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Public Utilities Commission of the State of California

Subject: 2009 Energy Resource Recovery Account (ERRA) Forecast
Potential Bill Credit Proposal

Purpose

Pacific Gas and Electric Company (PG&E) hereby submits for filing an Electric
Bill Credit Plan (Bill Credit Plan) which proposes under specific circumstances to
credit bundled customers, on an expedited basis, the expected December 31,
2009, ERRA overcollection as a one-time bill credit in the November/December
2009 billing cycle.

PG&E requests a Commission resolution approving the Bill Credit Proposal no
later than October 15, 2009. This advice letter provides the Commission with a
preliminary estimate of a one-time bill credit amount. Once approved, PG&E will
file a Tier 1 supplemental advice letter on October 30" to notify the Commission
whether or not the criteria were met to proceed with implementation of the Bill
Credit Plan and, if the criteria are met, the final amount of the bill credit.

This filing will not increase any rate or charge, cause the withdrawal of service, or
conflict with any rate schedule or rule.

Summary of Proposal

Though PG&E’s ERRA balancing account is approximately $1 million
undercollected as of June 2009, PG&E currently forecasts a year-end
overcollection of approximately $475 million. Given the expected overcollection,
PG&E proposes to issue a one-time bill credit before the end of 2009 if the
following criteria are met:

1. If, after factoring in recorded data through September 2009 and other
forecasted electric rate changes effective January 1, 2010, the estimated
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bundled system average rate increase on January 1, 2010 is 3 percent’ or
less (excluding the ERRA balance) and the forecasted ERRA
overcollection is greater than $200 million (slightly less than the 4 percent
ERRA Trigger threshold), then PG&E will provide a one-time bill credit to
customers in the amount of the forecasted ERRA overcollection.

2. If the estimated bundled system average rate increase on January 1, 2010
is greater than 3 percent (excluding the ERRA balance), PG&E will first
use the forecasted ERRA overcollection to reduce the estimated rate
increase to 3 percent. If, after the adjustment, the remaining forecasted
ERRA overcollection is still greater than $200 million, PG&E will provide a
one-time bill credit to customers in the amount of the remaining forecasted
ERRA overcollection.

3. If, after the adjustment, the remaining forecasted ERRA overcollection is
less than $200 million, PG&E will not proceed with the Bill Credit Plan.
Instead, PG&E will amortize the ERRA overcollection in rates over 12
months in Annual Electric True-Up filing.

The proposed bill credit will appear on customers’ energy statements in the

November/December billing cycle. Given the current economic climate, the one-
time bill credit will provide welcome immediate economic relief to customers.

2009 ERRA Balancing Account Activity

PG&E began 2009 with a 2008 end-of-year ERRA undercollection of $384 million
and set its 2009 ERRA rate to recover this balance, as well as the ongoing 2009
forecast procurement costs, during the 2009 calendar year. As of June 30, 2009,
this large undercollection has been amortized down to an undercollection of
approximately $1 million, due to much lower than expected 2009 electric
procurement costs. PG&E is currently forecasting an overcollection of $475
million based on the recorded ERRA balance and forecasts of costs and
revenues for July through December. A more precise estimate of the
overcollection will be available after the summer peak season.

Under normal procedures, PG&E would file an ERRA Trigger application
(currently forecast for the 4™ quarter of this year) when the ERRA balancing
account is $209 million overcollected (4 percent ERRA Trigger threshold) and
PG&E is forecasting the overcollection to exceed $261 million (5 percent ERRA
Trigger threshold). PG&E would then propose to amortize the overcollection in
rates over a specified period. PG&E expects the ERRA overcollection to exceed
the 4 percent ERRA trigger threshold of $209 million before the end of 2009 and
to exceed the 5 percent ERRA trigger amount of $261 million soon after. (Advice
Letter 3441-E.)

' As of June 30, 2009, a 3 percent increase in the estimated bundled system average rate is
approximately $375 million.
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The one-time bill credit will provide earlier economic relief to customers than a
Trigger application would. In addition, it may also prevent the overlap of having
both PG&E’'s 2010 ERRA Forecast application and an expedited Trigger
application before the Commission during the fourth quarter of 2009.

2010 ERRA Forecast Application and Annual Electric True-Up

Pursuant to Decisions D.02-10-062 and D.04-01-050, on June 1, 2009, PG&E
filed its 2010 ERRA Forecast Application 09-06-001 with the CPUC. In this
application, PG&E forecast that its end-of-year 2009 ERRA balance would be
overcollected by about $550 million. PG&E’s testimony acknowledged the
sizable overcollection and noted that it would closely monitor the forecast year-
end ERRA balance to determine whether an ERRA Trigger filing would be
necessary before the end of the year.

