


February 23, 2006 
 
ADVICE 2707-G 
(Pacific Gas and Electric Company U 39G) 
 
 
Subject:  Revisions to PG&E’s Gas Preliminary Statements to Correct 
Recovery of G-10 Procurement-related Costs 
 
Public Utilities Commission of the State of California (CPUC) 
 
Pacific Gas and Electric Company (PG&E) hereby submits for filing revisions to its 
gas tariffs.  The affected tariff sheets are listed on the enclosed Attachment I. 
 
Purpose 
 
The purpose of this filing is to revise PG&E’s gas preliminary statements to 
appropriately reflect the allocation and recovery associated with the adopted 
procurement-related portion of PG&E’s G-10 employee discount.1  PG&E is 
revising its tariffs to correct the core allocation of the procurement-related G-10 
discount recorded in the Preliminary Statement Part F - Core Fixed Cost Account 
(CFCA) and the recovery of the noncore allocation of the G-10 discount in 
Preliminary Statement Part J – Noncore Customer Class Charge Account (NCA), 
as authorized by Gas Accord Decision (D.) 97-08-055. 
 
As a result of the correction to the allocation of the core portion of the procurement 
related G-10 discount, PG&E’s core gas customers’ rates, beginning January 1, 
2006, reflected a refund of $20.1 million for amounts that had been previously 
collected from core customers.    
 
Correct Core Allocation of Procurement-related G-10 Discount 
 
In implementing its Annual Cost Allocation Proceeding D. 90-04-021, PG&E filed 
Advice 1611-G2 showing for the first time in Preliminary Statement Part C the 
procurement portion of the Schedule G-10 discount along with other CPUC 

                                            
1 Schedule G-10 authorizes PG&E to reduce its residential gas rates for qualifying regular and 
pensioned utility employees by 25 percent. 
2 Advice 1611-G was filed September 13, 1990 and approved on November 1, 1990. 
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authorized allocation adjustments.3  In that approved filing, PG&E showed the 
allocation of the adopted procurement-related G-10 discount between core and 
noncore customers as an adjustment to its authorized base revenue amount. 
However, the tariff did not show an offsetting credit, or reduction to core, for the 
total amount of the procurement-related G-10 shortfall already reflected in the 
CFCA.  This resulted in a net increase in the total adjusted base revenue amount, 
rather than no net change, and overstated the core portion of the adjusted base 
revenue that was then recorded in the CFCA.  This treatment has continued in 
subsequent filings of Preliminary Statement Part C. 
 
Although the prior filings were approved and the rates not subject to refund, PG&E 
elected to correct this error retroactively in September 2005 by recording a one-
time reduction in the CFCA of $20.1 million, including $4.7 million of interest, and 
began returning this amount to core customers over 12 months beginning January 
1, 2006.4  Additionally, PG&E is continuing to adjust the CFCA each month to 
correct for this error until the revised preliminary statements are approved by this 
advice letter. 
 
Correct Recovery of Noncore Allocation of Procurement-related G-10 
Discount 
 
On June 16, 2005, the CPUC issued D. 05-06-029, in PG&E’s Biennial Cost 
Allocation Proceeding that, among other things, adopted a revised forecast of the 
G-10 procurement-related discount.  In compliance with D. 05-06-029, PG&E filed 
Advice 2646-G on June 23, 2005, to implement revisions to noncore customer 
rates effective July 1, 2005.5  In Advice 2646-G, PG&E established the Noncore 
Distribution Fixed Cost Account (NDFCA) to recover 75 percent of PG&E’s 
authorized noncore base revenue requirement.6 In that advice letter, PG&E 
inadvertently included the noncore portion of the G-10 discount in the NDFCA, 
rather than continuing to recover these costs in the Noncore subaccount of the 
NCA, where PG&E has been authorized to recover 100 percent of these costs 
since March 1, 1998, pursuant to D.97-08-055.7   
 
In this filing, PG&E proposes to revise its Preliminary Statements to recover the 
noncore allocation of the G-10 discount once again through the Noncore 
subaccount of the NCA. This filing will result in a slight increase to noncore 
customer class charges recovered through the NCA rate component and a 

                                            
3 The procurement portion of the employee discount was first presented in Preliminary Statement 
Part C in section 13, entitled Base Revenue Amount, effective April 19, 1990.  On January 1, 1992, 
PG&E’s authorized Base Revenue Amount was moved to Preliminary Statement Part C, section 2. 
4 The credit to the CFCA is reflected in the update of transportation balancing accounts included in 
rates effective January 1, 2006, as filed in PG&E’s 2006 Annual Gas True-up (AGT) Advice 2678-
G/G-A.  The Commission approved the AGT January 24, 2006. 
5 Advice 2646-G was approved on July 26, 2005. 
6 Per D.05-06-029, PG&E’s shareholders are at risk for recovery of 25% of the authorized noncore 
distribution base revenue. 
7 The NCA was established in Advice 2064-G, implementing PG&E’s Gas Accord D. 97-08-055. 
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corresponding decrease in the NDFCA rate component.  Total transportation rates 
are not changed. 
 
