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Public Utilities Commission of the State of California

Subject: Establish Pension Contribution Balancing Account for Electric
and Gas for 2006 through 2009 Pension Contributions

Purpose

Pursuant to Decision (D.) 06-06-014, Pacific Gas and Electric Company (PG&E)
hereby submits this Advice Letter to establish electric Preliminary Statement EJ —
Pension Contribution Balancing Account (PCBA-E) and gas Preliminary Statement
BQ - Pension Contribution Balancing Account (PCBA-G). The affected tariff
sheets are listed on the enclosed Attachment I.

Background

On June 15, 2006, the Commission approved D. 06-06-014 which adopts a
settlement agreement reached among PG&E, the CPUC’s Division of Ratepayer
Advocates, and the Coalition of California Utility Employees that authorizes PG&E
to recover contributions to its employee pension plan during the years 2006 to
2009. The decision requires PG&E to contribute $249.7 million to its pension trust
in 2006 and $153.4 million annually in 2007 to 2009, with the associated revenue
requirement divided among PG&E'’s lines of business.

D.06-06-014 authorizes PG&E to recover the revenue requirement associated with
its electric distribution, electric generation, and gas distribution lines of business
(GRC |jurisdictional). The GRC jurisdictional revenue requirement for 2006 is
$155.0 million and is estimated to be $98.2 million in each of years 2007 to 2009.

In addition, the decision orders PG&E to file an advice letter to establish a
balancing account for the difference in the revenue requirement, if any, associated
with the adopted pension contributions and (i) lower contributions for any reason
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or (ii) federally mandated higher contributions, with the difference to be refunded to
or recovered from customers, as the case may be.

On July 20, 2006, in accordance with D. 06-06-014, PG&E made the 2006 pension
contribution of $249.7 million.

Proposed Preliminary Statements

Pursuant to D.06-06-014, PG&E hereby submits electric Preliminary Statement EJ
- Pension Contribution Balancing Account (PCBA-E) and gas Preliminary
Statement BQ - Pension Contribution Balancing Account (PCBA-G) to establish
electric and gas balancing accounts to record the revenue requirement associated
with the difference, if any, between the adopted annual pension contributions for
2006 to 2009 and (i) lower contributions for any reason or (ii) federally mandated
higher contributions in those years.

The revenue requirement associated with the difference between the adopted
contribution and the actual contribution will be refunded to or recovered from
customers, as the case may be, annually in conjunction with PG&E’s Annual
Electric True-Up and Annual Gas True-Up filings via the Distribution Revenue
Adjustment Mechanism (DRAM), Utility Generation Balancing Account (UGBA),
Core Fixed Cost Account (CFCA), and Non-core Distribution Fixed Cost Account
(NDFCA). The PCBA-E and PCBA-G will accrue interest at the same short-term
rates used by PG&E for other balancing accounts, which is the three-month
Commercial Paper rate for the previous month, as reported in the Federal Reserve
Statistical Release.

Revenue Requirement Calculation

In the event that the actual pension contribution is different than the contribution
adopted by D. 06-06-014, the revenue requirement associated with the difference
would be calculated by PG&E using the factors provided in the table below. The
workpapers supporting the calculation of these factors are attached to this Advice
Letter in Attachment 2.

Year of Contribution Year of Revenue Requirement Adjustment
Difference 2007 2008 2009
2007 0.70239 0.05206 0.05015
2008 0.70239 0.05206
2009 0.70239

In the year that the actual pension contribution is different from the adopted
contribution, the factor for that year should be multiplied by the difference between
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the actual contribution and the adopted contribution to determine the revenue
requirement associated with the difference.

In the years following the differing contribution, the factors for the subsequent
years, as necessary, should be multiplied by the difference between the actual
contribution and the adopted contribution, as calculated in the previous paragraph,
to determine the associated revenue requirement effects for those years.

This process is applicable for each year that the actual contribution is different
from the adopted contribution until PG&E’s next General Rate Case, currently
scheduled for the year 2010.

