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   July 12, 2007 
                                                                                                 Advice Letters 2981-E-A 
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Brian K. Cherry 
Vice President, Regulatory Relations 

 Pacific Gas & Electric Company                                                               
 77 Beale Street, Mail Code B10C 
            P.O. Box 770000 
 San Francisco, CA  94177 
 
  

Subject:  Supplement – PG&E’s Request for the Establishment of a Market 
               Redesign and Technology Upgrade Memorandum Account 
 
 
Dear Mr. Cherry: 

 
   Advice Letters 2981-E-A and 2981-E-B are effective June 7, 2007.   
 
 

Sincerely, 

Sean H. Gallagher, Director 
Energy Division 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



February 9, 2007 
 

 
Advice 2981-E 
(Pacific Gas and Electric Company ID U 39 E) 
 
 
Public Utilities Commission of the State of California 
 
 
Subject: PG&E’s Request for Incremental Cost Recovery for the Market 

Redesign and Technology Upgrade 
 
Pacific Gas and Electric Company (PG&E) hereby submits for filing revisions to its 
electric tariffs.  The affected tariff sheets are listed on the enclosed Attachment 1.   
 
Purpose 
 
The purpose of this advice filing is to request California Public Utilities Commission 
(Commission) authority to record incremental expenses and incremental capital 
related costs associated with the California Independent System Operator’s 
(CAISO) Market Redesign and Technology Upgrade (MRTU) initiative in PG&E’s 
Utility Generation Balancing Account (UGBA)1.  

Background 

The CAISO is a not-for-profit public benefit corporation that was established in 
1996.  In Decision (D.) 95-12-063 the Commission ordered PG&E to transfer 
operational control of its transmission facilities to the CAISO.  The CAISO: (1) 
manages the flow of electricity on California’s high-voltage power grid; (2) ensures 
fair and open access to the transmission grid for all qualified users; and (3) 
provides market and grid information.   

Through a series of orders issued by the Federal Energy Regulatory Commission 
(FERC), the CAISO began an overhaul of its approach to manage transmission 

                                            
1 PG&E is requesting authority to record these incremental MRTU costs in UGBA in accordance 
with its 2007 General Rate Case Application (A.) 05-12-002 proposal to recover all electric supply 
administration costs in UGBA on a going forward basis.   
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congestion, and to engage in a more comprehensive redesign of its market 
structure including the creation of a Day-Ahead Energy market to replace the 
defunct California Power Exchange (PX) markets.  The FERC orders provided 
direction to the CAISO on further development of a new MRTU market design to 
address structural flaws in the current CAISO’s electricity market.   

The MRTU design involves a comprehensive overhaul of the electricity markets 
administered by the CAISO, and adoption of a new network model that is intended 
to more accurately reflect operations of the CAISO Controlled Grid. PG&E must 
undertake major internal computer system and business process changes to 
ensure integration with the new MRTU systems.  The objectives of the MRTU 
project are to:  

1.  Perform effective Congestion Management in the CAISO forward 
markets by enforcing all transmission constraints so as to establish 
feasible forward schedules; 

2.  Create a Day-Ahead Market for energy;  

3.  Automate real-time dispatch to balance the system and manage 
congestion in an optimal manner with minimal need for manual 
intervention; and 

4.  Ensure consistency across market time frames in making transmission 
resources available to California grid users and in the pricing of 
transmission service and energy.   

On February 9, 2006, the CAISO filed its MRTU Tariff with the FERC.  The MRTU 
Tariff was filed as a result of years of study, stakeholder input, coordination with 
state authorities, and FERC guidance to address the structural flaws in the 
CAISO’s current electricity markets.  Market participants, including PG&E, are 
bound to comply with the ultimate FERC-approved MRTU Tariff.  Furthermore, 
PG&E must comply with the MRTU Tariff to conform to FERC regulations, and 
with existing legal agreements with the CAISO.  In late September 2006, the 
FERC conditionally approved the MRTU tariff.   

