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Brian K. Cherry Pacific Gas and Electric Company
Vice President 77 Beale St., Mail Code B10C
Regulatory Relations P.O. Box 770000

San Francisco, CA 94177

Fax: 415.973.7226

November 29, 2012

Advice 3346-G/4148-E
Pacific Gas and Electric Company (U 39-M)

Public Utilities Commission of the State of California

Subject: Revision of PG&E’s Tariffs to Reflect Changes in the Income
Tax Component of Contribution Tax Factors

Pacific Gas and Electric Company (PG&E) hereby submits for filing revisions to
Gas and Electric Preliminary Statement Parts P and J, respectively. The affected
tariff sheets are provided in Attachment 1.

Purpose

This filing is necessary in order to revise PG&E’s Gas Preliminary Statement Part
P and Electric Preliminary Statement Part J, Income Tax Component of
Contributions Provision, to reflect the expiration at the end of this year of
temporary changes in Federal tax law. The Tax Relief, Unemployment Insurance
Reauthorization, and Job Creation Act of 2010 (P.L. 111-312, the Tax Relief Act)
temporarily extended the Federal Depreciation Provisions of the Internal Revenue
Code (IRC) which reduced the tax factor used to compute the “Income Tax
Component of Contribution” (ITCC) associated with Contributions in Aid of
Construction.

The Federal Depreciation Provisions in the Tax Relief Act expire on December 31,
2012, absent any further extension by Congress. As a result, the ITCC tax factors
will increase on January 1, 2013*. A detailed discussion describing the historical
changes in the ITCC tax factors as a result of changes to the Federal Depreciation
Provisions is presented below.

In this advice letter, PG&E requests that the California Public Utilities Commission
(Commission) increase the ITCC tax factor from 0.22 (22 percent) to 0.35 (35
percent) for gas contributions and from 0.22 (22 percent) to 0.34 (34 percent) for
electric contributions. The revised ITCC tax factor has been calculated, as set
forth in Attachment 2, by using Method 5 as described in Decision (D.) 87-09-026
and D.87-12-028 in Oll 86-11-109.

! Southern California Edison Company (SCE) filed Advice182-G/2805-E on November 7, 2012 to
reflect similar changes in its 2013 ITCC rate.
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Background

Since the beginning of 2008, the ITCC Rate has been modified due to changes in
federal tax law.

February 13, 2008 — President Bush signed into law the Economic Stimulus
Act of 2008 which resulted in a temporarily lower ITCC tax factor used to
compute the “Income Tax Component of Contribution” associated with
Contributions in Aid of Construction. This legislation modified a
depreciation provision, IRC Section 168(k), entitled, “Special Allowance For
Certain Property Acquired After September 10, 2001, And Before January
1, 2005.”

February 22, 2008 — PG&E filed Advice 2906-G/3212-E to implement the
temporarily lower ITCC tax factor of 0.20 (20 percent) for gas and 0.22 (22
percent) for electric on property contributed to PG&E after March 1, 2008.

March 19, 2008 — Advice 2906-G/3212-E was approved with an effective
date of March 1, 2008.

December 2, 2008 — PG&E filed Advice 2975-G/3372-E to notify the
Commission that the lower ITCC tax factors under the Economic Stimulus
Act of 2008 would expire on December 31, 2008 unless Congress extended
the depreciation provision. With no extension under way at that time,
PG&E requested that the ITCC tax factors be returned to the statutory
levels of 0.31 (31 percent) for gas and 0.34 (34 percent) for electric,
calculated using the then-current income tax rates of 8.84 percent
(California) and 35 percent (Federal).

January 15, 2009 -- Advice 2975-G/3372-E was approved on January 15,
2009 with an effective date of January 1, 2009 and in effect restoring the
higher tax factors.

February 17, 2009 — President Obama signed into law the American
Recovery and Reinvestment Act of 2009 (the “Recovery Act”; H.R. 1).
Section 1201 of the Recovery Act extended the modified depreciation
provisions of the Economic Stimulus Act of 2008, which in turn extended
the reduction of the ITCC tax factors.