If the actual contribution is higher or lower than the authorized contribution, the
revenue requirement associated with the difference, as calculated using the above
factors, will be recorded to the PCBA-E and PCBA-G and recovered from or
refunded to customers, as the case may be, annually in conjunction with PG&E'’s
Annual Electric True-Up and Annual Gas True-Up filings via the Distribution
Revenue Adjustment Mechanism (DRAM), Utility Generation Balancing Account
(UGBA), Core Fixed Cost Account (CFCA), and Non-core Distribution Fixed Cost
Account (NDFCA).

Protests

Anyone wishing to protest this filing may do so by sending a letter by September
4, 2006, 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:

CPUC Energy Division
Attention: Tariff Unit, 4th Floor
505 Van Ness Avenue, 4™ Floor
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 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

! The 20 day protest period concludes on a Sunday. The protest period is extended to the
following business day.
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Vice President, 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

Effective Date

PG&E requests that this advice filing become effective on January 1, 2006.
Notice

In accordance with General Order 96-A, Section lll, 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 parties on the list for A.05-12-021. 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

Vice President, Regulatory Relations
Attachments 1-2

cC: Service List A.05-12-021



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: David Poster
ELC GAS Phone #: (415) 973-1082
O PLC O HEAT O WATER | E-mail: dxpu@pge.com

EXPLANATION OF UTILITY TYPE (Date Filed/ Received Stamp by CPUC)

ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat = WATER = Water

Advice Letter (AL) #: 2755-G/2881-E
Subject of AL: Establish Pension Contribution Balancing Account for Electric and Gas for 2006 through 2009
Pension Contributions

Keywords (choose from CPUC listing): Pension Contributions
AL filing type: 0 Monthly 0 Quarterly [0 Annual & One-Time [ Other

If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution: D.06-06-014

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 AL:

Resolution Required? 00 Yes X No

Requested effective date: 1/1/2006 No. of tariff sheets: 8
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/1, agricultural, lighting).

Tariff schedules affected: N/A

Service affected and changes proposed:N/A

Pending advice letters that revise the same tariff sheets: N/A

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
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Sheet No. Title of Sheet P.U.C. Sheet No.

24153-G Preliminary Statement Part BQ--Pension New
Contribution Balancing Account

24154-G Preliminary Statement Part BQ (Cont.) New

24155-G Table of Contents -- Preliminary Statements 24139-G

24156-G Table of Contents -- Rate Schedules 24141-G
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25163-E Preliminary Statement Part EJ--Pension New
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25164-E Preliminary Statement Part EJ (Cont.) New

25165-E Table of Contents -- Rate Schedules 25156-E

25166-E Table of Contents -- Preliminary Statements 25155-E
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Revised Cal. P.U.C. Sheet No.
Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No.
San Francisco, California

24153-G

PRELIMINARY STATEMENT
(Continued)

BQ. PENSION CONTRIBUTION BALANCING ACCOUNT (PCBA-G)

1.

PURPOSE: The purpose of the PCBA-G is to record the gas distribution revenue requirement
associated with the difference between adopted annual pension contributions and (i) lower
contributions for any reason; or (ii) federally mandated higher contributions.

APPLICABILITY: The PCBA-G shall apply to all customer classes, except for any classes that may
be specifically excluded by the Commission.

REVISION DATE: Disposition of the balance in this account shall be determined annually in
conjunction with the Annual Gas True-Up filing via the Core Fixed Cost Account (CFCA) and
Non-core Distribution Fixed Cost Account (NDFCA).

RATES: The PCBA-G does not currently have a rate component.

CALCULATION: At the end of each calendar year, through 2009, PG&E shall determine whether
the actual pension contribution was higher or lower than the adopted pension contribution per D.06-
06-014. If the actual contribution was different than the adopted amount, PG&E shall determine the
revenue requirement associated with the difference between the contribution amounts by applying
the following factors.

Year of Revenue Requirement
Year of Contribution Adjustment

Difference 2007 2008 2009
2007 070239 | 0.05206 | 0.05015
2008 070239 | 0.05206
2009 0.70239

If the actual contribution was higher or lower than the adopted contribution, the following calculation
should be performed in the year of the contribution:

a. Determine the difference between the actual pension contribution and the adopted pension
contribution;

b.  Multiply the difference as calculated in Section 5.a by the factor from the above table for the
applicable year of the contribution; and

c.  Apply the unbundled cost category (UCC) factor for gas distribution (19.56% for 2006; 23.53%
for 2007-2009) to the amount derived in section 5.b above.

