September 15, 2003

Advice 2482-G/2420-E
(Pacific Gas and Electric Company ID U 39 M)

Subject: PG&E’s Authorization for Financial Hedging Memorandum Account

Pacific Gas and Electric Company (PG&E) hereby submits for filing the fﬁllowing
changes to its tariff schedules. The revised tariff sheets are attached hereto.

Purpose

This advice filing establishes the Financial Hedging Memorandum Account (FHMA),
which authorizes PG&E to record costs and benefits associated with interest rate
hedges approved by the Commission’s General Counsel and Director of the Energy
Division, or their designated representatives. These incurred costs and benefits will
be recovered in PG&E’s Cost of Capital proceeding or other proceedings where
PG&E’s Cost of Capital is decided.

PG&E is authorized to enter into interest-rate hedges as described in Decision (D.)
03-09-020. In addition, PG&E shall comply with all record keeping and reporting
requirements pertaining to these financial instruments, which have been adopted in
D. 93-06-082.

Background

As stated in Decision 03-09-020, the Commission opened Order Instituting
Investigation (l.) 02-07-015, for the purpose of authorizing PG&E to issue preferred
stock and long-term debt instruments to finance only the Commission’s proposed
Plan of Reorganization (POR). On November 7, 2002, the Commission granted
conditional authority for PG&E in D. 02-11-030, to issue up to $9.5 billion of
additional preferred stock and long-term debt, only to implement the Commission’s

! The Company reserves all legal rights to challenge the decisions or statutes under which it has been
required to make this advice filing, and nothing in this advice filing constitutes a waiver of such rights.
Also, the Company reserves any additional legal rights to challenge the requirement to make this
advice filing by reason of its status as a debtor under Chapter 11 of the Bankruptcy Code, and
nothing in this advice filing constitutes a waiver of such rights.

REVISED
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and the Official Committee of Unsecured Creditors’ First Amended POR proposed
by the Committee of Unsecured Creditors (Amended Plan) as amended, modified or
supplemented from time-to-time.

On July 25, 2003, PG&E filed a Petition for Modification of D. 02-11-030, to request
that the Commission modify the decision as soon as possible to authorize PG&E to
enter into forward rate agreements, options, and floors, as well as the previously
authorized swaps, caps, and collars (collectively, “interest rate hedges”) for debt
issued to implement ANY Bankruptcy Court’s approved plan of reorganization,
immediately upon issuance by the Commission of its decision on the petition.

On September 4, 2003, the Commission adopted D.03-09-020, which authorized
PG&E to enter into interest rate hedges with concurrence of the Commission’s
Financing Team. The Commission also authorized PG&E to establish a bankruptcy
financial hedging memorandum account to record the costs of any interest rate
hedges.

Memorandum Account

The FHMA, consistent with D. 03-09-020, will record all costs and benefits related to
approved interest rate hedges. This activity will result in costs and benefits such as,
but not limited to fees, broker charges, collateral payments, and cash payments or
receipts to PG&E under the interest-rate hedges.

PG&E believes the recorded costs and benefits and its inclusion in PG&E's Cost of
Capital Proceeding or other proceedings where PG&E’s Cost of Capital is decided
are consistent with D. 03-09-020.

Protests

Anyone wishing to protest this filing may do so by sending a letter by October 6,
2003, which is 21 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:

IMC Branch Chief — Energy Division
California Public Utilities Commission
505 Van Ness Avenue, 4™ Floor

San Francisco, California 94102
Facsimile: (415) 703-2200

E-mail: jjr@cpuc.ca.gov

Protests also should be sent by e-mail and facsimile to Mr. Jerry Royer, Energy
Division, as shown above, and by U.S. mail to Mr. Royer at the above address.
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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 K. Cherry
Director, Regulatory Relations

77 Beale Street, Mail Code B10C
P.O. Box 770000

San Francisco, California 94177
Facsimile: (415) 973-7226

E-mail: RxDd@pge.com

Effective Date

PG&E requests that this filing be effective on September 15, 2003, which is the date
of filing. Given the intent of D. 03-09-020 and the urgency of implementing the
interest-rate hedging financial instruments, PG&E expects to commence these
activities as soon as possible.

Notice

In accordance with General Order 96-A, Section Ill, 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 service list for I. 02-07-015. 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/customer_services/business/tariffs/

Vice President - Regulatory Relations

Attachments

CC: Service List — I. 02-07-015
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21818-G*

PRELIMINARY STATEMENT
(Continued)

BC. FINANCIAL HEDGING MEMORANDUM ACCOUNT (FHMA)

1.