February 20, 2009 — PG&E filed Advice 2998-G/3424-E to implement the
extension of the temporarily lower ITCC tax factor of 0.20 (20 percent) for
gas and 0.22 (22 percent) for electric in effect as of December 31, 2008.

March 19, 2009 — Advice 2998-G/3424-E was approved and the reduced
ITCC tax factors were extended with an effective date of January 1, 20009.
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December 11, 2009 — PG&E filed Advice 3070-G/3572-E, which notified the
Commission that the lower ITCC tax factors under the Recovery Act would
expire on December 31, 2009 unless Congress extended the depreciation
provision. With no extension under way at that time, PG&E requested that
the ITCC tax factors be returned to the statutory levels of 0.31 (31 percent)
for gas and 0.34 (34 percent) for electric, calculated using the current
income tax rates of 8.84 percent (California) and 35 percent (Federal).

The tax factor for gas in Advice 3070-G also reflected the temporary federal
depreciable tax life for gas distribution property of 15 years as adopted by
the Energy Tax Incentives Act of 2005. This temporary federal depreciable
tax life for gas distribution property expired on December 31, 2010.

January 7, 2010 — Advice 3070-G/3572-E was approved with an effective
date of January 1, 2010 and in effect restoring the higher tax factors.

September 27, 2010 — President Obama signed the Small Business Jobs
Act of 2010 (Act) (H.R. 5297) into law. Section 2022 of the Act extended
the depreciation provision (IRC Section 168(k)) which had resulted in the
temporarily lower ITCC tax factors.

October 27, 2010 — PG&E filed Advice 3160-G/3750-E to extend the
temporarily lower ITCC tax factor of 0.20 (20 percent) for gas and 0.22 (22
percent) for electric in effect as of December 31, 2009 through December
31, 2010.

November 29, 2010 — Advice 3160-G/3750-E was approved and the
reduced ITCC tax factors were extended with an effective date of January
1, 2010.

December 17, 2010 — President Obama signed the Tax Relief,
Unemployment Insurance Reauthorization, and Job Creation Act of 2010
(P.L. 111-312, the Tax Relief Act) into law. Section 401 of the Tax Relief
Act extended the depreciation provision (IRC Section 168(k)) which had
resulted in the temporarily lower ITCC tax factors. .

In addition to the extension of the depreciation provisions, the Tax Relief
Act provided for a temporary 100% expensing of property placed in service
after September 8, 2010 and before January 1, 2012.

The extension and changes in the depreciation provisions of IRC Section
168(k) in the Tax Relief Act resulted in a reduction of the ITCC rate for the
period September 9, 2010 through December 31, 2011, at which time the
ITCC rate reverted to the rate under the depreciation provisions of the
American Recovery and Reinvestment Act of 2009, the Economic Stimulus
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Act of 2008 and the Small Business Jobs Act of 2010 through December
31, 2012.

e December 30, 2010 — PG&E files Advice 3176-G/3784-E to revise PG&E's
tariffs to reflect the extension of lower ITCC tax factors due to tax law
changes. This filing disclosed that the ITCC tax factors will increase on
January 1, 2012.

February 28, 2011 — Advice 3176-G/3784-E was approved with an effective
date of September 9, 2010.

e January 1, 2013 — The Federal Depreciation Provisions in the Tax Relief
Act expire on December 31, 2012. As a result, for contributions PG&E
receives on or after January 1, 2013 the ITCC tax factors for gas and
electric contributions should be increased to 0.35 (35 percent) and 0.34 (34
percent), respectively.

Tariff Revisions

Gas Preliminary Statement Part P, Section 5. a, has been revised to reflect the
increase in the ITCC tax factor to 0.35 (35 percent) on property contributed to
PG&E effective January 1, 2012.

In a similar fashion, Electric Preliminary Statement Part J, Section 5. a, has been
revised to reflect the increase in the ITCC tax factor to 0.34 (34 percent) on
property contributed to PG&E effective January 1, 2013.

