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Reporting Entity: Pacific Gas and Electric Company
Year: 2011

I.  Summary of Report and Recommendations to CPUC and Legislature to Reduce Utility
Costs and Rates

Pursuant to the requirements of Public Utilities Code section 748(b), Pacific Gas and
Electric Company (PG&E) appreciates the opportunity to provide its annual study and report
to the California Public Utilities Commission (CPUC or Commission) on measures PG&E
recommends to be undertaken to limit costs and rate increases. This report provides data and
forecasts related to PG&E’s gas and electric revenue requirements and rates, and is structured
to include PG&E’s overall rate policies at PG&E; a description of PG&E’s current revenue
requirements, a discussion of PG& E’s management of its costs and rates and a schedule of
PG&E’s filings that affect rates in 2011 and 2012 (Table 3 in the Appendix).

In these tough economic times, PG&E knows how important it is for our customers to
keep monthly electricity and gas costs to a minimum. PG&E understands that electricity and
gas are a fundamental need and PG&E is also working hard to help our customers save
money. Early in 2010, PG&E filed the Summer 2010 Rate Relief Application (A.10-02-029)
with the California Public Utilities Commission that included an overall electricity rate
reduction that took effect before the summer of 2010 and changes to the tiered residential
electric rate structure in ways that would reduce costs for our highest use residential
electricity customers. This Application was approved by the CPUC and the rate changes
became effective on June 1, 2010, providing effective rate relief for these highest use
residential electricity customers.

More recently PG&E proposed and received approval for a “rate stabilization
adjustment” plan that eliminated a looming rate roller coaster situation where electric rates
would have dropped precipitously in January only to be brought back up later in the year.

Current state law mandates that electric utilities in California must charge more per
unit of electricity as a residential customer’s use increases. Under the tiered-rate system,
electricity use is divided into tiers, with higher prices for each higher level of use. In 2001,
the Legislature and the CPUC essentially capped the amounts by which rates for the lowest
tiers’ could increase -- tiers 1 and 2 — and, as a result, those lower tier rates have remained
largely unchanged during 2001-2009, resulting in lower tier electricity rates that are 19%
lower than in 2001 on an inflation-adjusted basis. That means rate increases during that period
fell almost exclusively to the higher tiers.

We are committed to helping limit or reduce costs to our customers, and it is our intent
that through the recommendations in this report, PG&E can help customers during these
tough times. The June 1, 2010 rate changes resulting from PG&E’s Summer 2010 Rate Relief
Application reduced prices for usage in the highest residential electricity rate tier category
from nearly 50 cents per kWh to approximately 40 cents, and brought our residential
electricity rates more closely into alignment with other utilities in the state. This has allowed
us to make progress towards distributing electricity costs more equitably among all our
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customers, and has eliminated some of the "sticker shock" that can occur when a customer's
usage crosses into the top rate tier, especially during peak summer months. However,
electricity rates for usage in the highest tiers remain very high (for example, the tier 4 rate is
over three times as high as the tier 1 rate), and continuing constraints on rates for tier 1 and 2
usage still leave the upper tiers at significant risk of future electricity rate increases. For these
reasons, PG&E has proposed additional changes to the residential tier structure in the
currently pending Phase 2 of our 2011 General Rate Case, with the goal of affording further
reductions to our rates for usage in the highest tiers while also achieving more stability for the
upper-tier rates in upcoming years.

In order to manage utility costs and rate increases, PG&E has recommended
modifications to certain aspects of CPUC energy procurement requirements, market structure,
and statewide mandates. However, certain components of gas and electric rates are largely
beyond the direct control of utilities, and instead result from policy or regulatory mandates.
Among these regulatory mandates and requirements that are creating cost pressures on
PG&E’s electric and gas costs and rates are California’s Renewables Portfolio Standard,
including legislation and regulations to expand the amount of renewable energy PG&E is
obligated to procure;! expenditures on public purpose programs mandated by state law; the
costs for compliance with greenhouse gas (GHG) emissions regulations and goals under AB
32; the costs of mandated subsidies or set-asides for preferred energy resources, such as
distributed generation, combined heat and power, and small renewables under so-called “feed-
in” tariffs or “net energy metering;” mandates for considering a requirement to phase-out
once-through-cooling for nuclear and non-nuclear powerplants; regulatory mandates to
default customers onto particular “dynamic” pricing time-of-use rates whether the customers
voluntarily choose the rates or not; and delays in permitting for major utility infrastructure
projects, such as new electric transmission facilities.

