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Regulatory Relations 
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77 Beale St., Mail Code B13U 

P.O. Box 770000 

San Francisco, CA  94177 

 

Fax: 415-973-3582 

August 26, 2020 
 
  

Advice 4301-G/5929-E 
(Pacific Gas and Electric Company ID U 39 M) 
 

Public Utilities Commission of the State of California 

Subject: Revision to Electric Preliminary Statement Part J and Gas 
Preliminary Statement Part P as a Result of Public Law 115-97, the 
Federal 2017 Tax Cuts and Jobs Act 

Purpose 

Pacific Gas and Electric Company (“PG&E”) submits this Tier 1 advice letter to revise 
Electric Preliminary Statement Part J, Income Tax Component of Contributions Provision 
and Gas Preliminary Statement Part P, Income Tax Component of Contributions 

Provision, as a result of tax law changes made by Public Law 115-97, the 2017 Tax Cuts 
and Jobs Act (TCJA).1       

Background 

Internal Revenue Code (IRC) section 118, Contributions to the Capital of a Corporation, 

governs the tax treatment of amounts paid to a corporation by non-shareholders.  
Generally, IRC section 118(a) provides that contributions to the capital of a taxpayer are 
treated as non-taxable.  However, IRC section 118(b) treats contributions in aid of 
construction and other specified types of contributions as taxable (referred to collectively 

as a “CIAC”).   

Whenever PG&E receives a taxable contribution (i.e. a CIAC), the Commission has 
authorized PG&E to include  a charge to cover its estimated resulting tax liability.  This 
additional charge or “gross-up” is referred to as the Income Tax Component of 

Contributions (“ITCC”) and is authorized pursuant to Decisions 87-09-026 and 87-012-
028 in OII 86-11-019, using Method 5.  Method 5 dictates that the ITCC is to be collected 
from the contributor (as opposed to ratepayers) and provides guidance on how to 
compute the tax factors for the gross-up.  PG&E should neither gain nor lose from 

undertaking a project for a contributor when it receives a taxable-CIAC and therefore the 

 
1  Attachment 3, shows relevant sections of the TCJA.  The full text of Public Law 115-97, the 
TCJA, can be found at  <https://www.govinfo.gov/content/pkg/PLAW-115publ97/pdf/PLAW-
115publ97.pdf> (last visited July 16, 2020). 

https://www.govinfo.gov/content/pkg/PLAW-115publ97/pdf/PLAW-115publ97.pdf
https://www.govinfo.gov/content/pkg/PLAW-115publ97/pdf/PLAW-115publ97.pdf
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ITCC gross-up aims to make PG&E whole for the increased tax liability from the taxable 
amounts received. 

Before the TCJA federal revisions, governmental entities enjoyed a limited exemption for 
their CIACs to be treated as non-taxable when evidence supported that the amounts were 

made for the “Public Benefit”2 and not as a customer or potential customer,  e.g. for new 
or additional service. However, the TCJA explicitly eliminated this exception for 
governmental entities, as discussed and shown below.  Now, any amounts received from 
any governmental entity or civic group constitutes a taxable CIAC to PG&E, which results 

in an additional ITCC gross-up for the contributor.  

On December 22, 2017, the TCJA was enacted into law and further limited what amounts 
constituted a nontaxable contribution to PG&E by revising IRC section 118(b).  Section 
13312 of the TCJA revised section 118(b) and added the following subsection (b)(2).  The 

current IRC section 118(b) now reads: 

“118(b) Exceptions.—For purposes of subsection (a), the term “contribution to 
the capital of the taxpayer” does not include— 

118(b)(1) any contribution in aid of construction or any other contribution as 

a customer or a potential customer, and 

118(b)(2) any contribution by any governmental entity or civic group (other 
than a contribution made by a shareholder as such).” 

Therefore, as a result of the TCJA revisions to IRC 118(b), the Public Benefit exemption 

has been eliminated because payments from any governmental entities or civic groups 
explicitly no longer qualify as a non-taxable contribution pursuant to section 118(a).  The 
TCJA revisions to IRC section 118(b)(2) apply to CIACs made after the enactment of the 
TCJA on December 22, 2017.  