PURPOSE: The purpose of the Financial Hedging Memorandum Account is to record the costs
and benefits related to financial interest rate hedges which are entered into by PG&E and
approved by the Commission’s General Counsel and Director of the Energy Division, or their
designated representatives. These incurred costs and benefits will be recovered pursuant to
PG&E’s Cost of Capital proceeding, as directed in Decision (D.) 02-11-027. PG&E is authorized to
enter into interest-rate hedges as described in Decision 03-09-020. PG&E shall comply with all
record keeping and reporting requirements pertaining to these financial instruments, which have
been adopted in Decision 93-06-082. The recorded costs and benefits shall include, but not be
limited to, fees, broker charges, collateral payments, and cash payments or receipts to PG&E
under the interest-rate hedges, and will be recovered as debt issuance costs as provided in
PG&E'’s Cost of Capital proceeding or other proceedings where PG&E’s Cost of Capital is decided.

APPLICABILITY: The FHMA shall apply to all customer classes, except for any classes that may
be specifically excluded by the CPUC.

REVISION DATE: Disposition of the amounts in this account shall be recovered in PG&E's Cost of
Capital proceeding or other proceedings where PG&E'’s Cost of Capital is decided.

FHMA RATES: This account does not have a separate rate component.

ACCOUNTING PROCEDURE: PG&E shall maintain the FHMA by making entries at the end of
each month as follows:

a. A debit or credit entry equal to the cash payments or receipts made under the interest rate
hedging contracts;

b. A debit entry equal to the fees, broker charges, or other expenses incurred under the
interest-rate hedging contracts;

c. A debit or credit entry equal to pre-payments and credit and collateral payments, including all
associated fees, for interest-rate hedging contracts, and if applicable, reimbursements of pre-
payments, credit and collateral payments; and

d. Anentry equal to the interest on the average balance at the beginning of the month and the
balance after the above entries, at a rate equal to one-twelfth 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.

(Continued)
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TABLE OF CONTENTS

(Continued)
PRELIMINARY STATEMENTS
(Continued)
CAL P.U.C.

SCHEDULE  TITLE OF SHEET SHEET NO.

Part AN Hazardous Substance Mechanism .........ccccccoeerniiiinniine e, 16979,16980,16692 to 16694-G

Part AO Not Being Used

Part AP Not Being Used

Part AQ Pipeline Expansion Balancing ACCOUNL ..........ooocuuiiiiiiiee i 16519 to 16521-G

Part AR Demand-Side Management Tax Change Memorandum ACCOUNt ............ccccvvvireeeeeeiiinnns 16502-G

Part AS Not Being Used

Part AT Not Being Used

Part AU Allocation of Residual Costs Memorandum ACCOUNL...........ccceeeiiriiiiiiieeeeaeaaaannes

Part AV Capital Audit Consultant Cost Memorandum Account..................

Part AW Self-Generation Program Memorandum Account................cc......

Part AX Food Service Technology Center Memorandum Account

Part AY Baseline Balancing ACCOUNt ..........cooiiiiiiiiiiee e

Part AZ El Paso Turned-Back Capacity Balancing AcCount..........ccccccvveeeeeiiiiviiieeneenn, 21378 to 21380-G

Part BA Public Purpose Program Surcharge — Energy Efficiency, Low Income Energy Efficiency and

Research, Development and Demonstration Balancing Account 21446-G
Part BB Public Purpose Program Surcharge Memorandum Account............cccceeeeenneee 21447-G
Part BC Financial Hedging Memorandum Account (FHMA) .........ccceiiieiiiiiiieicee e 21818-G (N)
(Continued)
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TABLE OF CONTENTS

CAL P.U.C.
SHEET NO.
LU 2= T T T PR TUPPRRP 11271-G
Table of Contents:
RAE SCNEAUIES ......ceeeeeeeeeeeeeeeeeeeeeeeeeee s 21820,21776-G (T)
Preliminary Statements 21819,21776-G M
1 =SSPt 21124-G
Maps, Contracts and DEVIALIONS ...........oocuuiiiiiiee et e e e e e e e e s eeaaeeaas 20922-G
SaAMPIE FOMMS ... 21125,21135,21088,20924,21016-G

RATE SCHEDULES

RESIDENTIAL
CAL P.U.C.
SCHEDULE  TITLE OF SHEET SHEET NO.
G-1 RESIAENTIAI SEIVICE .....ciiiiiiiiiiiieeeeeee et e e s b raarrrerararaes 21762,18597-G
GM Master-Metered Multifamily Service 21763,21028,18599-G

GS Multifamily Service........ccccccvvviiiiieiieeiiiiiiieee e 21764,21030,18601-G
GT MODIIENOME PaArk SEIVICE ...t 21765,21032-G
G-10 Service to Company EMPIOYEES.......coiii ittt a e 11318-G
GL-1 Residential CARE Program ServiCe ...........cccoiiiiiiiiiiiiiaeieiiiieieee e 21766,18603-G
GML Master-Metered Multifamily CARE Program Service................... 21767,21035,18605-G