PG&E’s 2010 ERRA Forecast is based on April gas and electric price forwards
as well as recorded data through the end of April 2009. Since that time, May and
June data have been incorporated into the end-of-year forecast, and PG&E
currently estimates the overcollection to be about $475 million, well over the
2009 ERRA Trigger? threshold of 4 percent ($209 million). Barring a substantial
change in this forecast, PG&E would need to file an ERRA Trigger application
and amortization schedule prior to the end of 2009.

On September 1, 2009, PG&E will file its Annual Electric True-Up (AET) for
electric rates effective January 1, 2010. The AET provides the CPUC with a
preliminary estimate of electric rates on January 1, 2010, incorporating: (1)
amounts previously authorized to be recovered in rates; (2) the forecast
December 31, 2009, balances for amortization in 2010; and (3) electric rate
changes being considered in a number of pending proceedings and advice
letters. PG&E will file a supplemental AET advice letter in December reflecting
more current information.

Process for Implementing PG&E’s Proposal

PG&E requests approval of the proposal by October 15, 2009, in order to
prepare an implementation plan for customer billing and communications. If the
Bill Credit Plan is approved by the Commission, the specific amount of the bill
credit will be calculated and submitted as a Tier 1 Compliance Advice Letter on
October 30, 2009.

Since the bill credits will be calculated based on a forecasted end-of-year ERRA
balance, there will likely be a remaining balance in ERRA at the end of the year

* In Decision D.02-10-062, the Commission adopted an ERRA trigger mechanism which requires
the IOU to file an ERRA Trigger Application when the ERRA balance reaches or exceeds 4
percent of the prior year’s recorded ERRA generation revenues and forecasts the balance will
reach 5 percent. PG&E’s ERRA Trigger amounts effective for 2009 were submitted in Advice
3441-E and are $209 million and $261 million, respectively.
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which will be amortized into 2010 rates. The specific details of the one-time bill
credit are provided in the Electric Bill Credit Plan as an attachment to this advice
letter. Key aspects of PG&E’s proposal are provided below:

1. On October 30, PG&E will submit a Tier 1 Compliance Advice letter to the
Commission with (a) the updated end-of-year ERRA balance, (b) the updated
end-of-year AET estimated bundled system average rate change, and (c) the
final bill credit amount, using recorded data through September a forecast of
other electric rate changes effective January 1, 2010.

2. If the estimated bundled system average rate increase on January 1, 2010 is
3 percent or less (excluding the ERRA balance) and the forecasted ERRA
overcollection is greater than $200 million (slightly less than the 4 percent ERRA
Trigger threshold), then PG&E will provide a one-time bill credit to customers in
the amount of the forecasted ERRA overcollection. If the estimated bundled
system average rate increase on January 1, 2010 is greater than 3 percent,
PG&E will first use the forecasted ERRA overcollection to reduce the estimated
rate increase to 3 percent. Provided that the remaining forecasted ERRA
overcollection is still greater than $200 million, PG&E will provide a one-time bill
credit to customers in the amount of the remaining forecasted ERRA
overcollection.

3. If the remaining forecasted ERRA overcollection is less than $200 million,
PG&E will not proceed with the bill credit plan. Instead, PG&E will amortize the
ERRA overcollection in rates over 12 months in Annual Electric True-Up filing.

4. Any bill credit will appear on customers’ energy statements in the
November/December billing cycle.

5. The credit will be recorded as a revenue offset in ERRA.

6. For ratemaking purposes, the bill credits will be reflected as reduced revenue.
The resulting ERRA end-of-year balance, including the implemented one-time bill
credits, would be reflected in PG&E’s supplemental Annual Electric True-up
Advice Letter for rates effective January 1, 2010.

Bill Credit Results

PG&E will supplement this Advice Letter on October 30, 2009, with (a) the
updated end-of-year ERRA balance, (b) the updated end-of-year AET estimated
bundled system average rate increase, and (c) the final bill credit amount, using
recorded data through September and a forecast of other electric rate changes
effective January 1, 2010.

Protest Period

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
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10, 2009 which is 21 days® after the date of this filing. 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

Effective Date

PG&E submits this as a Tier 3 advice letter and requests approval no later than
October 15, 2009, in order to implement this plan in November. PG&E will file a
Tier 1 supplement as described above to this advice letter on October 30th.