In the years subsequent to the higher or lower contribution, the following calculation should be
performed:

d.  Multiply the difference derived in Section 5.a by the appropriate factor for the subsequent
years, as applicable.

These steps should be repeated for each year that the actual contribution is different form the
adopted contribution.

(Continued)

Advice Letter No. 2755-G/2881-E Issued by Date Filed August 14, 2006
Decision No. 06-06-014 Brian K. Cherry Effective January 1, 2006
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Vice President Resolution No.
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Revised Cal. P.U.C. Sheet No. 24154-G
) Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No.
& San Francisco, California

PRELIMINARY STATEMENT

(Continued)

BQ. PENSION CONTRIBUTION BALANCING ACCOUNT (PCBA-G) (Cont'd.) (N)
I
6. ACCOUNTING PROCEDURE: PG&E shall maintain the PCBA-G by making entries at the end of |
each calendar year as follows: |
I
a. A debit (if the actual contribution was higher) or credit (if the actual contribution was lower) |
entry, if applicable, equal to the amount calculated in Section 5.c above; |
I
b.  Adebit (if the actual contribution was higher) or credit (if the actual contribution was lower) |
entry, as applicable, equal to the amount calculated in Section 5.d above; |
|
c. Anentry equal to interest on the average balance in the account at the beginning of the month |
and the balance after the above entries, 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; and |
I
d. A debit or credit entry, as applicable, to transfer the balance related to gas distribution to |

CFCA and NDFCA in conjunction with the Annual Gas True-Up filing. (N)

(Continued)
Advice Letter No. 2755-G/2881-E Issued by Date Filed August 14, 2006
Decision No. 06-06-014 Brian K. Cherry Effective January 1, 2006
Vice President Resolution No.
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Revised Cal. P.U.C. Sheet No.
Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No.
San Francisco, California

25163-E

PRELIMINARY STATEMENT
(Continued)

EJ. PENSION CONTRIBUTION BALANCING ACCOUNT (PCBA-E)

1.

PURPOSE: The purpose of the PCBA-E is to record the electric distribution and electric generation
revenue requirement associated with the difference between adopted annual pension contributions
and (i) lower contributions for any reason; or (ii) federally mandated higher contributions.

APPLICABILITY: The PCBA-E shall apply to all customer classes, except for any classes that may
be specifically excluded by the Commission.

REVISION DATE: Disposition of the balance in this account shall be determined annually in
conjunction with the Annual Electric True-Up filing via the Distribution Revenue Adjustment
Mechanism (DRAM) and Utility Generation Balancing Account (UGBA).

RATES: The PCBA-E does not currently have a rate component.

CALCULATION: At the end of each calendar year, through 2009, PG&E shall determine whether
the actual pension contribution was higher or lower than the adopted pension contribution per D.06-
06-014. If the actual contribution was different than the adopted amount, PG&E shall determine the
revenue requirement associated with the difference between the contribution amounts by applying
the following factors.

Year of Revenue Requirement
Year of Contribution Adjustment

Difference
2007 2008 2009
2007 0.70239 0.05206 0.05015
2008 0.70239 0.05206
2009 0.70239

If the actual contribution was higher or lower than the adopted contribution, the following calculation
should be performed in the year of the contribution:

a. Determine the difference between the actual pension contribution and the adopted pension
contribution;

b.  Multiply the difference as calculated in Section 5.a by the factor from the above table for the
applicable year of the contribution;

c. 42.02 percent for 2007-2009 to the amount derived in Section 5.b above; and

d. Apply the unbundled cost category (UCC) factors for electric generation (24.55% for 2006;
22.70% for 2007-2009) to the amount derived in Section 5.b above.

In the years subsequent to the higher or lower contribution, the following calculation should be
performed:

e.  Multiply the difference derived in Section 5.a by the appropriate factor for the subsequent
years, as applicable.

These steps should be repeated for each year that the actual contribution is different from the
adopted contribution.