Furthermore, although the amendments made by IRC section 118(b) by the TCJA 
preclude CIAC by governmental entities or civic groups to a utility from being exempt from 
taxable income to the utilities under IRC section 118(a), the tax code continues to include 
other sections that conditionally apply exceptions to the taxable treatment when certain 

requirements are satisfied, regardless of whether the contribution is made by a 
governmental entity or civic group.  IRC section 1033, Involuntary Conversions, states 
that no taxable gain is recognized if property is involuntarily converted into similar property 
as a result of its seizure, requisition, condemnation or threat or imminence thereof by an 

entity that has authority to readily obtain property for public good upon the award and 

 
2 Electric Preliminary Statement Part J and Gas Preliminary Statement Part P, governing the 
Income Tax Component of Contributions, both contained a “Public Benefit” exemption which is 
now outdated due to the 2017 TCJA.   
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payment of just compensation.  Therefore, this exemption for taxable treatment exists, if 
met, and ITCC would not be charged in these instances.  

It should be noted that for California state tax purposes, California has not conformed to 
the federal TCJA changes made to IRC section 118(b) for contributions from a 

governmental entity or civic group after December 22, 2017.  Pursuant to Assembly Bill 
1543, California conforms to the IRC as of January 1, 2015.4  Therefore, because the 
TCJA was enacted after 2015, contributions by governmental entities or civic groups 
technically still qualify for the Public Benefit exemption under California’s equivalent of 

the pre-TCJA section 118 (i.e. California Revenue and Taxation Code sections 24324 
and 24325) to the extent such contributions meet certain requirements.  Notwithstanding, 
PG&E still proposes to eliminate “Governmental Agency” and “Public Benefit” language 
from the Tariffs and believes the “Eminent Domain” and “Involuntary Conversion” 

exemptions under IRC section 1033 will continue to provide governmental agencies with 
an equivalent exemption for California purposes from the collection of ITCC pursuant to 
California Revenue and Taxation Code section 24943 (Involuntary Conversions).  PG&E 
believes that its “Involuntary Conversion” exemption and current Section 6, “State Taxes” 

adequately addresses this California non-conformity situation and therefore no changes 
were made to Section 6, State Taxes.  

This advice letter makes changes to the Electric Preliminary Statement Part J and Gas 
Preliminary Statement Part P to incorporate the TCJA changes made to IRC section 118. 

In addition to the TCJA-driven changes, in this advice letter PG&E further elaborates on 
the exception for Involuntary Conversions to the extent certain CIAC transactions satisfy 
the condemnation requirements of IRC section 1033. 

Lastly, this advice letter corrects a typographical spelling error in Section 8. Refunds.  

Tariff Revisions  

The proposed changes for each Preliminary Statement is shown below. Deletions are 
shown with strike through and additions are shown in underline.  The submittal of this 
advice letter does not increase any current rate or charge, cause the withdrawal of 

service, or conflict with any rate schedule or rule. 

• Electric Preliminary Statement Part J – Income Tax Component of 
Contributions Provision  

Section 2. Definitions, subsection 2.b. is revised as follows: 

 
3 See Assembly Bill 154 Taxation: federal conformity, approved September 30, 2015, at 
<http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201520160AB154&search_ke
ywords=> (last visited July 16, 2020). 
4 See California Franchise Tax Board “California Conformity to Federal Law” website at 
<https://www.ftb.ca.gov/tax-pros/law/conformity.html> (last visited July 16, 2020). 

http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201520160AB154&search_keywords=
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201520160AB154&search_keywords=
https://www.ftb.ca.gov/tax-pros/law/conformity.html
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b. Government Agency Eminent Domain Agency:  For purposes of administering this part of the 

preliminary statement, an Eminent Domain Agency government agency is any shall include the 
Federal Government, a California Federal, state, county, or local governmental or quasi-

governmental agency or a federally-recognized Native American tribe that has the general authority 
or is able to readily obtain the authority to condemn property for the public good upon the award and 

payment of just compensation. 