In addition, as part of its analysis, PG&E uncovered an error in its recovery of the 
noncore portion of the procurement-related employee discount from March 1998 
through June 2005.  During that time period, PG&E recorded the revenue to 
recover the noncore portion of the procurement-related employee discount in the 
NCA, as authorized, but did not record the corresponding costs in the balancing 
account.  This resulted in PG&E not recovering $4.2 million (excluding interest) of 
costs authorized to be recovered from noncore customers.  PG&E is proposing to 
forego recovery of this amount from noncore customers.   
 
Preliminary Statement Changes 
 
Preliminary Statement Part B – Default Tariff Rate Components for Noncore Rate 
Schedules—Upon approval of this advice letter, PG&E will revise its Preliminary 
Statement Part B to move the G-10 amount included in noncore rates from the 
NDFCA rate component to the NCA-Noncore rate component.   
 
Preliminary Statement Part C – Gas Accounting Terms & Definitions—In order to 
appropriately reflect the allocation of the G-10 discount, two lines are shown in the 
“BCAP Allocation Adjustment and Credits to Base” section.  A line, “G-10 
Procurement-related Employee Discount,” has been added to show a credit to 
core for the total G-10 discount.  The existing line showing the allocation of the 
total amount between core and noncore customers has been renamed, “G-10 
Procurement-related Employee Discount Allocation.” 
 
Preliminary Statement Part J – Noncore Customer Class Charge Account (NCA)— 
PG&E is adding a separate entry to the Noncore subaccount of the NCA to record 
the procurement-related G-10 discount allocated to noncore customers to clarify 
the accounting treatment for this cost. 
 
Preliminary Statement Part BL – Noncore Distribution Fixed Cost Account 
(NDFCA)—The cost of the procurement portion of the G-10 discount is removed 
from this account by recording the authorized GRC base revenue amount in this 
balancing account, rather than the authorized GRC base revenue amount (with 
credits and adjustments), shown on Preliminary Statement C.2. 
 
Effective Date 
 
PG&E requests that this advice letter be effective April 1, 2006, and approved by 
March 25, 2006, which is the regular 30 days notice period from the date of this 
filing.  If this advice letter is not approved effective April 1, 2006, PG&E requests 
an effective date of the first day of the month following approval of this filing to 
correspond with PG&E’s monthly regulatory accounting. 
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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 20 days 
after the date of this filing, which is March 15, 2006.  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: jjr@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 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:  

 
Pacific Gas and Electric Company 
Attention: Brian Cherry 
Director, 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 

 
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 
 

 
 
Director, Regulatory Relations 
Attachments  



 

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 U39M 

Utility type:   Contact Person: Shilpa Ramaiya_______________________________ 

 ELC  GAS      Phone #: (415) 973-3186 

 PLC  HEAT  WATER E-mail: srrd@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) #: 2707-G  
Subject of AL:  Revisions to PG&E’s Gas Preliminary Statements to Correct Recovery of G-10 
Procurement-related Costs 
Keywords (choose from CPUC listing): Core, Noncore, Credit 
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 ____________________________ 
Summarize differences between the AL and the prior withdrawn or rejected AL1: ____________________ 
Resolution Required?  Yes  No   
Requested effective date: 4-1-2006 No. of tariff sheets: 6 
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: Preliminary Statement Part C – Gas Accounting Terms and Definitions, Part 
J – Noncore Customer Class Charge Account, and Part BL – Noncore Distribution Fixed Cost Account 
Service affected and changes proposed1:See advice letter 
Pending advice letters that revise the same tariff sheets: Advice 2705-G 

 
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 
jjr@cpuc.ca.gov and jnj@cpuc.ca.gov 

 

 

 

                                                 
1 Discuss in AL if more space is needed. 
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Class Charge Account 
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Distribution Fixed Cost Account 
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C. GAS ACCOUNTING TERMS AND DEFINITIONS (Cont’d.) 
2. BASE REVENUE AND AUTHORIZED FUNDING AMOUNTS:  (Cont’d.)  