(Continued)
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Revised Cal. P.U.C. Sheet No. 25164-E
) Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No.
& San Francisco, California

PRELIMINARY STATEMENT

(Continued)

EJ. PENSION CONTRIBUTION BALANCING ACCOUNT (PCBA-E) (Cont'd.) (N)
I
6. ACCOUNTING PROCEDURE: PG&E shall maintain the PCBA-E by making entries at the end of |
each calendar year as follows: |
I
a. A debit (if the actual contribution was higher) or credit (if the actual contribution was lower) |
entry, if applicable, equal to the amount calculated in Section 5.c above; |
I
b.  Adebit (if the actual contribution was higher) or credit (if the actual contribution was lower) |
entry, if applicable, equal to the amount calculated in Section 5.d above; |
|
c. A debit (if the actual contribution was higher) or credit (if the actual contribution was lower) |
entry, as applicable, equal to the amount calculated in Section 5.e above; [
I
d. An entry equal to interest on the average balance in the account at the beginning of the month |
and the balance after the above entries, 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; and |
|
e. A debit or credit entry, as applicable, to transfer the balance related to electric distribution to |
DRAM and the balance related to electric generation to UGBA in conjunction with the Annual |

Electric True-Up filing. (N)

(Continued)
Advice Letter No. 2755-G/2881-E Issued by Date Filed August 14, 2006
Decision No. 06-06-014 Brian K. Cherry Effective January 1, 2006
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Attachment 2

Revenue Requirements Estimation Model
Analysis of Pension Estimate”
Results of Operations Calcutations ($000)

Note: In order to derive pension contribution revenue requirement factors, PG&E ran the Results of Operations
(RO) model below with a single $1 million investment. The resuiting revenue requirement factor, in each year, is
indicative of the percentage of the actual pension contribution that must be recovered through rates. The RO
model below was run based on the assumptions and factors (e.g., cost allocations, tax and depreciation rates) used
in PG&E's 2007 General Rate Case.

Lo.No. 2006 2007 2008 2009
1 Operating Revenue: - 702 52 50
Operating Expenses:
2 Energy . R .
3 Production - - -
4 Storage - . R
5 Transmission
] Distribution
7 Customer Accounts -
8 Customer Services - -
9 Administrative and General - 870 - -
10 Uncollectibles - 1 0 0
1 Franchise Requirements - 5 Q 0
12 Subtotal Expenses - 677 0 0
Taxes:
13 Property - - 2 3
14 Payrell - - - -
15 Other Taxes - - - -
16 State Corporation Franchise .-~ - (1) ) {O
17 Federal Income - 5 9 8
18 Subtotal Taxes - 4 10 11
19 Depreciation - ;] 16 16
20 Total Operating Expanses - 689 27 28
21 Net for Return - 13 25 22
22 Weighted Average Rate Base - 152 285 251
23 Rate of Return: On Rate Base 0.00% 8.78% 8.79% B.79%
24 On Equity 0.00% 11.34% 11.35% 11.35%
All
2008 UCC Factors 2007 - 2008 UCC Factors
25  Electric Generation 19.56% 22.70% - 159 12 11
26  Electric Distrsbution 41.74% 39.61% - 278 21 20
27 Gas Distribution 24.07% % - 161 12 11
28 Subtotal 85.37% 85.20% - 598 44 43
29 Nuclear Decom 0.43% 0.51% - 4 0 0
30 Electric PPP 1.97% 241% - 17 1 1
31 GasPPP 0.48% 0.64% - 4 s} o
32  Electric Trans 6.57% 6.51% - 46 3 3
33 GasTrans 5.18% 4.73% - 33 2 2
34 Subtotal 14.63% 14.80% - 104 8 7
as  Total Company Factor 100.00% I - 0.70239 0.05206 0.05015 I

{Line 28 + Line 34)/1000 e
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Revenue Requirements Estimation Model

Analysis of Pension Estimate
Resuits of Operaticns Calculations ($000)

Attachment 2

Note: In order to derive pension contribution revenue requirement factors, PG&E ran the Results of Operations
(RO} modet below with a single $1 million investment. The resulting revenue requirement factor, in each year, is
indicative of the percentage of the actual pension contribution that must be recovered through rates. The RO
model below was run based on the assumptions and factors (e.g., cost allocations, tax and depreciation rates) used

in PG&E's 2007 General Rate Case.