Section 4 is renamed to “Eminent Domain Agency Exemptions:”, section 4.a. for “Public 
Benefit” exception is deleted in its entirety because of the new IRC section 118(b) from 

the TCJA, and further language is added for the newly revised Section 4 for “Involuntary” 
Conversion” as shown below:   

4. EMINENT DOMAIN 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. 

ab. Condemnation Involuntary Conversion:  Contributions resulting from condemnation or involuntary 
conversion 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 Eminent Domain 
Agency government agency.  Where, in the opinion of PG&E, payments or other fo rms of 

compensation received by PG&E from an Eminent Domain Agency satisfy the requirements of 
Internal Revenue Code (IRC) section 1033 as an Involuntary Conversion, the value of such 

payments, property or other permissible forms of compensation will not be treated as taxable income 
by PG&E and, as a result, the ITCC component of the Contribution will not be collected.  Generally, 

the nontaxable provisions of IRC section 1033 are satisfied if (1) the Eminent Domain Agency 
initiates condemnation proceedings, or (2) PG&E receives notice of intent by the Eminent Domain 

Agency to acquire the property before the initiation of condemnation proceedings, or (3) it can be 
demonstrated that it was reasonable to believe that PG&E was compelled to dispose of the property 

by the impending consequences. 

Additionally, Section 8 for Refunds fixes a spelling error:   

8. REFUNDS:  Any refund shall include an ITCC using a tax factor that reflects the tax  benefit actually 
realized by PG&E through tax deductability deductibility in the year the refund occurs.  In any event, the 

tax refund will not exceed the tax advanced. 

• Gas Preliminary Statement Part P – Income Tax Component of Contributions 

Provision  

The changes shown below are consistent with the Electric Preliminary Statement Part J 
above. 

Section 2. Definitions, subsection 2.b. is revised as follows: 

b. Government Agency Eminent Domain Agency:  For purposes of administering this part of the 

preliminary statement, an Eminent Domain Agency government agency is any shall include the 
Federal Government, a California Federal, state, county, or local governmental or quasi-

governmental agency or a federally-recognized Native American tribe that has the general authority 
or is able to readily obtain the authority to condemn pro perty for the public good upon the award and 

payment of just compensation. 

Section 4 is renamed to “Eminent Domain Agency Exemptions:”, section 4.a. for “Public 
Benefit” exception is deleted in its entirety because of the new IRC section 118(b) from 
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the TCJA, and further language is added for the newly revised Section 4 for “Involuntary” 
Conversion” as shown below:   

4. EMINENT DOMAIN GOVERNMENT AGENCY EXEMPTIONS: 

a. Public Benefit:  A contribution for a project will be considered a public benefit if, in th e 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. 

ab. Condemnation Involuntary Conversion:  Contributions resulting from condemnation or involuntary 
conversion 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 Eminent Domain 
Agency government agency.  Where, in the opinion of PG&E, payments or other forms of 

compensation received by PG&E from an Eminent Domain Agency satisfy the requirements of 
Internal Revenue Code (IRC) section 1033 as an Involuntary Conversion, the value of such 

payments, property or other permissible forms of compensation will not be treated as taxable income 
by PG&E and, as a result, the ITCC component of the Contribution will not be collected.  Generally, 

the nontaxable provisions of IRC section 1033 are satisfied if (1) the Eminent Domain Agency 
initiates condemnation proceedings, or (2) PG&E receives notice of intent by the Eminent Domain 

Agency to acquire the property before the initiation of condemnation proceedings, or (3) it can be 
demonstrated that it was reasonable to believe that PG&E was compelled to dispose of the property 

by the impending consequences. 

Additionally, Section 8 for Refunds fixes a spelling error:   

8. REFUNDS:  Any refund shall include an ITCC using a tax factor that reflects the tax  benefit actually 
realized by PG&E through tax deductability deductibility in the year the refund occurs.  In any event, the 

tax refund will not exceed the tax advanced. 

For your convenience, redline versions of the tariff revisions are included as Attachment 

2. 

Protests 

***Due to the COVID-19 pandemic and the shelter at home orders, PG&E is currently 
unable to receive protests or comments to this advice letter via U.S. mail or fax. 

Please submit protests or comments to this advice letter to 
EDTariffUnit@cpuc.ca.gov and  PGETariffs@pge.com*** 

Anyone wishing to protest this submittal may do so by letter sent via U.S. mail, facsimile 
or E-mail, no later than September 15, 2020, which is 20 days after the date of this 

submittal.  Protests must be submitted to: 

CPUC Energy Division 
ED Tariff Unit 
505 Van Ness Avenue, 4th Floor 

San Francisco, California 94102 

Facsimile: (415) 703-2200 
E-mail: EDTariffUnit@cpuc.ca.gov 
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Copies of protests also should be mailed to the attention of the Director, Energy Division, 
Room 4004, at the address shown above. 

