STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER, Governor

PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE Tel. No. (415) 703-1691 f

SAN FRANCISCO, CA 94102-3298

January 8, 2008 Advice Letter 3166-E

Brian K. Cherry

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

San Francisco, CA 94177

Subject: Approval of PG&E’s Advice Letter 3166-E proposing a methodology for
calculation of 2007 non-bypassable charges applicable to Mountain House
customers served by Modesto Irrigation District

Dear Mr. Cherry:

In its December 20™ protest, MID requested that PG&E provide a preliminary invoice showing
2007 non-bypassable charges applicable to Mountain House customers, and correct specified
calculation methodologies and rates reflected in Advice Letter 3166-E. While PG&E stated that
it disagreed with some of MID’s claims, it nevertheless submitted the requested additional
information and corrections in its December 28" reply. The Energy Division has determined that
Advice Letter 3166-E, as amended by PG&E in its reply, resolves MID’s concerns, fulfills the
requirements of Ordering Paragraph 6 of Decision 04-03-036, and shall be effective December
30, 2007. This approval is a “ministerial” act, as that term is used regarding advice letter review
and disposition (See Decision 02-02-049).

Sincerely,
i ot

Sean H. Gallagher, Director
Energy Division

cc: Daren Chan, PG&E
Joy A. Warren, Modesto Irrigation District
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November 30, 2007

Advice 3166-E
(Pacific Gas and Electric Company ID U39E)

Subject: Methodology for Calculation of Non-Bypassable Charges for
Mountain House Customers (Modesto Irrigation District)

Public Utilities Commission of the State of California

This filing is made in accordance with Decision (D.) 04-03-036, dated March 16,
2004, for Pacific Gas and Electric Company’s (PG&E) Application (A.) 03-02-005
pertaining to authorization to lease and sell certain electric distribution facilities
serving the Mountain House Area to Modesto Irrigation District (MOD). PG&E
hereby files the annual advice letter to describe its calculations and methodologies
for determining applicable non-bypassable charges (NBCs) for customers in the
Mountain House Area of San Joaquin County, California, served by MOD.

Background

Pursuant to Public Utilities Code 8§ 9610, a total of 137 Mountain House customers
departed PG&E’s service territory on January 1, 2001, and began receiving
electric service from MOD. Decision 04-03-036 approved, among other things, an
agreement between PG&E and MOD for the lease of certain electric distribution
facilities in the Mountain House area (“the Lease Agreement”) (Application 03-02-
005 dated February 7, 2003). The Lease Agreement provides that MOD will pay
NBCs on behalf of the departing customers. Ordering Paragraph 6 of D.04-03-036
requires that PG&E shall annually file an advice letter that contains the proposed
calculations and methodologies for determining the amount of NBCs to be paid by
MOD for the year at least 90 days before the due date for MOD’s payment of the
NBCs for approval by the Commission Energy Division. This Advice Letter fulfills
PG&E'’s requirement as detailed in Ordering Paragraph 6 of D.04-03-036.
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Methodology and lllustrative Calculations

Attachment 1 to this filing is PG&E’s statement of methodology for calculating
NBCs to be paid by MOD on behalf of departing customers.

Consistent with Paragraph 6.2 of the Lease Agreement, on or before January 31,
2008, PG&E will provide MOD with PG&E’s calculation of the 2007 NBC bill for
the Mountain House customers that departed PG&E’s service territory on
January 1, 2001, and began receiving electric service from MOD. This
calculation will cover NBCs with interest for the period from January 1, 2007
through December 31, 2007.

Commission Resolution E-3903 authorized PG&E to calculate and collect “the
amount of ...ND charges that it should have but did not collect from DL
customers from the date Schedule E-DEPART expired through the effective date
of this Resolution,” to amortize this amount over a three-year period, and to bill
DL customers accordingly. (Res. E-3903, page 10). Accordingly, PG&E’s
calculation for 2007 will include one-third of the amortized ND charges for the
Mountain House customers from March 31, 2002 (the date the E-DEPART tariff
expired) through January 31, 2005. This is the second ND amortization charge
assessed to MOD; the 2006 bill assessed the first ND amortization charge and
the final assessment will appear on MOD’s 2008 bill.