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 A.09-06-001. Address changes to the
General Order 96-B service list should be directed to San Heng at (415) 973-
2640. For changes to any other service list, please contact the Commission’s
Process Office at (415) 703-2021 or at ProcessOffice@cpuc.ca.gov. Send all

® The 20" day falls on a weekend. PG&E hereby moves the protest end date to the following
business day.
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electronic approvals to PGETariffs@pge.com. Advice letter filings can also be
accessed electronically at:

http://www.pge.com/tariffs
(%’L«;M;/ %(7 7%
Vice President - Regulatory Relations

CC: Service List: A.09-06-001

Attachment 1 — Electric Bill Credit Plan
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PACIFIC GAS AND ELECTRIC COMPANY

ELECTRIC BILL CREDIT PLAN - ERRA BALANCING ACCOUNT
ADVICE LETTER 3495-E

1. PURPOSE

The purpose of the Electric Bill Credit Plan is to describe the method PG&E will use to
credit the expected ERRA over-collection to eligible retail electric customers.

2. TIMING OF BILL CREDITS

Bill credits will be displayed on eligible retail customers’ November/December 2009
energy statements provided that a Commission resolution is issued on this proposal no
later than October 15, 2009.

3. TOTAL AMOUNT TO BE CREDITED

The Bill Credit Plan will be based on the expected ERRA overcollection reflecting
recorded data through September and forecast data for October through December
under the assumption that the estimated bundled system average rate increase on
January 1, 2010, is no greater than 3 percent (excluding the ERRA balance) and the
forecasted ERRA overcollection is greater than $200 million.*

The current ERRA forecast overcollection (based on recorded June 2009 data) is
approximately $475 million. The total amount to be credited to eligible retail customers
will be based on the updated end-of-year ERRA balance and updated AET bundled
system average rate change using recorded data through September and a forecast of
other electric rate changes effective January 1, 2010. PG&E will submit these updates
to the Commission via a Compliance Advice Letter on October 30, 2009.

4. CUSTOMER ELIGIBILITY

An eligible customer is defined as a PG&E retail electric customer who was billed
generation component charges for any month during the period from January 1, 2009
through August 31, 2009, and who still maintains an open account (gas, electric, deposit
or other PG&E account) at the time of bill credit issuance.

1 As described in Advice Letter 3495-E, if the estimated bundled system average rate increase on
January 1, 2010 is greater than 3 percent, PG&E will first use the forecasted ERRA overcollection to
reduce the estimated rate increase to 3 percent. Provided that the remaining forecasted ERRA
overcollection is still greater than $200 million, PG&E will provide a one-time bill credit to customers in the
amount of the remaining forecasted ERRA overcollection. If the remaining forecasted ERRA
overcollection is less than $200 million, PG&E will not proceed with the Bill Credit Plan.
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5. METHODOLOGY FOR DETERMINING CREDITS TO ELIGIBLE CUSTOMERS

a) The credit amount for each eligible electric customer is determined by multiplying
each customer’s generation charges from January 1, 2009 through August 31,
2009 by the Bill Credit Percentage.

b) The Bill Credit Percentage is calculated as a ratio where (i) the numerator is the
final bill credit amount that will be submitted to the Commission via a Compliance
Advice Letter on October 30, 2009, using recorded data through September 2009
and forecast data for October 2009 through December 2009 and (ii) the
denominator is the total generation charges paid by all eligible PG&E customers
for the period January 1, 2009 through August 31, 2009. The Bill Credit
Percentage will be rounded down to the nearest half a percent (0.005).

c) If a customer resides within a city or county that has an established Utility Users
Tax (UUT) or franchise surcharge (currently only imposed by the City of
Bakersfield), the bill credit will be adjusted to reflect the adjustment to the
UUT/franchise surcharge.

d) The credit will be applied in the form of a one-time credit on the customer’s bill.

The credit will appear as a separate line item on the energy statement entitled
“Electric Procurement Bill Credit”.

6. ERRA BALANCING ACCOUNT

For ratemaking purposes, the bill credits will be reflected as a reduction to the ERRA
end-of-year balance, which will be incorporated into PG&E’s supplemental Annual
Electric True-up Advice Letter for rates effective January 1, 2010.

7. NOTICE TO MASTER-METERED CUSTOMERS WITH SUBMETERED TENANTS

PG&E will inform master-metered customers of potential bill credits and remind them of
their obligations to pass along any refunds to their tenants in accordance with Section
739.5 (b) of the Public Utilities Code. The notice includes a sample calculation of the
credit to a submetered tenant.

8. ADJUSTMENT OF CREDITS UPON CUSTOMER’S INQUIRY

If, within nine months of the initial implementation date of the Bill Credit Plan, a current
or former customer contends that the credit amount is incorrect, PG&E will investigate
the matter and make any appropriate adjustments as needed.
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9. REPORT ON THE BILL CREDIT PLAN

A report of the total amount of credits made to the current customers pursuant to the Bill
Credit Plan, including adjustments and corrections made pursuant to Section 8 of the
Bill Credit Plan, will be furnished to the California Public Utilities Commission by January
31, 2011.

10. CUSTOMER NOTIFICATION

Each energy statement with the bill credit will include a bill message stating the
reason for the refund.
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