Protests

Anyone wishing to protest this advice letter may do so by letter sent via U.S. mail,
facsimile or E-mail, no later than December 19, 2012, which is 20 days after the
date of this submission. Protests must be submitted to:

CPUC Energy Division

ED Tariff Unit

505 Van Ness Avenue, 4™ Floor
San Francisco, California 94102

Facsimile: (415) 703-2200
E-mail: EDTariffUnit@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.
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The protest shall also be sent to PG&E either via E-mail or U.S. mail (and by
facsimile, if possible) 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

Any person (including individuals, groups, or organizations) may protest or
respond to an advice letter. (General Order 96-B, Section 7.4.) The protest shall
contain the following information: specification of the advice letter protested,;
grounds for the protest; supporting factual information or legal argument; name,
telephone number, postal address, and (where appropriate) e-mail address of the
protestant; and statement that the protest was sent to the utility no later than the
day on which the protest was submitted to the reviewing Industry Division (General
Order 96-B, Section 3.11).

Effective Date

PG&E requests that this Tier 1 advice filing become effective on January 1, 2013.

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.
Address changes to the General Order 96-B service list should be directed to
PG&E at email address PGETariffs@pge.com. For changes to any other service
list, please contact the Commission’s Process Office at (415) 703-2021 or at
Process_Office@cpuc.ca.gov. Send all electronic approvals to
PGETariffs@pge.com.  Advice letter submissions can also be accessed
electronically at: http://www.pge.com/tariffs

G LI,

Vice President, Regulatory Relations
Attachments

Attachment 1: Tariff Revisions
Attachment 2: The Extended ITCC Tax Factor
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Pacific Gas and Electric Company Revised Cal. P.U.C. Sheet No. 30085-G
San Francisco, California Cancelling Revised Cal. P.U.C. Sheet No. 28729-G
& U 39
GAS PRELIMINARY STATEMENT PART P Sheet 1
INCOME TAX COMPONENT OF CONTRIBUTIONS PROVISION
P. INCOME TAX COMPONENT OF CONTRIBUTIONS PROVISION
1. GENERAL: All Contributions in Aid of Construction (Contributions, or CIAC) made to PG&E shall

include a charge to cover PG&E's resulting estimated liability for Federal and State Income Tax.

PG&E shall collect the Federal Income Tax on Contributions made on or after February 11, 1987,

for the unit costs under Rule 15 and January 1, 1987, for all other Contributions. California

Corporate Franchise Tax shall be collected beginning January 1, 1992.

2. DEFINITIONS:

a. Contributions: Contributions shall include, but are not limited to, cash, services, facilities,
labor, property, and related income taxes provided by a person or agency to PG&E. The
value of all contributions shall be based on PG&E's estimates or a contract value acceptable
to PG&E. Contributions shall consist of two components, as follows:

1) Income Tax Component of Contribution (ITCC); and
2) The balance of the contribution, excluding income taxes (Balance of Contribution).

b. Government Agency: For purposes of administering this part of the preliminary statement, a
government agency shall include the Federal Government, a California state, county, or local
government agency.

3.  APPLICABILITY: The ITCC shall apply to Contributions including but not limited to charges under
the applicable Rate Schedule and Rules, except as provided in Section 4 below.
4.  GOVERNMENT AGENCY EXEMPTIONS:

a. Public Benefit: A contribution for a project will be considered a public benefit if, in the opinion
of PG&E, the government agency making the contribution can clearly show that the
contribution will benefit the public as a whole. Internal Revenue Service (IRS) Notice 87-82
dated December 3, 1987, excludes from the Public Benefit Exemption any government
agency contribution associated with projects causing new or increased usage of utility service.

b. Condemnation: Contributions resulting from condemnation of company facilities, or the threat
or imminence thereof may be excluded from the ITCC requirement when supported by
evidence acceptable to PG&E provided by the government agency.