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:  

Erik Jacobson 
Director, Regulatory Relations 
c/o Megan Lawson 

Pacific Gas and Electric Company 
77 Beale Street, Mail Code B13U 
P.O. Box 770000 
San Francisco, California 94177 

 
Facsimile: (415) 973-3582 
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 

Consistent with Section 7.3.1 of General Order 96-B, PG&E respectfully requests that this 

advice letter be effective as of January 1, 2018.  Given that the 2017 TJCA became 
effective for tax years beginning January 1, 2018 and that PG&E must apply the current 
tax laws, PG&E therefore requests that the effective date be granted retroactively. 

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 submittals can also 
be accessed electronically at: http://www.pge.com/tariffs/. 

  /S/    

Erik Jacobson 
Director, Regulatory Relations 
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Attachments 
Attachment 1  Tariffs 
Attachment 2  Redline Tariffs 
Attachment 3  Relevant Sections of Public Law 115-97, Tax Cuts and Jobs 
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ADVICE LETTER 
S U M M A R Y
ENERGY UTILITY

Company name/CPUC Utility No.:

Utility type:
Phone #: 

EXPLANATION OF UTILITY TYPE

ELC GAS

PLC HEAT

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed)

Advice Letter (AL) #: 

WATER
E-mail: 
E-mail Disposition Notice to:

Contact Person:

ELC = Electric
PLC = Pipeline

GAS = Gas
HEAT = Heat WATER = Water

(Date Submitted / Received Stamp by CPUC)

Subject of AL:

Tier Designation:

Keywords (choose from CPUC listing):
AL Type: Monthly Quarterly Annual One-Time Other:
If AL submitted 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 AL:

Confidential treatment requested? Yes No
If yes, specification of confidential information:
Confidential information will be made available to appropriate parties who execute a 
nondisclosure agreement. Name and contact information to request nondisclosure agreement/
access to confidential information:

Resolution required? Yes No

Requested effective date: No. of tariff sheets:

Estimated system annual revenue effect (%): 

Estimated system average rate effect (%):

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:

Service affected and changes proposed1:

Pending advice letters that revise the same tariff sheets:

1Discuss in AL if more space is needed.

✔

✔

Revision to Electric Preliminary Statement Part J and Gas Preliminary Statement Part P as a Result of 
Public Law 115-97, the Federal 2017 Tax Cuts and Jobs Act

PGETariffs@pge.com

See Attachment 1

✔

Taxes

Clear Form

14301-G/5929-E

N/A

N/A

✔

Annie Ho

N/A

✔

No

Pacific Gas and Electric Company (ID U39 M)

81/1/18

(415) 973-8794

AMHP@pge.com

N/A



CPUC, Energy Division
Attention: Tariff Unit
505 Van Ness Avenue
San Francisco, CA 94102 
Email: EDTariffUnit@cpuc.ca.gov 

Protests and all other correspondence regarding this AL are due no later than 20 days after the date 
of this submittal, unless otherwise authorized by the Commission, and shall be sent to:
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Utility Name:
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State:
Telephone (xxx) xxx-xxxx:
Facsimile (xxx) xxx-xxxx:
Email:

Name:
Title:
Utility Name:
Address:
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State:
Telephone (xxx) xxx-xxxx: 
Facsimile (xxx) xxx-xxxx:
Email:

Zip:

Zip:

District of Columbia

San Francisco, CA 94177
94177

Director, Regulatory Relations

Clear Form

77 Beale Street, Mail Code B13U
Pacific Gas and Electric Company

(415)973-2093

PGETariffs@pge.com

Erik Jacobson, c/o Megan Lawson

(415)973-3582
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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. Eminent Domain Agency:  For purposes of administering this part of the preliminary 
statement, an Eminent Domain Agency is any Federal, state, county, or local governmental or 

quasi-governmental agency or a federally-recognized Native American tribe that has the 
general authority or is able to readily obtain the authority to condemn property for the public 

good upon the award and payment of just compensation. 