MRTU Release 1 commenced market simulation in October 2006, and will enter 
production on January 31, 2008 for the February 1, 2008 trade date.  The CAISO 
has targeted MRTU Release 1A for sometime in 2008 and MRTU Release 2 for 
sometime in 2009.  The CAISO has established an aggressive schedule to 
complete the various MRTU releases.  Release 1 was originally scheduled to 
commence in early-2007, which was subsequently changed to November 2007. 
The current forecast is to implement Release 1 on January 31, 2008.  Estimating 
the exact dates of the various MRTU releases, and the amount of costs that PG&E 
will incur is very difficult. 
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PG&E’s Balancing Account Request 

Because of the uncertainty of both timing and costs, PG&E requests Commission 
authority to establish a subaccount in UGBA to record PG&E’s incremental capital-
related revenue requirement costs (i.e., book depreciation, applicable taxes, and 
an authorized return on rate base) and incremental expenses associated with 
implementing the CAISO’s MRTU initiative.  Incremental expenses and capital 
costs are ones that are not currently authorized for recovery in rates.   
 
PG&E will request recovery of the amounts recorded in the UGBA in the Annual 
Electric True-Up proceeding, or another regulatory proceeding as directed by the 
Commission.  This subaccount in UGBA will be used to record and recover these 
incremental costs to PG&E until such costs can be estimated and included in 
PG&E's electric generation base revenue amount as approved in PG&E's general 
rate cases.   
 
Protests 
 
Anyone wishing to protest this filing may do so by sending a letter by March 1, 
2007, 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, 4th Floor 
505 Van Ness Avenue 
San Francisco, California  94102 
 
Facsimile: (415) 703-2200 
E-mail: mas@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 
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 
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Effective Date 
 
PG&E requests that this advice letter become effective on regular notice, March 
11, 2007, which is 30 calendar days after the date of filing.  
 
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.  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:  
 
 



 

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 (ID39E)  

Utility type:   Contact Person: David Poster________________________________ 

 ELC  GAS        Phone #: (415) 973- 1082  

 PLC  HEAT  WATER E-mail: dxpu@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) #: 2981-E  
 
Subject of AL: PG&E’s Request for Incremental Cost Recovery for the Market Redesign and Technology Upgrade 
Keywords (choose from CPUC listing): MRTU 
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: N/A________________________ 
Summarize differences between the AL and the prior withdrawn or rejected AL: ____________________ 
___________________________________________________________________________________________________
Resolution Required?  Yes   No 
Requested effective date: 03-11-07 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:  Electric Preliminary Statement CG 
Service affected and changes proposed1: N/A 
Pending advice letters that revise the same tariff sheets: N/A 

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      Utility Info (including e-mail) 
Attention: Tariff Unit 
505 Van Ness Ave.,  
San Francisco, CA 94102 
mas@cpuc.ca.gov and jnj@cpuc.ca.gov 

Attn: Brian K. Cherry 
         Vice President, Regulatory Relations 

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

 

                                                 
 



Page 1 of 1 

 
ATTACHMENT 1 

Advice 2981-E 

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

Cancelling Cal 
P.U.C. Sheet No. 

25952-E Preliminary Statement Part CG--Utility Generation 
Balancing Account 

24736-E 

25953-E Table of Contents -- Preliminary Statements 25625-E 

25954-E Table of Contents -- Title Page 25728-E 
 



 
  Revised Cal. P.U.C. Sheet No. 25952-E 
Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No. 24736-E 
San Francisco, California  

PRELIMINARY STATEMENT 
(Continued) 

Advice Letter No. 2981-E Issued by Date Filed February 9, 2007 
Decision No.  Brian K. Cherry Effective March 11, 2007 
  Vice President Resolution No.  
105911  Regulatory Relations 

 

CG. UTILITY GENERATION BALANCING ACCOUNT (UGBA) (Cont’d.)  

5. ACCOUNTING PROCEDURES:  (Cont’d.) 

d. A debit entry equal to the annual authorized revenue requirements associated with PG&E’s 
owned generation divided by twelve; 

e. A debit entry equal to the costs of providing video tapes of the Diablo Canyon Independent 
Safety Committee meetings; 

f. A debit entry equal to PG&E’s incremental expenses and capital-related revenue 
requirements incurred to implement the Market Redesign and Technology Upgrade (MRTU) 
project, which are incremental additional costs to PG&E, until such time as these costs can be 
included in PG&E’s electric generation base revenue requirement in part 5.d above.  Capital-
related revenue requirements include depreciation expense, return on investment, Federal 
and State income taxes, and property taxes associated with PG&E investment.  All revenue 
requirements include a provision for franchise fees and uncollectible accounts expenses; 

g. A debit or credit entry, as appropriate, to record the transfer of amounts from other accounts 
to the UGBA for recovery in rates, upon approval by the CPUC. 

h. An entry 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. 

 
 
 
 
 
 
 
 

(N) 
| 
| 
| 
| 
| 
| 

(N) 
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