Filed September 18, 2006
Decision No. Brian K. Cherry Effective October 18, 2006

Vice President Resolution No.
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Revised Cal. P.U.C. Sheet No. 25368-E
) Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No. 24740-E
& San Francisco, California
PRELIMINARY STATEMENT
(Continued)
CZ. DISTRIBUTION REVENUE ADJUSTMENT MECHANISM (DRAM)
1.  PURPOSE: The purpose of the DRAM is to record and recover the authorized distribution revenue
requirements and certain other distribution-related authorized costs. The DRAM will ensure
dollar-for-dollar recovery of these Commission-authorized distribution amounts. (D)
2. APPLICABILITY: The DRAM shall apply to all customer bills for service under all rate schedules
and contracts for electric distribution service subject to the jurisdiction of the Commission, except
for those rate schedules or contracts specifically excluded by the Commission.
3. REVISION DATE: Disposition of the balance in this account shall be determined through the
advice letter process.
4. DISTRIBUTION RATES: The distribution rates are included in the effective rates set forth in each
rate schedule.
5. ACCOUNTING PROCEDURES: The following entries shall be made each month:
a. A debit entry equal to the annual authorized distribution revenue requirements divided by
twelve.
b. A debit entry equal to one-twelfth of the electric distribution portion of revenue requirement
associated with the 2006 pension contribution adopted in Decision 05-12-046, $77.2 million.
c. A debit or credit entry equal to the total of the distribution-related regulatory account balances,
including an allowance for franchise fees and uncollectibles (FF&U) accounts expense at the
rates authorized in PG&E’s most recent GRC, transferred to the DRAM, as authorized in the
Electric Annual True-up Proceeding or other proceeding expressly authorized by the
Commission.
d. A debit entry equal to the costs of the remaining customer education efforts associated with
the Electric Education Trust (EET) per Decision 01-05-091, up to the amount authorized for
PG&E by the Commission, plus an allowance for FF&U accounts expense at the rates
authorized in PG&E’s most recent GRC.
e. A credit entry equal to the revenue from the distribution rates less the recorded California
Public Utilities Commission Reimbursement Fee revenue (defined in Part E of PG&E’s electric
Preliminary Statement), the Customer Energy Efficiency Incentive revenue (defined in Part P
of PG&E'’s electric Preliminary Statement), the Electric Reimbursable Fees Balancing Account
revenue and the Demand Response Revenue Balancing Account revenue (defined in Part | of
PG&E’s electric Preliminary Statement).
(Continued)
Advice Letter No. 2903-E Issued by Date Filed September 18, 2006
Decision No. Brian K. Cherry Effective October 18, 2006
Vice President Resolution No.
104838 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

25369-E
22719-E

PRELIMINARY STATEMENT
(Continued)

DA. PUBLIC PURPOSE PROGRAMS REVENUE ADJUSTMENT MECHANISM (PPPRAM)

1.  PURPOSE: The purpose of the PPPRAM is to record the authorized Public Purpose Programs
(PPP) revenue requirements and to provide full recovery of those costs. The PPP revenue
requirements are composed of funding for electric Energy Efficiency (EE) programs, Low-Income
Energy Efficiency (LIEE) programs, Research, Development and Demonstration (RD&D) programs,
and Renewables programs.

2. APPLICABILITY: The PPPRAM shall apply to all customer bills for service under all rate schedules
and contracts for electric service subject to the jurisdiction of the Commission, except for those rate
schedules or contracts specifically excluded by the Commission.

3 REVISION DATE: Disposition of the balance in this account shall be determined through the
advice letter process.

4 RATES: The PPP rates equal the PPP rates included in the effective rates set forth in each rate
schedule as a separate non-bypassable charge less the California Alternate Rates for Energy
Account (CAREA) surcharge rate and Procurement Energy Efficiency and Balancing Account rate
shown in Preliminary Statement Part I.

5 ACCOUNTING PROCEDURES: The following entries shall be made each month:

a. A debit entry equal to the annual Commission-authorized PPP revenue requirements divided
by twelve.

b. A credit entry equal to the revenue from the PPP rates less the recorded revenue from the
CAREA rate and Procurement Energy Efficiency and Balancing Account rate shown in
Preliminary Statement Part I.

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 of 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.

Advice Letter No. 2903-E Issued by Date Filed September 18, 2006

Decision No. Brian K. Cherry Effective October 18, 2006

Vice President Resolution No.
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Revised Cal. P.U.C. Sheet No. 25370-E
) Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No. 22720-E
& San Francisco, California

PRELIMINARY STATEMENT
(Continued)

DB. NUCLEAR DECOMMISSIONING ADJUSTMENT MECHANISM (NDAM)

1.  PURPOSE: The purpose of the NDAM is to record the authorized Diablo Canyon Nuclear Power
Plant (Diablo Canyon) and Humboldt Power Plant Nuclear Unit 3 (Humboldt) nuclear
decommissioning revenue requirements and Humboldt SAFSTOR operating and maintenance
(O&M) revenue requirements, and to provide full recovery of those costs. (D)

2.  APPLICABILITY: The NDAM balance shall apply to all customer bills for service under all rate
schedules and contracts for electric service subject to the jurisdiction of the Commission, except for
those rate schedules or contracts specifically excluded by the Commission.

3. REVISION DATE: Disposition of the balance in this account shall be determined through the
advice letter process.

4. RATES: The NDAM rates are included in the effective rates set forth in each rate schedule as a
separate non-bypassable charge.

5.  ACCOUNTING PROCEDURES: The following entries shall be made each month:

a. A debit entry equal to the annual authorized nuclear decommissioning and Humboldt
SAFSTOR O&M revenue requirements divided by twelve.

b. A credit entry equal to the revenue from the NDAM rates.

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 of 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.

Advice Letter No. 2903-E Issued by Date Filed September 18, 2006
Decision No. Brian K. Cherry Effective October 18, 2006
Vice President Resolution No.
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Revised Cal. P.U.C. Sheet No. 25371-E

) Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No. 25348-E
& San Francisco, California
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Revised Cal. P.U.C. Sheet No. 25372-E
) Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No. 24966-E
& San Francisco, California
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