These legislative and regulatory mandates and policies are all well-intentioned and
seek to achieve worthy overall goals. However, to the extent that the mandates and policies
add costs to retail electricity and gas rates, or restrict the ability of PG&E and other utilities to
manage or mitigate costs, then the Legislature and Commission should periodically review the
mandates and policies to ensure that they appropriately balance the benefits to customers with
the overall costs of implementation and compliance that customers pay in their monthly bills.

In addition to these cost pressures, within the framework for the allocation of costs and
rate design mandated by the Legislature and the CPUC, PG&E secks to equitably allocate
costs among its customers based on energy usage and category of customer. Crafting
equitable allocation rules for revenue requirements across customer classes also poses
challenges, largely due to rate designs mandated by law and the need to collect revenues to
fund programs to benefit a specific set of customers, but are paid for by non-participating
customers.

PG&E believes that review of these measures and issues can have a beneficial near-
term impact to its total cost of delivering safe, reliable, and cost-effective gas and electric
services to its customers in California.

1 See PG&E comments on RPS legislation, attached to this letter as Appendix 1.
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II. Overall Rate Policy

PG&E strives to provide its customers with reasonable rates for gas and electric service.
PG&E’s overall rate policy is to fully recover the costs of efficiently serving its customers,
while considering cost-based pricing, equity within and among customer classes, and public
policy objectives.

PG&E understands that its customers value transparency and stability in the rates they
are charged for energy. Therefore, PG&E seeks to minimize the impact of rate adjustments
made throughout the year. Generally, PG&E requests electric rate changes two to three times
per calendar year (January and March, and sometimes October). For gas rate changes, PG&E
files monthly advice letter filings to change the gas commodity rate and seeks an annual gas
transportation and public purpose program rate change. In addition, PG&E submits various
filings to the CPUC throughout the year in response to specific Commission directives or
changes to the utility business, to ensure that PG&E provides reliable and cost-effective
service to its customers.

PG&E also undertakes efforts to manage the timing of revenue changes and
subsequent rate changes. Over the past twenty years, PG&E has been successful at managing
electric customer rate increases. As illustrated in Figure 1, PG&E’s system bundled average
electric rate over the last twenty years has increased at a lower rate than the service territory’s
consumer price index growth (CPI) (See Figure 1). This modest rate growth over time has
resulted from careful utility cost containment and a general increase in sales (which moderate
the upward pressure of revenue requirement growth). From time to time, PG&E also
manages revenue collection through balancing accounts - tempering rate swings driven by
differences in sales used to set rates and actual demands experienced. For example, in 2009
PG&E minimized swings in customer rates and bills via adjusting the timing of certain
California Department of Water Resources-related payments and implementing a one-time
Energy Resource Recovery Account bill credit to electric customers related to a balancing
account over-collection. Similarly, to decrease pressure on customer bills during 2010,
PG&E proposed and received CPUC approval to accelerate credits of balancing account over-
collections and defer collection of certain approved revenue requirements. PG&E also
proposed and received approval for a “rate stabilization adjustment” plan that resulted in a
0.7% net increase from December 2010 and avoided what would have been a 4% decrease in
January 2011 followed by a 5% increase over the remainder of the year. These are recent
examples of how PG&E and the CPUC can work together to achieve increased predictability
and stability for our customer’s gas and electricity bills.
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Figure 1. Historic Service Territory CPI vs. System Bundled Average Electric Rate.
CPI provided by Economy.com
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1. Description of Revenue Reguirements (Gas and  Electric)