  Amount ($000)  
 
Description 

  
Core 

  
Noncore 

  
Unbundled 

  
Total 

 

GRC BASE REVENUES (1):       

 Authorized GRC Distribution Base 
Revenue 

 – –  999,853  

 Pension Contribution  – –  43,338  

 Less: Other Operating Revenue  – –  (16,300)  

 Authorized GRC Distribution Base 
Revenues in Rates 

 993,288 33,603  1,026,891  

BCAP ALLOCATION ADJUSTMENTS AND 
CREDITS TO BASE: 

 

 G-10 Procurement-Related Employee 
Discount 

 (4,505)   (4,505) (N) 
 

G-10 Procurement-Related Employee 
Discount Allocation 

 1,888 2,617  4,505 (T) 

 EOR Revenue  0 0  0  

 Core Brokerage Fee  (8,982) 0  (8,982)  

 GRC DISTRIBUTION BASE REVENUE 
WITH ADJUSTMENTS AND CREDITS 

 
981,689 (R) 36,220  1,017,909 (R) 

 

GAS ACCORD REVENUE REQUIREMENT       

 Local Transmission  94,914 40,614  135,528  

 Customer Access Charge – Transmission   5,072   5,072  

 Storage (2)  42,991 7,598 50,589  

 Backbone Transmission (2)  77,419   79,922 157,341  

 L401 (PEP)     86,924 86,924  

GAS ACCORD REVENUE REQUIREMENT  215,324 45,686    174,444 435,454  

       
PUBLIC PURPOSE PROGRAM 
AUTHORIZED FUNDING   
(excludes CARE Shortfall(3)): 

      

 Energy Efficiency     35,035  
 Low Income Energy Efficiency      16,959  
 Research, Development and  

  Demonstration 
    6,385  

 BOE/CPUC Admin. Fee     178  
 CARE Administrative Expense     2,610  
 PUBLIC PURPOSE PROGRAM 

AUTHORIZED FUNDING 
 

   61,167 
 

_______________ 
(1) The GRC Distribution Base Revenue includes Distribution Base Revenue adopted in the General Rate Case and 

allocated to core and noncore Customers in Cost Allocation Proceedings, as shown in Part C.3.a.  The authorized GRC 
amount includes the distribution base revenue approved effective January 1, 2003, in D.04-05-055, Cost of Capital 
adjustments authorized in D.05-12-043, effective January 1, 2006, and attrition adjustment amounts approved effective 
January 1, 2006, in Advice Letter 2667-G/2722-E. 

(2) The Gas Accord III D.04-12-050 adopted revenue requirements effective January 1, 2005, include an adjustment for 
Cost of Capital authorized in D.04-12-047.  Storage revenues allocated to load balancing are included in unbundled 
transmission rates. 

(3) The Public Purpose Program authorized funding includes LIEE program funding adopted in D.05-12-026, Energy 
Efficiency program funding adopted in D.05-09-043, CARE annual administration budget adopted in D.05-12-026, and 
BOE and CPUC administrative fees and the exclusion of Franchise Fees and Uncollectible Accounts Expense, per D.04-
08-010. 

 
 
 
 
 
 
 
 
 
 

 (Continued) 
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J. NONCORE CUSTOMER CLASS CHARGE ACCOUNT (NCA) (Cont’d.) 

6. ACCOUNTING PROCEDURE:  (Cont’d.) 

a. Noncore Subaccount 

The following entries will be made to this subaccount each month, or as applicable: 

1) a debit entry equal to one-twelfth of the noncore portion of the procurement-related     G-
10 employee discount allocation shown on Preliminary Statement Part C.2;  

2)      a debit entry equal to the noncore portion of intervenor compensation and any other 
expense adopted by the CPUC as a cost to be included in this subaccount; 

3) a credit entry equal to the NCA-Noncore revenue, excluding the allowance for Franchise 
Fees and Uncollectible Accounts Expense (F&U); 

4) an debit or credit entry, as appropriate, to record the transfer of amounts from other 
accounts to this subaccount for recovery in rates, upon approval by the CPUC; 

5) an entry equal to 29.97 percent of the local transmission revenue shortfall or 
over-recovery resulting from a change in customers qualifying for backbone-level 
end-use service, and associated throughput reduction or increase, as applicable; and 

6) an entry equal to interest on the average of the balance in the subaccount at the 
beginning of the month and the balance after entries from J.6.a.1 through J.6.a.5, above, 
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. 

b. Interim Relief and Distribution Subaccount 

The following entries will be made to this subaccount each month, or as applicable: 

1) a one-time entry equal to the noncore distribution portion of the gas revenue requirement 
adopted in GRC Decision 04-05-055, from January 1, 2003 to the implementation date, 
including interest, and excluding the allowance for F&U; 

2) an entry equal to any other amounts adopted by the CPUC to be included in this 
subaccount; 

3) a credit equal to the NCA-Interim Relief and Distribution revenue, excluding the 
allowance for F&U; 

4) a debit or credit entry, as appropriate, to record the transfer of amounts from other 
accounts to this subaccount for recovery in rates, upon approval by the CPUC; and 

5) an entry equal to interest on the average of the balance in the account at the beginning 
of the month and the balance in the account after entries J.6.b.1 through J.6.b.4, above, 
at a rate equal to one-twelfth the interest rate of the three-month Commercial Paper for 
the previous month, as reported in the Federal Reserve Statistical Release, H.15, or its 
successor. 