GSL Multifamily CARE Program ServViCe ...........ceeveeeiiiiiiiiiiieeeeeeeeeiees 21768,21037,18607-G

GTL Mobilehome Park CARE Program Service 21769,21770,18608-G
G-MHPS Master-Metered Mobilehome Park Safety Surcharge...........cccceeiiiiie e, 19986-G
NONRESIDENTIAL
G-NR1 Gas Service to Small Commercial CUSIOMEIS..........ooeivuiiiiieiiieeeeeee e 21771,18980-G
G-NR2 Gas Service to Large Commercial Customers ..........cccccevveeeeennn. 21772,18981-G
G-CP Gas Procurement Service to Core End-Use CUSIOMENS .......ccueviiiieeeiiiiiiiiiieeee e 21773-G
G-NT Gas Transportation Service to Noncore End-Use Customers...... 20855,20856,18361,20450-G
G-COG Gas Transportation Service to Cogeneration Facilities ................ 20957,20857,18114,18985-G
G-EG Gas Transportation Service to Electric Generation .............cccoccvvvieeeeeeiiiininnennn. 20858,19423-G
G-30 Public Outdoor LIghting SEIVICE .......cooiiiiiiiiiiieei e 21734,17050-G
G-WSL Gas Transportation Service to Wholesale/Resale Customers 20860,20861,20862-G
G-BAL Gas Balancing Service for Intrastate Transportation Customers......... 20687,20033 to 20045-G
Advice Letter No. 2482-G/2420-E Issued by Date Filed September 15, 2003
Decision No. 03-09-020 Karen A. Tomcala Effective
Vice President Resolution No.
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PRELIMINARY STATEMENT
(Continued)

CV. FINANCIAL HEDGING MEMORANDUM ACCOUNT (FHMA)

1.

PURPOSE: The purpose of the Financial Hedging Memorandum Account is to record the costs
and benefits related to financial interest rate hedges which are entered into by PG&E and
approved by the Commission’s General Counsel and Director of the Energy Division, or their
designated representatives. These incurred costs and benefits will be recovered pursuant to
PG&E’s Cost of Capital proceeding, as directed in Decision (D.) 02-11-027. PG&E is authorized to
enter into interest-rate hedges as described in Decision 03-09-020. PG&E shall comply with all
record keeping and reporting requirements pertaining to these financial instruments, which have
been adopted in Decision 93-06-082. The recorded costs and benefits shall include, but not be
limited to, fees, broker charges, collateral payments, and cash payments or receipts toy PG&E
under the interest-rate hedges, and will be recovered as debt issuance costs as provided in
PG&E'’s Cost of Capital proceeding or other proceedings where PG&E’s Cost of Capital is decided.

APPLICABILITY: The FHMA shall apply to all customer classes, except for any classes that may
be specifically excluded by the CPUC.

REVISION DATE: Disposition of the amounts in this account shall be recovered in PG&E's Cost of
Capital proceeding or other proceedings where PG&E'’s Cost of Capital is decided.

FHMA RATES: This account does not have a separate rate component.

ACCOUNTING PROCEDURE: PG&E shall maintain the FHMA by making entries at the end of
each month as follows:

a. A debit or credit entry equal to the cash payments or receipts made under the interest rate
hedging contracts;

b. A debit entry equal to the fees, broker charges, or other expenses incurred under the
interest-rate hedging contracts;

c. A debit or credit entry equal to pre-payments and credit and collateral payments, including all
associated fees, for interest-rate hedging contracts, and if applicable, reimbursements of pre-
payments, credit and collateral payments; and

d. Anentry equal to the interest on the average balance at the beginning of the month and the
balance after the above entries, at a rate equal to one-twelfth 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.

(Continued)
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Part CA Food Service Technology Center Memorandum Account

Part CB DWR/ISO Cost Balancing ACCOUNL...........coeeeeviiiiiiiieeee e

Part CC Real Time Energy Metering Memorandum ACCOUNE.............eeeiierriiiiiiiiiieneeeaeae

Part CD Kern Restoration and Operation Memorandum ACCOUNE...........ccoviiviiiereeeeiiiiiiieieeee e

Part CE Baseline Balancing ACCOUNt ............oiiiiiiiiiee e

Part CF Net Energy Metering Memorandum AcCount..........ccccceeevevveveenn..