This section summarizes the major components of PG&E’s gas and electric revenue
requirements (RRQ) and how changes in those components are forecast to affect overall rates.
For example, Energy/Generation includes purchased power costs, utility-owned generation,
and pension revenue requirements linked to generation, among other items. Relative ranges
for each RRQ category as a percent of total authorized 2011 RRQ), and analogous forecast
trends for 2011, are provided for each RRQ section. A summary is provided in Figure 2
below. Percentage ranges are calculated by comparing the category’s revenue requirement to
the total authorized revenue requirement during the course of the year (e.g. Authorized 2011
Electric Transmission RRQ divided by Total Authorized 2011 Electric RRQ). This
calculation provides a means to discuss the relative magnitude of the major revenue
requirement categories and the trend over time. Note that the focus is not on specific filings
brought forth to the CPUC, but rather categories of revenue requirements that could have a
potential impact on future rates.
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Figure 2. High Level Breakdown of PG&E Revenue Requirements in 2011
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Electric revenue requirements are grouped into the following major rate categories:
(1) Energy and Generation, (2) Competition Transition Charge (CTC), (3) Distribution, (4)

Department of Water Resources (DWR) bonds, (5) Transmission, (6) Public Purpose

Programs, (7) Nuclear Decommissioning, and (8) Energy Revenue Bonds. For reference, an
excerpt from the Advice 3727-E-A Annual Electric True-Up filing and December 30, 2010 is
provided as Table 1 in the Appendix. The following statements reflect PG&E’s expectations

as of February 1, 2011, and may change throughout the course of the coming year.

1) Energy and Generation-related electric revenue requirements constitute approximately 42

percent of the total forecast revenue requirement in 2011. (For ratemaking purposes,
DWR power costs are treated as a part of the generation rate component.) Energy

Resource Recovery Account (ERRA) costs represent roughly 28 percent, DWR power
represents -2 percent, and utility-owned generation represents 16 percent of PG&E’s total
forecasted revenue requirements in 2011. During 2010, generation revenue requirements
comprised 50 percent to 52 percent of PG&E’s total authorized revenue requirement. The
year-over-year change in generation-related revenue requirements reflects large decreases

in the costs of energy procurement (ERRA and DWR power) and decreases in
undercollections in the energy-related balancing accounts (ERRA, UGBA, and DWR

power).
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Competition Transition Costs revenue requirements constitute approximately 5 percent of
the total forecasted revenue requirement in 2011. This represents the above-market cost
of procuring energy. In 2010, CTC revenue requirements were about 3 percent of the total
revenue requirements. The year over year change in the revenue requirements is a result
of higher above market cost driven primarily by lower market benchmark price caused by
lower gas prices.

Distribution-related electric revenue requirements include the California Solar Initiative
and the SmartMeter™ program. The CARE discount has been transferred to the Public
Purpose Program revenue requirements where it is recovered through the CARE
surcharge. This remaining distribution revenue requirement comprises approximately 27
percent of the total revenue requirements in 2011. In 2010, Distribution revenue
requirements were also approximately 25 percent of the total authorized revenue
requirements. The increase year-over-year is primarily due to the reinstitution of the CSI
revenue requirement and the expected settlement in PG&E’s 2011 Test Year General Rate
Case.

The DWR bond revenue requirements comprise 3 percent of PG&E’s forecast 2011
revenue requirement which is the same as in 2010.

Transmission-related electric revenue requirements contribute 8 percent to 10 percent of
the total forecast revenue requirement in 2011. In 2010, transmission revenue
requirements accounted for approximately 6 percent to 8 percent of the authorized total.
Investments undertaken by other California utilities and PG&E both contribute to the
transmission revenue requirement growth over 2010. Transmission revenue requirements
are generally expected to increase over time due to electric transmission investments
undertaken by PG&E and the other California utilities to comply with North American
Electric Reliability Corporation (NERC) reliability requirements, upgrades to existing
assets, expansion of new service, and providing access to RPS-eligible power.