 
 
 
 
 
 

(N) 
(N) 

 
(T) 

 
 

(T) 
 
 

(T) 
 
 

(T) 
 
 
 
 

(T) 
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BL. NONCORE DISTRIBUTION FIXED COST ACCOUNT (NDFCA) 

1. PURPOSE:  The purpose of the NDFCA is to recover 75 percent of the noncore distribution base 
revenue requirement with PG&E’s risk for noncore gas distribution throughput set at 25 percent of 
revenues as authorized in D.05-06-029.  This account recovers 75 percent of the distribution base 
revenue adopted in PG&E’s General Rate Case (GRC), including Annual Attrition Adjustments, and 
the Cost of Capital Proceedings, that are allocated to noncore transportation customers based on 
the distribution base revenue allocation adopted in the Cost Allocation Proceeding.  The balance in 
this account will be transferred to another regulatory account to be recovered 100 percent in 
noncore distribution rates in the Annual Gas True-up of Balancing Accounts.   

Descriptions of the terms and definitions used in this section are found in Preliminary Statement, 
Part C or in Rule 1.  Refer to Section C.3 for the cost allocation factors used to determine the 
noncore portion of distribution costs recovered in this account. 

2. APPLICABILITY:  The NDFCA applies to all noncore transportation rate schedules and contracts 
subject to the jurisdiction of the CPUC, except for those schedules and contracts specifically 
excluded by the CPUC. 

3. REVISION DATE:  Disposition of the balance in this account shall be determined in the Annual Gas 
True-up of Balancing Accounts advice filing, or as otherwise authorized by the Commission.  

4. FORECAST PERIOD:  The forecast test period will be as specified in the current Cost Allocation 
Proceeding. 

5. NDFCA RATES:  NDFCA rates are included in the effective rates set forth in each rate schedule 
(see Preliminary Statement, Part B), as applicable. 

6. ACCOUNTING PROCEDURE:  PG&E shall make the following entries to this NDFCA at the end of 
each month, or as applicable: 

a. a debit entry equal to 75 percent of one-twelfth of the noncore portion of the authorized GRC 
base revenue amount, excluding the allowance for Franchise Fees and Uncollectible 
Accounts Expense (F&U); 

b. a credit entry equal to 75 percent of the NDFCA revenue, excluding the allowance for F&U;  

c. a debit or credit entry, as appropriate, to transfer the balance to the Interim Relief and 
Distribution Subaccount of the Noncore Customer Class Charge Account, or other regulatory 
account for 100 percent rate recovery, upon approval by the Commission; 

d. a debit or credit entry equal to any expense adopted by the CPUC as a cost to be recovered 
in this account; and  

e. an entry equal to interest on the average of the balance in the account at the beginning of the 
month and the balance in the account after entries BL.6.a through BL.6.d, above, at a rate 
equal to one-twelfth the interest rate of the three-month Commercial Paper for the previous 
month, as reported in the Federal Reserve Statistical Release, H.15, or its successor. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(T) 
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G-10  Service to Company Employees .................................................................................... 11318-G  
GL-1  Residential CARE Program Service.................................................................... 23738,23495-G  
GL1-NGV  Residential Care Program—Natural Gas Service for Compression 

 on Customers’ Premises .................................................................................. 23739,23740-G
 
 

GML  Master-Metered Multifamily CARE Program Service ............................... 23741,23497,23027-G  
GSL  Multifamily CARE Program Service.......................................................... 23742,23743,23216-G  
GTL  Mobilehome Park CARE Program Service............................................... 23744,23745,23502-G  
G-MHPS  Master-Metered Mobilehome Park Safety Surcharge .................................................... 22034-G  
    
    
  NONRESIDENTIAL    
    
G-NR1  Gas Service to Small Commercial Customers .................................................... 23746,23035-G  
G-NR2  Gas Service to Large Commercial Customers .................................................... 23747,23037-G  
G-CP  Gas Procurement Service to Core End-Use Customers ................................................ 23748-G  
G-CPX  Crossover Gas Procurement Service to Core End-Use Customers ............................... 23715-G  
G-NT  Gas Transportation Service to Noncore End-Use Customers....... 23652,23653,22037,22038-G  
G-EG  Gas Transportation Service to Electric Generation ....................... 23654,22895,22525,22173-G  
G-WSL  Gas Transportation Service to Wholesale/Resale Customers ................. 23655,22897,22045-G  
G-BAL  Gas Balancing Service for Intrastate Transportation Customers .................................... 22174,  

  21867,22135,22047,22048,20037,22136,21872,22137,22138,20042,20043,20044,22051-G
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