Commission Resolution E-3999 authorized PG&E to calculate and collect current
and past CTCs. Because “some transferred MDL customers may owe large
amounts, it is appropriate to allow the customer the option to pay off any amounts
owed over a 36-month period.” (Res. E-3999, page 57). Accordingly, PG&E’s
calculation for 2007 will include one-third of the amortized CTCs for the Mountain
House customers from March 31, 2002 (the date the E-DEPART tariff expired)
through December 31, 2006. (The CTCs from January 1, 2007, through
December 31, 2007, are included in the total NBCs for 2007.)

Some of the 137 transferred accounts have subsequently gone out of existence, to
make way for new development. Accordingly, PG&E will adjust the NBCs for the
period January 1, 2007 through December 31, 2007 to account for these removals
(and their removal dates), and PG&E will exclude these removed accounts from
future NBC billings. As noted in Attachment 1, Mountain House customers are not
obligated to pay the DWR-related components of the CRS imposed by D.03-07-
028, since they departed prior to the February 1, 2001, threshold date adopted in
that decision.t

1 See D.03-07-028, Ordering Paragraph 2. For PG&E, the CRS adopted by D.03-07-028 consists of the DWR
Bond Charge (DWRBC), the DWR Power Charge (DWRPC), and the Competition Transition Charge (CTC).
The DWRBC and DWRPC components of the CRS only apply to customers who departed PG&E service after
February 1, 2001, and thus not to Mountain House customers (who departed on the January 1, 2001 transfer
date). However, Mountain House customers are obligated to pay the CTC component of the CRS, which is
applicable to customers who depart after December 20, 1995. Per Public Utilities Code Section 848(k),
Mountain House customers are not obligated to pay the Energy Cost Recover Amount (ECRA) charge.
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Protests

Anyone wishing to protest this filing may do so by sending a letter by December
20, 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, 4™ Floor

505 Van Ness Avenue

San Francisco, CA 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, CA 94177

Facsimile: (415) 973-7226
E-mail: PGETariffs@pge.com

Effective Date

PG&E requests that this advice filing become effective on regular notice,
December 30, 2007, which is 30 days after the date of this filing.
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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 on the service list, A.03-02-005. Address changes to the General Order 96-B
service list 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
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Vice President - Regulatory Relations
Attachments

Attachment 1: Methodology for Calculation of 2007 Non-Bypassable
Charges For Mountain House Customers

cc.  Service List A.03-02-005
Joy A. Warren, Modesto Irrigation District
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CPUC, Energy Division Pacific Gas and Electric Company
Tariff Files, Room 4005 Attn: Brian K. Cherry
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77 Beale Street, Mail Code B10C
505 Van Ness Ave., P.0. Box 770000

San Francisco, CA 94102 san Francisco, CA 94177
jnj@cpuc.ca.gov and mas@cpuc.ca.gov E-mail: PGETariffs@pge.com
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Methodology for Calculation of 2007 Non-Bypassable Charges
For Mountain House Customers

Pursuant to Ordering Paragraph 6 of Decision 04-03-036, this attachment
describes PG&E’'s method of calculating the non-bypassable charge (NBC)
obligations for 2007 associated with PG&E’s Mountain House customers that
departed to Modesto Irrigation District (MOD).

A total of 137 Mountain House customers departed PG&E service on January 1,
2001 and began receiving electric service from MOD. Just prior to their
departure, PG&E took a “snapshot” of each customer’s billing determinants for
the period of January 2000 to December 2000 (i.e., the 12 months immediately
prior to their departure on January 1, 2001).

The NBC obligations of the Mountain House customers include Competition
Transition Charges (CTCs, per Public Utilities Code Sections 367, 368, 375 and
376), Fixed Transition Amounts (FTA, per Code Section 840(d)),* and Nuclear
Decommissioning (ND, per Code Section 379) Charges.

CTCs — The opportunity for utilities to recover and the obligation for customers
to pay CTCs has been established both by Commission policy decisions and
California law.? Except for those specific activities expressly exempted by the
California legislature or the Commission, these costs are to be paid by all energy
consumers. Commission Resolution E-3999 authorized PG&E to calculate and
collect current and past CTCs. Accordingly, the bill also includes one-third of the
amortized CTCs for the Mountain House customers from March 31, 2002 (the
date the E-DEPART tariff expired) through December 31, 2006. (The CTCs from
January 1, 2007, through December 31, 2007, are included in the total NBCs for
2007.)