Part CJ Surcharge Amortization Revenue Memorandum Account

Part CN Research, Development, and Demonstration Balancing Account

Part CO Renewables BalanCing ACCOUNT ...........oiiiiiiiiiiiiiiiii ettt e e e e e eeaae e as

Part CP Energy Resource Recovery Account (ERRA) .......uviiiiieeiiiiiiiiiieice e
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CAL P.U.C.
SHEET NO.
B L o= o T TSR P T UUSPPPPRRT 8285-E
Table of Contents:
RAE SCNEAUIES........ceeieieieieieeeeeeeeeeee bbb eaas 20633,20090,20089-E (M)
Preliminary StatemMENTS.........cooiiiiiiiiiie et 20632,20088,20087-E ©)]
Rules, Maps, Contracts and DEVIALIONS ........c.iieiiiiiiiiiiiee e e e e e eeeeeeeaa e 19764-E
Sample FOrMS ... 18596,18980,18847,18911,17337,19308-E
RATE SCHEDULES
CAL P.U.C.
SCHEDULE  TITLE OF SHEET SHEET NO.
RESIDENTIAL RATES
E-1 Residential ServiCe.........ccccceeiiiiiiii 20515,19909,19910,19911,19912-E
E-2 Experimental Residential Time-of-Use Service ....... 19882,20516,20517,20235,19887,20518,
20519-E
E-3 Experimental Residential Critical Peak Pricing Service.. 19990,20520,20521,19894 to 19896,
20522,20523-E
EE Service to COMPANY EMPIOYEES.....cooii ittt e e e 18188-E
EM Master-Metered Multifamily Service 20524,19914,19915,19916,19917-E
ES Multifamily SEIVICE........occiieeiiiiie e 20525,19919,19920,19921,19922-E
ESR Residential RV Park and Residential Marina Service......... 20526,19924,19925,19926,19927-E
ET Mobilehome Park Service.........cccccovviiiiiiiies 20527,19929,19930,19931,19932-E
E-7 Residential Time-of-Use Service .........c.cccvvvvvvvvvvevvvvvvnnnnnnns 19170,20528,19934,19935,19936-E
E-A7 Experimental Residential Alternate Peak Time-of-Use Service
......................................................................................... 19172,20529,19938,19939,19940-E
E-8 Residential Seasonal Service OPtioN .........ccoiiiiiiiiiiiiiie e 20530,19942,19943-E
E-9 Experimental Residential Time-of-Use Service for Low Emission
Vehicle CUStOMErs.........ccevvvvvvvvvnnnes 19176,20531,20532,20533,20534,19948,18627,19949-E
EL-1 Residential CARE Program Service .........cccccccvevvivviieeeeee i 20535,19951,19952,19953-E
EML Master-Metered Multifamily CARE Program Service..................... 20536,19955,19956,19957-E
ESL Multifamily CARE Program ServiCe ........cccccveeeviiiciviiiieee e eeiivnenn 20537,19959,19960,19961-E
ESRL Residential RV Park and Residential Marina CARE Program Service
.................................................................................................... 20538,19963,19964,19965-E
ETL Mobilehome Park CARE Program Service ................ 20539,19967,19968,19969,19970-E
EL-7 Residential CARE Program Time-of-Use Service..............cccuuveee. 19990,20540,19781,19972-E
EL-A7 Experimental Residential CARE Program Alternate Peak
TiME-0f-USE SEIVICE ....cevvvvvrririririeiiiiriiiieiiriririr s 19192,20541,19783,19974-E
EL-8 Residential Seasonal CARE Program Service Option...........ccccceeeviennene 20542,19976,19977-E
COMMERCIAL/INDUSTRIAL
A-1 Small GENEral SEIVICE ......cvvvvvvieiriiriiiiiii e 20543,19979,19980,19981-E
A-6 Small General Time-of-Use Service 19790,20544,19791,19983,19984-E
A-10 Medium General Demand-Metered Service .19794,20545,20546,19987,19988,19989,19990-E
A-T Nondomestic INterruptible SEIVICE...........iii i
A-RTP Experimental Real-Time-Pricing Service
A-15 Direct-Current GENEIal SEIVICE .......uuiiieeiiiieee et e e e e e e e e eaaas 20547,19993-E
E-19 Medium General Demand-Metered Time-of-Use Service... 19797,17092,17093,20548,20549,
20550,19996,19603,19696,19319,18037,18864,18039,18040,18865,17900,16414,15330,
20551,20552,20553,20003,20004,19800,19801,19802,20005,19804,19805,19806,20006-E
E-20 Service to Customers with Maximum Demands of 1,000 Kilowatts or More

............................................................................................................... 19209,17254,20554,
20555,20556,20010,20011,19314,20012,18866,18044,18045,18867,15356,16430,15358,
20557,20558,20559,20016,20017,16434,16435,16436,20018,17100,17101,20019-E
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