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. EMINENT DOMAIN EXEMPTIONS: 

Involuntary Conversion:  Contributions resulting from condemnation or involuntary conversion 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 Eminent Domain Agency.  

Where, in the opinion of PG&E, payments or other forms of compensation received by PG&E from 
an Eminent Domain Agency satisfy the requirements of Internal Revenue Code (IRC) section 1033 

as an Involuntary Conversion, the value of such payments, property or other permis sible forms of 
compensation will not be treated as taxable income by PG&E and, as a result, the ITCC 

component of the Contribution will not be collected.  Generally, the nontaxable provisions of IRC 
section 1033 are satisfied if (1) the Eminent Domain Agen cy initiates condemnation proceedings, 

or (2) PG&E receives notice of intent by the Eminent Domain Agency to acqui re the property before 
the initiation of condemnation proceedings, or (3) it can be demonstrated that it was reasonable to 

believe that PG&E was compelled to dispose of the property by the impending consequences. 

5. DETERMINATION OF ITCC: 

a. The ITCC shall be calculated by multiplying the Balance of Contribution by the tax factor in 
effect at the time the contributions are received by PG&E.  A 24 percent tax factor shall be 

applicable to contributions received by PG&E on or from January 1, 2019.  PG&E will submit 
an advice letter to reflect any changes in 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 OII 86-11-019. 
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J. INCOME TAX COMPONENT OF CONTRIBUTIONS PROVISION (Cont'd.)   

6. STATE TAXES:  Should any California state tax be imposed on Contributions in Aid 
of Construction or other Contributions, it shall be collected in accordance with Ordering 
Paragraph 6 of Decision No. 87-09-026.  However, in the event state tax is applied retrospectively, 
PG&E may collect such tax through general rates for the retroactive period. 

7. INTERNAL REVENUE SERVICE:  PG&E shall recover through rates any penalties, interest, or 
taxes incurred if the Internal Revenue Service deems the method of tax collection authorized by 
Decision No. 87-09-026 to be a violation of the tax normalization rules and imposes additional 
taxes, penalties, and interest. 

8. REFUNDS:  Any refund shall include an ITCC using a tax factor that reflects the tax benefit 
actually realized by PG&E through tax deductibility in the year the refund occurs.  In any event, the 
tax refund will not exceed the tax advanced. 

9. INTEREST RATE:  When interest is payable under this part of the Preliminary Statement by 
PG&E to the contributor, the interest rate shall be 1/12 of the most recent month's interest rate on 
commercial paper (prime, three months), published in the Federal Reserve Statistical Release, 
G.13.  Should publication of the interest rate on commercial paper (prime, three months) be 
discontinued, interest will so accrue at the rate of 1/12 of the most recent month's interest rate on 
commercial paper which most closely approximates the rate that was discontinued and which is 
published in the Federal Reserve Statistical Release, G.13, or its successor publication. 
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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. Eminent Domain Agency:  For purposes of administering this part of the preliminary statement, 
an Eminent Domain Agency is any  Federal, state, county, or local governmental or quasi-
governmental agency or a federally-recognized Native American tribe that has the general 
authority or is able to readily obtain the authority to condemn property for the public good upon 
the award and payment of just compensation. 

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. EMINENT DOMAIN EXEMPTIONS: 

Involuntary Conversion:  Contributions resulting from condemnation or involuntary conversion 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 Eminent Domain Agency.  Where, 
in the opinion of PG&E, payments or other forms of compensation received by PG&E from an Eminent 
Domain Agency satisfy the requirements of Internal Revenue Code (IRC) section 1033 as an 
Involuntary Conversion, the value of such payments, property or other permissible forms of 
compensation will not be treated as taxable income by PG&E and, as a result, the ITCC component of 
the Contribution will not be collected.  Generally, the nontaxable provisions of IRC section 1033 are 
satisfied if (1) the Eminent Domain Agency initiates condemnation proceedings, or (2) PG&E receives 
notice of intent by the Eminent Domain Agency to acquire the property before the initiation of 
condemnation proceedings, or (3) it can be demonstrated that it was reasonable to believe that PG&E 
was compelled to dispose of the property by the impending consequences. 