FTA Charges — The FTA charge is only applicable to PG&E’s residential and
small commercial customers, to pay back rate reduction bonds issued to finance
a 10 percent reduction in rates for these customers.

ND Charges — ND costs are separately identified in Code Section 379 as a
non-bypassable charge that will continue until those costs are fully recovered.
Per PG&E Advice 1614-E, filed October 11, 1996, PG&E’'s Commission-

! Preliminary Statement Part AS of PG&E'’s electric tariffs establishes a Fixed Transition Amount

(FTA) charge for residential and small commercial customers who received the 10 percent rate
reduction on January 1, 1998, as mandated in Assembly Bill (AB) 1890 (Code § 368 (a)).

Electric Restructuring Policy Decision (D.95-12-063), as modified by the Revised Policy
Decision (D.96-01-009), primarily Conclusions of Law 54 and 58, and Ordering Paragraph 28,
and AB 1890, primarily Code Sections 367, 368, 375, 376 and 840(d). (A.00-01-056)
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jurisdictional nuclear decommissioning accrual is approximately $33 million per

year.® Per Commission Resolution E-3903, PG&E is authorized to bill

previously-transferred Mountain House customers responsible for past ND

charges for the period between March 31, 2002 (when Schedule E-DEPART

temporarily expired) through January 31, 2005 (when Schedule E-DEPART was

reinstated), amortized over a three-year period. The 2007 bill contains the

second of three such ND amortization charges (the first was billed in 2006 and
the third will be billed in 2008).

The Department of Water Resources’ Bond and Power Charges, imposed by
Decision 03-07-028, do not apply to the Mountain House customers due to the
fact that these customers departed prior to February 1, 2001.

Since January 2002 PG&E has been annually billing MOD for all NBCs for which
it had tariff authorization to bill. To date, PG&E has sent MOD six annual NBC
bills (for 2001, 2002, 2003, 2004, 2005 and 2006) covering the obligations of the
137 departing customers.

The first NBC bill (for 2001) was calculated by: (1) aggregating the usage
“snapshots” of all customers on each rate schedule; (2) applying then-current
schedule-specific NBC rates to the usage totals by schedule; and (3) summing
the resulting NBC bills across schedules to obtain a total bill. Since then,
however, each of the 137 customers was individually set up for departing load
billing in PG&E’s Customer Information System (CIS).* PG&E’s CIS calculates
each departed customer’s NBC bill based on monthly usage from the customer’s
12-month historic “snapshot” and the then-current NBC rates® applicable to the
customer’s rate schedule or otherwise approved by the Commission for
municipal departing load. The monthly NBC charges for each customer plus
interest at the three-month commercial paper rate are then summed across all
customers to create one annual bill to send to MOD covering the preceding year.

® Nuclear Decommissioning costs were approved in the 1996 General Rate Case at $36 million
per year, and then reduced by Advice 1614-E to $33 million per year after a ruling by the Internal
Revenue Service.

* Some of these 137 accounts have subsequently gone out of existence to make way for new
developments. PG&E has adjusted the bill to account for the removal.

® CTC rates of $0.00013/kWh, and FTA rates of $0.00413/kWh for residential customers and
$0.00394/kWh for small commercial customers, are in effect for 2007. The ND rate was
$0.00030/kWh for the months of January and February and $0.00027/kwh for the remainder of
the year.
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ABAG Power Pool

Accent Energy

Aglet Consumer Alliance
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Douglass & Liddell
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Duncan, Virgil E.

Dutcher, John

Dynegy Inc.

Ellison Schneider

Energy Law Group LLP
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J. R. Wood, Inc
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Manatt, Phelps & Phillips

Marcus, David

Matthew V. Brady & Associates
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McKenzie & Assoc
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Navigant Consulting
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North Coast Solar Resources
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Price, Roy

Product Development Dept
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Regional Cogeneration Service
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Sacramento Municipal Utility District
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