Taxable Income:
COperating Revenue

Less: O&M Expenses
Taxes Other Than Income
Interest Charges -
Fiscal/Calendar Adjusiment
Operating Expense Adjustment
Capitalized Interest Adjustment
Capitalized Inventory Adjustment
Vacation Accrual Reduction
Subtotal Deductions
Taxable Income before Depreciation

Callfornia Corporation Franchise Tax (CCFT)
State Depreciation
Remaoval Costs
Repair Allowance
State Taxable Income

CCFT
Deferred Taxas - Depreciation
Deferred Taxes - Interest
Deferred Taxes - Vacation
Deferred Taxes- Other

Total GCFT

Federal Income Tax
Prior Year CCFT
Federal Depreciation
Removal Costs
Repair Allowance
Preferred Dividend Credit
Federal Taxable Income

Federal Income Tax
Deferred Taxes - Depreciation
Deferred Taxes - Interest
Deferred Taxes - Vacation
Deferred Taxes - Other

Total Federal Income Tax ~

2006 2007
702

877

2008

52

oo

2009

50

~Nw o

631

10

11

21

42

50

- (6

{4)
{0}

M

- 47

®

M
57

- (25)

- (9}
- 13

(37)

{13
22

(17

(6)
14
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Revenue Requirements Estimation Model
Analysis of Pension Estimate
Results of Operations Calculations ($000)

Attachment 2

Note: In order to derive pension contribution revenue requirement factors, PG&E ran the Results of Operations
(RO} model below with a single $1 millien investment. The resulting revenue requirement factor, In each year, is
indicative of the percentage of the actual pension contribution that must be recovered through rates. The RO
model below was run based on the assumptions and factors (e.g., cost allocations, tax and depreciation rates) used

in PG&E's 2007 General Rate Case,

2006 2007 2008 2009
Welghted Cost of Capital

Debt 2.77% 2.77% 2.77% 2.77%
Preferred Stock 0.12% 0.12% 0.12% 0.12%
Common Equity 5.90% 5.90% 5.90% 5.90%

Total % B.79% B.79% 8.79% 8.79%
Debt - 4 B 7
Preferred Stock - 0 0 0
Common Equity - 9 17 15

Total § 13 25 22

Wetghted Avarage Rate Base

Plant 163 326 326
Working Capitai

Fuel - .

Materials and Supplies -

Working Cash .

Subtotal )

Total Plant S N 163 326 326
Less:

Accumulated Deferred Taxes - 7 25 43

Deterred Investment Tax Credit - - .

Customer Advances - -

Deferred CIAC Tax . .

Vacation Pay Deferral - -

Capitalized Interest - - - -

Subtotal 7 25 43

Accumulated Depreciation - 4 18 33

Weighted Average Rate Base 152 285 251
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PACIFIC GAS AND ELECTRIC COMPANY
2006 Pension Application
Pension Trust Gontribution

CPUC Account 926
Pensions and Benetits
(Thousands of 2004 Dollars) Penston Contribution
Ling |Description 2008 2007 2008 2009
Recorded A&G Costs
1 Labor -
2 M&S -
3 Other -
4 Medical -
[ Wage Related -
[} Total -
tRecorded Adjustments
7 Labor -
B8 M&S
9 Other L -
10 Medical :
" Wage Related -
12 |Total -
Changes in Activity Levels
13 Labor
14 M&s
15 Other 1,000
16 Medical
17 Wage Related
18 |Total 1,000
Gross Total
19 Labor -
20 MAS -
21 Cther 1,000
22 Medical -
23 Wage Related -
24 Total - 1,000 - -
Capitalized amount
25 Labor
28 M&S -
27 Cther 326
28 Medical -
29 Wage Related -
30 Total 326
Holding Company Allocation
al Labor
32 M&S -
33 Other 10
34 Medical -
35 Wage Related -
36 Total 1.0
Affiliate Allocation
37 Labor B
38 | MaS - -
39 Other 0.1
40 Medical -
41 Wage Related -
42 Total 0.1
Below The Line
43 Labor -
44 MAS -
45 Other 2.8
45 Medical -
47 Wage Related -
48 Totat 2.8
De-escalate to 2004 Dollars (Reserved tor 2005 Update) *
49 Labor
50 M&S
51 OQther
52 Medical
53 Wage Relaied
54 Tolal
Grand Total
55 Labor -
56 Mas -
57 Other B70.0
58 Medical -
59 Wage Related -
B0 Total 6700
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