Public Purpose Program-related electric revenue requirements include the CARE discount
which is recovered through the CARE surcharge. These revenue requirements comprise
10 percent of PG&E’s total forecast revenue requirement in 2011. PPP represented about
8 percent of the total during 2010. Growth in Public Purpose Program revenue
requirements from 2010 to 2011 is tied to the expansion of the CARE Program. The
CARE discount projected for 2011 reflects the increase in forecasted customer discounts
due to this expansion in enrollment. In addition, there is a carryover of the CARE
shortfall not recovered in 2010. This was due to the CARE surcharge being set on a
forecasted CARE shortfall which was much lower than what was actually provided in due
to the expansion of CARE enrollment.

Nuclear Decommissioning-related electric revenue requirements represented less than 1
percent of PG&E’s total authorized revenue requirement during 2010. That level is
forecast to remain constant in 2011.

Energy Recovery Bond-related electric revenue requirements represent roughly 3 percent
of PG&E’s forecast revenue requirement in 2011 and will come to the end of their life
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during 2012. During 2010, Energy Recovery Bonds comprised between 2 percent to 2.5
percent of the total revenue requirement.

Natural Gas

Natural gas revenue requirements are commonly grouped into the following six major
categories: (1) Energy, (2) Distribution, (3) Public Purpose Programs/Mandated Programs,
(4) Backbone Transmission, (5) Local Transmission, and (6) Gas Storage. For reference, an
excerpt from the Advice 3165-G-A Annual Gas True-Up filing on December 22, 2010 is
provided as Table 2 in the Appendix. The following statements reflect PG&E’s expectations
as of February 1, 2011, and may change throughout the course of the coming year due to
various internal and external factors.

1) For 2010, energy-related gas revenue requirements represented about 43 percent of the
total gas revenue requirements. The revenue requirements are expected to trend upward,
consistent with the market price of natural gas. However, the forecasted revenue
requirements could range from approximately 36 percent to 46 percent of the total forecast
gas revenue requirements in the upcoming 12 months if natural gas prices change by $1
per Decatherm (Dth) from PG&E’s forecast.

2) For 2010, distribution-related gas revenue requirements constituted about 38 percent of
the total authorized gas revenue requirements. Distribution revenue requirements are
expected to trend upward primarily due to the implementation of PG&E’s 2011 General
Rate Case and SmartMeter program costs. The forecasted revenue requirements could
range from 35 percent to 42 percent of the total forecast gas revenue requirements in the
upcoming 12 months if natural gas prices change by $1 per Dth from PG&E’s forecast.

3) For 2010, Mandated Public Purpose Programs gas revenue requirements, including
California Alternate Rates for Energy (CARE) Discount and Self-Generation Incentive
Program, and Energy Efficiency represented about 5 percent of the total authorized gas
revenue requirements. The forecast revenue requirements constitute approximately 5
percent to 6 percent of the total forecast gas revenue requirements and are expected to
trend upward in the upcoming 12 months, mainly due to increased total discounts
provided to customers on CARE. The increase in forecast CARE discounts is driven by
the cost of gas and CARE participation.

4) For 2010, backbone transmission-related gas revenue requirements constituted
approximately 7 percent of the total authorized gas revenue requirements. The forecasted
backbone transmission revenue requirements will comprise about 6 percent to 8 percent of
the total forecast gas revenue requirements in the coming year, and are generally expected
to trend slightly downward in 2011 but increase in 2012. Increases in 2012 are driven by
replacement of aging facilities and retrofits/replacements for environmental regulations as
provided in PG&E’s Gas Transmission and Storage Rate Case.

5) For 2010, local transmission-related gas revenue requirements represented approximately
5 percent of the total authorized gas revenue requirements. The forecasted gas revenue
requirements will generally contribute 5 percent to 6 percent of PG&E's total forecast gas
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revenue requirement in the upcoming 12 months primarily due to capital additions for
reinforcement projects, as well as operating and maintenance costs, particularly for
integrity management as provided in PG&E’s Gas Transmission and Storage Rate Case.