5. DETERMINATION OF ITCC:

a. The ITCC shall be calculated by multiplying the Balance of Contribution by the tax factor of (M
0.35 (35 percent). The 35 percent tax factor shall be applicable to contributions received by m7rm
PG&E on or after January 1, 2013. PG&E will file an advice letter to reflect any changes in (T)
the tax factor which would cause an increase or decrease of five percentage points or more. (M

b.  The tax factor is established by using Method 5 as set forth in Decisions 87-09-026 and
87-12-028 in Oll 86-11-019.

(Continued)
Advice Letter No:  3346-G Issued by Date Filed November 29, 2012
Decision No. Brian K. Cherry Effective January 1, 2013
Vice President Resolution No.
1wW12 Regulatory Relations
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) San Francisco, California Cancelling  Revised Cal. P.U.C. Sheet No. 30045-G*
& U 39
GAS TABLE OF CONTENTS Sheet 1
CAL P.U.C.
TITLE OF SHEET SHEET NO.
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RAtE SCREAUIES ... ettt e e e e e 29977,29968-G
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Maps, Contracts and DEVIAtIoONS ............oociiiiiie et 29288-G
SAMPIE FOMS ...ttt e e et 30046-33049,29290*,30050-G
(Continued)
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& U 39
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Part F Core FiXed COSt ACCOUNL.......coiuiiieiiiieee ittt e e iree e 27763,24623,28886-G
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Part L Balancing Charge ACCOUNt ..........c..eeeveeeiiiiiiiiiieaeeee 23273-23274-G
Part O CPUC Reimbursement Fee..........ccceeeeeeiiniiiieneenn.
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Part vV California Alternate Rates FOr Energy ACCOUNT ........ccoiivviieriieieeiiieee e
Part X Liguefied Natural Gas Balancing Account
Part Y Customer Energy Efficiency Adjustment...........cccoooeeeiiieeiniieeennnn.
(Continued)
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Decision No. Brian K. Cherry Effective January 1, 2013
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Pacific Gas and Electric Company Revised Cal. P.U.C. Sheet No. 32161-E
San Francisco, California Cancelling Revised Cal. P.U.C. Sheet No. 29937-E
& U 39
ELECTRIC PRELIMINARY STATEMENT PART J Sheet 1
INCOME TAX COMPONENT OF CONTRIBUTIONS PROVISION
J. INCOME TAX COMPONENT OF CONTRIBUTIONS PROVISION
1. GENERAL: All Contributions in Aid of Construction (Contributions, or CIAC) made to PG&E shall

include a charge to cover PG&E's resulting estimated liability for Federal and State Income Tax.

PG&E shall collect the Federal Income Tax on Contributions made on or after February 11, 1987,

for the unit costs under Rule 15 and January 1, 1987, for all other Contributions. California

Corporate Franchise Tax (CCFT) shall be collected beginning January 1, 1992.

2. DEFINITIONS:

a. Contributions: Contributions shall include, but are not limited to, cash, services, facilities,
labor, property, and related income taxes provided by a person or agency to PG&E. The
value of all contributions shall be based on PG&E's estimates or a contract value acceptable
to PG&E. Contributions shall consist of two components, as follows:

1) Income Tax Component of Contribution (ITCC); and
2) The balance of the contribution, excluding income taxes (Balance of Contribution).

b. Government Agency: For purposes of administering this part of the preliminary statement, a
government agency shall include the Federal Government, a California state, county, or local
government agency.

3. APPLICABILITY: The ITCC shall apply to Contributions including but not limited to charges under
the applicable Rate Schedule and Rules, except as provided in Section 4 below.
4.  GOVERNMENT AGENCY EXEMPTIONS:

a. Public Benefit: A contribution for a project will be considered a public benefit if, in the opinion
of PG&E, the government agency making the contribution can clearly show that the
contribution will benefit the public as a whole. Internal Revenue Service (IRS) Notice 87-82
dated December 3, 1987, excludes from the Public Benefit Exemption any government
agency contribution associated with projects causing new or increased usage of utility service.

b. Condemnation: Contributions resulting from condemnation of company facilities, or the threat
or imminence thereof may be excluded from the ITCC requirement when supported by
evidence acceptable to PG&E provided by the government agency.

