STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER, Governor

PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3298

December 12, 2007

Advice Letter 3095-E
Brian K. Cherry
Vice President, Regulatory Relations
Pacific Gas and Electric Company
77 Beale Street, Mail Code B10C
P.O. Box 770000
San Francisco, CA 94177

Subject: Update to PG&E’s Assembly Bill 57 Procurement Plan to
Authorize PG&E’s Participation in the Long-Term Congestion
Revenue Rights Allocation Process that will Result in Transmission
Products with a Term of Ten Years

Dear Mr. Cherry:

Advice Letter 3095-E is effective October 18, 2007.

Sincerely,
5 vdl-

Sean H. Gallagher, Director
Energy Division
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July 31, 2007

Advice 3095-E
(Pacific Gas and Electric Company ID U 39 E)

Public Utilities Commission of the State of California

Subject: Update to PG&E’s Assembly Bill 57 Procurement Plan to
Authorize PG&E’s Participation In The Long-Term Congestion
Revenue Rights Allocation Process That Will Result In
Transmission Products With A Term Of Ten Years

Purpose

By this advice letter, Pacific Gas and Electric Company (“PG&E”) requests
expedited approval of an update to its California Public Utilities Commission
(“Commission”) approved Assembly Bill (“AB”) 57 Procurement Plan (“PP”)" and
its pending 2006 Long-Term Procurement Plan (“LTPP”) to clarify that PG&E is
authorized to participate in the California Independent System Operator
Corporation’s (“CAISO”) Long-Term Congestion Revenue Rights (“LT-CRRs”)
allocation process that will result in LT-CRRs being allocated to PG&E for a 10-
year term.

Background

As part of the CAISO’s Market Redesign and Technology Upgrade (“MRTU”), the
current transmission rights mechanism, known as Firm Transmission Rights
(“FTRs”), will be replaced by CRRs. The CAISO’s CRR process distinguishes LT-
CRRs, which have a delivery term of ten years, from other CRRs, which have

' PG&E filed its 2004 Short-Term Procurement Plan (2004 STPP”) on May 15, 2003, and
it was approved by the Commission in D.03-12-062. PG&E’s 2004 STPP has been
updated via the Commission-approved Advice Letter 2464-E (submitted January 20,
2004, to update certain tables in PG&E’s 2004 STPP and provide a list identifying the
brokerages and exchanges). In D.04-12-048, the Commission approved PG&E’s 2004
Long-Term Procurement Plan. Subsequently, pursuant to D.04-12-048, PG&E filed an
updated STPP via Advice Letter 2615-E, which was approved by the Commission and
made effective January 28, 2005. The collective set of PG&E’s 2004 STPP, including
subsequent modifications and updates, and PG&E’s 2004 LTPP constitute PG&E’s
current AB 57 Procurement Plan. PG&E’s 2006 LTPP is currently pending in Rulemaking
(“R.”) 06-02-013.
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delivery terms up to one year. The CAISO intends to allocate LT-CRRs to Load
Serving Entities (“LSEs”) based upon their historical load and a demonstration of
resources owned or under contract. The CAISO’s LT-CRR proposal and
allocation process was recently approved by the Federal Energy Regulatory
Commission (“FERC”) in a July 6, 2007 order.?

PG&E’s current PP authority includes a category for transmission products, which
would includes CRRs,?® and provides authority for PG&E to enter into transactions
having a delivery term up to five years without Commission pre-approval. Thus,
procurement of most CRRs is already permitted under the PP.* However, the
acquisition of LT-CRRs requires additional Commission authority because LT-
CRRs have a ten-year term.

Under the CAISO'’s process, PG&E can nominate LT-CRRs from its Tier 1 and 2
award of CRRs in the CAISO allocation process. Unfortunately, there is not
enough time for PG&E to submit its nominations to the Commission for pre-
approval, following PG&E’s receipt of Tier 1 and 2 awards and for the Commission
to act on PG&E'’s request. Under the CAISO’s current schedule Tier 1 and 2 are
to be completed by September 12, 2007, and LSEs nominate LT-CRRs between
September 21-25, 2007. The CAISO will then allocate the LT-CRRs among LSEs
pursuant to its FERC-approved allocation methodology and will announce the
results by October 2, 2007. Thus, PG&E needs pre-approved authority from the
Commission to participate in the CAISO’s LT-CRR nomination and allocation
process, which will result in LT-CRRs be allocated to PG&E for a term of ten
years.

Update Request

Since LT-CRRs are a recent development and are allocated after a nomination
process, rather than through a market, PG&E is filing this update request to modify
its PP and its 2006 LTPP to specifically include participation in the CAISO’s LT-
CRR allocation process as an authorized process for PG&E to participate in, which
will result in LT-CRRs with a 10-year term, without the need for Commission pre-
approval of specific LT-CRRs.®

2 California Independent System Operator, 120 FERC { 61,023 (2007).
% D.04-12-048 at 115 (listing approved products for all three utilities).

* PG&E reviewed its policy and analytical approach regarding the annual CRR allocation
nominations with its Procurement Review Group (“PRG”) on May 30, 2007 and July 11,
2007. In addition, PG&E plans on reviewing its LT-CRR allocation nomination policy with
the PRG on August 24, 2007.

® PG&E identified CRRs and LT-CRRs as products related to MRTU and transmission
products in its 2006 LTPP. See Volume 2, Section | at I-8 — I-14, filed March 5, 2007 in
R.06-02-013.
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PG&E is requesting an effective date for this advice filing of September 6, 2007,
and thus is requesting that the Commission act expeditiously on this advice letter
filing. PG&E’s request for expedited review and approval is reasonable and
appropriate since participation in the CAISO’s process should be beneficial to
customers.

Tier Designation

Pursuant to D.07-01-024, Rule 5.3, this advice letter is submitted with a Tier 3
designation.

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 August 20,
2007, with replies to protests due August 27, 2007. Protests should be mailed to:

CPUC Energy Division

Tariff Files, Room 4005

DMS Branch

505 Van Ness Avenue

San Francisco, California 94102

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

Brian K. Cherry

Vice President, Regulatory Relations
Pacific Gas and Electric Company
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 And Expedited Consideration

PG&E requests that this advice filing become effective on September 6, 2007. In
accordance with Public Utilities Code § 311(g)(2), PG&E asks for the Commission
to reduce the 30 day review period of the draft resolution in order to have this
expeditiously approved by September 6, 2007 so that PG&E can have
authorization to participate in the CAISO’s LT-CRR nomination and allocation
process.

Notice

In accordance with General Order 96-B, Section IV, 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.06-02-013. Address changes to the
General Order 96-B service list should be directed to Rose de la Torre at (415)
973-4716. Send all electronic approval letters to: PGETariffs@pge.com. Advice
letter filings can also be accessed electronically at:

http://Iwww.pge.coml/tariffs

*\?DWES{\Q\WD\ SR

Vice President, Regulatory Relations
Attachments

CcC: Service List R.06-02-013
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