5. DETERMINATION OF ITCC:  

a. The ITCC shall be calculated by multiplying the Balance of Contribution by the tax factor in 
effect at the time the contributions are received by PG&E.   A 24 percent tax factor shall be 
applicable to contributions received by PG&E on or from January 1, 2019.  PG&E will submit an 
advice letter to reflect any changes in 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 OII 86-11-019. 
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P. INCOME TAX COMPONENT OF CONTRIBUTIONS PROVISION (Cont'd.)  

6. STATE TAXES:  Should any California state tax be imposed on Contributions in Aid of Construction 
or other Contributions, it shall be collected in accordance with Ordering Paragraph 6 of Decision 

No. 87-09-026.  However, in the event state tax is applied retrospectively, PG&E may collect such 

tax through general rates for the retroactive period. 

7.  INTERNAL REVENUE SERVICE:  PG&E shall recover through rates any penalties, interest, or 

taxes incurred if the Internal Revenue Service deems the method of tax collection authorized by 
Decision No. 87-09-026 to be a violation of the tax normalization rules and imposes additional 

taxes, penalties, and interest. 

8. REFUNDS:  Any refund shall include an ITCC using a tax factor that reflects the tax benefit actually 
realized by PG&E through tax deductibility in the year the refund occurs.  In any event, the tax 

refund will not exceed the tax advanced. 

9. INTEREST RATE:  When interest is payable under this part of the Preliminary Statement by PG&E 
to the contributor, the interest rate shall be 1/12 of the most recent month's interest rate on 

commercial paper (prime, three months), published in the Federal Reserve Statistical Release, 
G.13.  Should publication of the interest rate on commercial paper (prime, three months) be 

discontinued, interest will so accrue at the rate of 1/12 of the most recent month's interest rate on 
commercial paper which most closely approximates the rate that was disconti nued and which is 

published in the Federal Reserve Statistical Release, G.13, or its successor publication.  
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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 AgencyEminent Domain Agency:  For purposes of administering this part of the 
preliminary statement, an Eminent Domain Agency government agency is any shall include the 
Federal Government, a California Federal, state, county, or local governmental or quasi-
governmental agency or a federally-recognized Native American tribe that has the general 
authority or is able to readily obtain the authority to condemn property for the public good upon 
the award and payment of just compensation. 

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 EMINENT DOMAIN 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. CondemnationInvoluntary Conversion:  Contributions resulting from condemnation or involuntary 
conversion 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 Eminent Domain 
Agencygovernment agency.  Where, in the opinion of PG&E, payments or other forms of compensation 
received by PG&E from an Eminent Domain Agency satisfy the requirements of Internal Revenue Code 
(IRC) section 1033 as an Involuntary Conversion, the value of such payments, property or other 
permissible forms of compensation will not be treated as taxable income by PG&E and, as a result, the 
ITCC component of the Contribution will not be collected.  Generally, the nontaxable provisions of IRC 
section 1033 are satisfied if (1) the Eminent Domain Agency initiates condemnation proceedings, or (2) 
PG&E receives notice of intent by the Eminent Domain Agency to acquire the property before the 
initiation of condemnation proceedings, or (3) it can be demonstrated that it was reasonable to believe 
that PG&E was compelled to dispose of the property by the impending consequences. 

 

5. DETERMINATION OF ITCC:  

a. The ITCC shall be calculated by multiplying the Balance of Contribution by the tax factor in 
effect at the time the contributions are received by PG&E.   A 24 percent tax factor shall be 
applicable to contributions received by PG&E on or from January 1, 2019.  PG&E will submit an 
advice letter to reflect any changes in the tax factor which would cause an increase or decrease 
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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 OII 86-11-019. 
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P. INCOME TAX COMPONENT OF CONTRIBUTIONS PROVISION (Cont'd.) 

6. STATE TAXES:  Should any California state tax be imposed on Contributions in Aid of Construction 
or other Contributions, it shall be collected in accordance with Ordering Paragraph 6 of Decision 
No. 87-09-026.  However, in the event state tax is applied retrospectively, PG&E may collect such 
tax through general rates for the retroactive period. 

7.  INTERNAL REVENUE SERVICE:  PG&E shall recover through rates any penalties, interest, or 
taxes incurred if the Internal Revenue Service deems the method of tax collection authorized by 
Decision No. 87-09-026 to be a violation of the tax normalization rules and imposes additional 
taxes, penalties, and interest. 