5. DETERMINATION OF ITCC:

a. The ITCC shall be calculated by multiplying the Balance of Contribution by the tax factor of (T)
0.34 (34 percent). The 34 percent tax factor shall be applicable to contributions received by M7
PG&E on or after January 1, 2013. PG&E will file an advice letter to reflect any changes in (M
the tax factor which would cause an increase or decrease of five percentage points or more. )

b.  The tax factor is established by using Method 5 as set forth in Decisions 87-09-026 and
87-12-028 in Oll 86-11-019.

(Continued)
Advice Letter No:  4148-E Issued by Date Filed November 29, 2012
Decision No. Brian K. Cherry Effective January 1, 2013
Vice President Resolution No.
1wW12 Regulatory Relations
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Revised Cal. P.U.C. Sheet No. 32162-E
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ELECTRIC TABLE OF CONTENTS Sheet 1
TABLE OF CONTENTS
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PG&E Gas and Electric
Advice Filing List
General Order 96-B, Section IV

1st Light Energy

AT&T

Alcantar & Kahl LLP

Ameresco

Anderson & Poole

BART

Barkovich & Yap, Inc.

Bartle Wells Associates
Bloomberg

Bloomberg New Energy Finance
Boston Properties

Braun Blaising McLaughlin, P.C.
Brookfield Renewable Power
CA Bldg Industry Association

CLECA Law Office

California Cotton Ginners & Growers Assn
California Energy Commission
California League of Food Processors
California Public Utilities Commission
Calpine

Casner, Steve

Cenergy Power

Center for Biological Diversity

Chris, King

City of Palo Alto

City of Palo Alto Utilities

City of San Jose

City of Santa Rosa

Clean Energy Fuels

Clean Power

Coast Economic Consulting
Commercial Energy

Consumer Federation of California
Crossborder Energy

Davis Wright Tremaine LLP

Day Carter Murphy
Defense Energy Support Center

Department of General Services
Department of Water Resources
Dept of General Services
Douglass & Liddell

Downey & Brand

Duke Energy

Economic Sciences Corporation
Ellison Schneider & Harris LLP
Foster Farms

G. A. Krause & Assoc.

GLJ Publications

GenOn Energy Inc.

GenOn Energy, Inc.

Goodin, MacBride, Squeri, Schlotz &

Ritchie

Green Power Institute

Hanna & Morton

Hitachi

In House Energy

International Power Technology
Intestate Gas Services, Inc.
Lawrence Berkeley National Lab

Los Angeles County Office of Education
Los Angeles Dept of Water & Power

MAC Lighting Consulting
MRW & Associates
Manatt Phelps Phillips
Marin Energy Authority
McKenna Long & Aldridge LLP
McKenzie & Associates
Merced Irrigation District
Modesto Irrigation District
Morgan Stanley

Morrison & Foerster
Morrison & Foerster LLP
NLine Energy, Inc.

NRG West
NaturEner

Norris & Wong Associates

North America Power Partners
North Coast SolarResources
Occidental Energy Marketing, Inc.
OnGrid Solar

PG&E

Praxair

R. W. Beck & Associates

RCS, Inc.

SCD Energy Solutions

SCE

SMUD

SPURR

San Francisco Public Utilities Commission

Seattle City Light

Sempra Utilities

Sierra Pacific Power Company
Silicon Valley Power

Silo Energy LLC

Southern California Edison Company
Spark Energy, L.P.

Sun Light & Power

Sunrun Inc.

Sunshine Design

Sutherland, Asbill & Brennan
Tecogen, Inc.

Tiger Natural Gas, Inc.
TransCanada

Turlock Irrigation District
United Cogen

Utility Cost Management
Utility Specialists

Verizon

Wellhead Electric Company

Western Manufactured Housing
Communities Association (WMA)

eMeter Corporation