6) For 2010, gas storage-related revenue requirements contributed about 2 percent of the
total gas revenue requirements. Forecasted gas storage revenue requirements comprise
approximately 1 percent to 3 percent of the total forecast gas revenue requirement in the
coming year and are generally expected to trend upward. The revenue requirements are
driven by new infrastructure and upgrades to existing facilities to ensure reliable, safe
services, and access to diverse gas supplies as provided in PG&E’s Gas Transmission and

Storage Rate Case.

IV. Description of Rates (Gas and Electric)

Revenue requirements (RRQs) discussed in the previous section directly align with
rate components. At the highest level, gas and electric rates can be described as revenue
requirements divided by sales. Therefore, both revenue requirement changes and demand
variations impact the actual rates for gas and electric service. RRQs expected to increase in
the coming twelve months will tend to drive rates up. For those RRQs which trend down,
rates similarly will be reduced. The rate pressures created by RRQs are modulated by
differences in actual sales versus prior estimates (used to set rates). Adjustments in the
allocation of revenue requirements across customer classes and rate tiers also impact the rates
experienced by individual customers. Table 1 below provides a summary.

Table 1. Summary of Rate Components for 2011

COMPONENT Electric 2011 Gas 2011
RRQ $M % Range RRQ $M % Range
Energy / Generation $5,152 42 $1,367 36-46
Distribution $3,367 27-28 $1,254 35-42
CTC $652 5 N/A N/A
Transmission / Backbone $927 8-10 $241 6-8
Transmission
Local Transmission N/A N/A $172 5-6
(Gas)
Public Purpose $1,194" 10 $189° 5-6
Programs
Gas Storage N/A N/A $52 1-3
Nuclear $59 0.5 N/A N/A
Decommissioning
DWR Bonds $389 3 N/A N/A
Energy Recovery Bond $405 3 N/A N/A
Total Authorized $12,144 $3,275
Revenue Requirement’
1. Reflects CARE shortfall of approximately $516M for electric.
2. Reflects CARE shortfall of approximately $110M for gas.
3. As ofFebruary 1, 2011. Values are approximated to the nearest million.
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Published Load/Demand Forecasts

Customer sales volatility over time directly impacts the rates experienced by gas and
electric customers. PG&E reviews load forecasts for its service territory on a regular basis to
inform rate change filings with the Commission. Historically, aggregate customer sales
increased at a pace which largely offset annual increases to revenue requirements. However,
in recent years (2009 and 2010), as a result of the economic recession, declining sales has
meant that most customers have shouldered a larger portion of revenue requirement increases.
The following section discusses the forecast trends for Electric and Gas loads for 2011.

Electric

Although the PG&E service area economy has finally improved, the forecast, as
projected by Moody’s Analytics, shows an economy that will remain quite soft for 2011. The
economy will continue to lose jobs, but not at rates observed over the last three years, and the
unemployment rates should finally top out. Real income is projected to grow at nearly 4
percent this year, as job growth in the higher salaried Bay Area expands. With this outlook as
a backdrop, PG&E’s forecast projects electric sales for 2011 increasing at 1.4 percent relative
to 2010 observed sales. This is a bit misleading, however, with 2010 being one of the coolest
years in recent memory. Adjusting 2010 observed sales for normal temperatures implies sales
growth in 2011 of just 0.6 percent, a rate consistent with the weak economy. Even as the
economic recovery gains some traction in 2012, many risks to the recovery remain, and are
likely to inhibit what would be a normal expansion in the historical sense. PG&E sales
growth are likely to remain modest even in 2012 and beyond.

Electric customer (billings) growth has also been dramatically impacted by the
recession. PG&E has added only 18,000 customers over the past 2 years, when adding 60,000
to 80,000 annually was the norm for much of the past decade. For 2011, customer growth
will rebound somewhat, with a projected 38,000 customers being added. Thereafter,
customer growth will approach more typical values, with about 60,000 customers added
annually.