 
 
 
 
 
 
 
 
 
 
 

8. REFUNDS:  Any refund shall include an ITCC using a tax factor that reflects the tax benefit actually 
realized by PG&E through tax deductabilitydeductibility in the year the refund occurs.  In any event, 
the tax refund will not exceed the tax advanced. 

9. INTEREST RATE:  When interest is payable under this part of the Preliminary Statement by PG&E 
to the contributor, the interest rate shall be 1/12 of the most recent month's interest rate on 
commercial paper (prime, three months), published in the Federal Reserve Statistical Release, 
G.13.  Should publication of the interest rate on commercial paper (prime, three months) be 
discontinued, interest will so accrue at the rate of 1/12 of the most recent month's interest rate on 
commercial paper which most closely approximates the rate that was discontinued and which is 
published in the Federal Reserve Statistical Release, G.13, or its successor publication. 
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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 AgencyEminent Domain Agency:  For purposes of administering this part of the 
preliminary statement, an Eminent Domain Agency government agency is any shall include 
the Federal Government, a California Federal, state, county, or local governmental or quasi-
governmental agency or a federally-recognized Native American tribe that has the general 
authority or is able to readily obtain the authority to condemn property for the public good 
upon the award and payment of just compensation. 

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. EMINENT DOMAIN 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. CondemnationInvoluntary Conversion:  Contributions resulting from condemnation or 
involuntary conversion 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 
Eminent Domain Agency government agency.  Where, in the opinion of PG&E, payments or other 
forms of compensation received by PG&E from an Eminent Domain Agency satisfy the 
requirements of Internal Revenue Code (IRC) section 1033 as an Involuntary Conversion, the value 
of such payments, property or other permissible forms of compensation will not be treated as 
taxable income by PG&E and, as a result, the ITCC component of the Contribution will not be 
collected.  Generally, the nontaxable provisions of IRC section 1033 are satisfied if (1) the Eminent 
Domain Agency initiates condemnation proceedings, or (2) PG&E receives notice of intent by the 
Eminent Domain Agency to acquire the property before the initiation of condemnation proceedings, 
or (3) it can be demonstrated that it was reasonable to believe that PG&E was compelled to 
dispose of the property by the impending consequences. 

5. DETERMINATION OF ITCC: 

a. The ITCC shall be calculated by multiplying the Balance of Contribution by the tax factor in 
effect at the time the contributions are received by PG&E.  A 24 percent tax factor shall be 
applicable to contributions received by PG&E on or from January 1, 2019.  PG&E will submit 
an advice letter to reflect any changes in the tax factor which would cause an increase or 
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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 OII 86-11-019. 
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J. INCOME TAX COMPONENT OF CONTRIBUTIONS PROVISION (Cont'd.)   

6. STATE TAXES:  Should any California state tax be imposed on Contributions in Aid 
of Construction or other Contributions, it shall be collected in accordance with Ordering 
Paragraph 6 of Decision No. 87-09-026.  However, in the event state tax is applied retrospectively, 
PG&E may collect such tax through general rates for the retroactive period. 

7. INTERNAL REVENUE SERVICE:  PG&E shall recover through rates any penalties, interest, or 
taxes incurred if the Internal Revenue Service deems the method of tax collection authorized by 
Decision No. 87-09-026 to be a violation of the tax normalization rules and imposes additional 
taxes, penalties, and interest. 

 

 

 

 

 

8. REFUNDS:  Any refund shall include an ITCC using a tax factor that reflects the tax benefit 
actually realized by PG&E through tax deductabilitydeductibility in the year the refund occurs.  In 
any event, the tax refund will not exceed the tax advanced. 

9. INTEREST RATE:  When interest is payable under this part of the Preliminary Statement by 
PG&E to the contributor, the interest rate shall be 1/12 of the most recent month's interest rate on 
commercial paper (prime, three months), published in the Federal Reserve Statistical Release, 
G.13.  Should publication of the interest rate on commercial paper (prime, three months) be 
discontinued, interest will so accrue at the rate of 1/12 of the most recent month's interest rate on 
commercial paper which most closely approximates the rate that was discontinued and which is 
published in the Federal Reserve Statistical Release, G.13, or its successor publication. 
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