Among the four major electric customer classes (residential, agricultural, industrial,
commercial) three are projected to show increased sales in 2011. Although residential sector
sales are projected to increase by a seemingly robust 2.4 percent, it should be remembered
that this is compared to observed 2010 sales, and as mentioned above, the mild 2010 summer
reduced residential demand. Under normal conditions, the residential sales growth rate would
likely be 2to  lower. Commercial sales are projected to grow modestly at about % percent
this year, as vacancy rates remain high and consumers spend carefully. Industrial sales are
expected to show fairly robust growth of over 3 percent, but this comes after a steep plunge in
industrial usage of 10 percent over the past 2 years. Agricultural sales (primarily groundwater
pumping) are expected to decline modestly (about 3 percent) owing to the normal-to-above-
normal precipitation levels being experienced during the 2010-2011 wet season
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Gas

As described in the Electric subsection above, PG&E’s service area economy is
expected to remain rather soft through 2011. This will impact both electricity demand
(described above) and gas throughput. PG&E’s forecast projects 2011 gas sales for all three
major gas customer classes - residential, commercial, and industrial - to show modest declines
in usage this year. Beyond 2011, residential, commercial, and industrial demand are
expected to change very little from 2011 to 2015.

The residential gas demand forecast incorporates real residential rates, the number of
households in PG&E’s service territory, heating degree days and the percentage of households
built after 1978, or when title 24 multifamily energy efficiency standards went into effect.
Unlike electricity, which has innumerable residential uses, the main residential use for gas is
space and water heating, therefore requiring customer growth to drive usage growth. With
modest customer growth combined with building standards and energy efficiency programs
that continue to reduce overall residential usage, residential demand is projected to drop by
about 4 percent in 2011. Thereafter, customer growth will tend to offset lower usage per
household. Since space heating is the principle use of gas in the commercial sector (as it is
for residential use), growth is dependent on the level of business activity within the sector.
With high existing commercial vacancy rates, gas usage in this sector is projected to decline
by nearly 2 percent this year. The soft economy will also drive industrial sales lower in 2011
by about 1 percent.

Finally, demand for gas used in electric generation is also expected to be lower in
2011. Many factors drive the volatility in gas demanded for electric generation, including the
economy, gas prices, hydroelectric generation capacity, new generation facilities coming
online, and nuclear generating capacity. In 2011, however, the main factors impacting
electric generation will be the soft economy and the wet winter of 2010-2011 that will likely
lead to abundant hydroelectric generation.

V. Management of Electric and Gas Rates and Costs

PG&E is committed to controlling costs and managing rates while providing safe and
reliable gas and electric service to its customers. However, there are many key drivers that
affect customer rates which fall outside of PG&E’s control. Among these are the market
price of natural gas, actual retail sales volumes, uncollectible accounts, weather, interest rates,
the cost of implementing state mandates, and permitting process delays. Despite these
factors, PG&E diligently seeks to manage its costs across all categories to make efficient and
effective use of revenues collected from customers.

VL 2011/12 Significant PG&E Rate Initiatives and Changes

Table 3 in the Appendix contains information on PG &E’s significant rate initiatives
and changes for 2011-2012. The table has been modified to reflect the currently anticipated
rate filing schedule for 2011, and the revenue requirement or rate components (see Section
IIT) that are primarily affected by each filing. This is not an exhaustive list of PG&E’s filings;
rather it incorporates planned regulatory filings which are known at this time to have a rate
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impact for gas or electric customers. Actual filing dates, amounts of requests, and actual
revenue requirements authorized or settled are subject to change via the normal regulatory
approval processes of the CPUC and other regulatory agencies.

VII. Recommendations to the CPUC and Legislature on Ratemaking Policies

PG&E and the Commission have endorsed rate policies based on cost of service. PG&E
believes that such policies are appropriate and should continue. Such policies are sustainable
because they encourage efficient decision making by customers. At times, departing from
cost-based rates can be appropriate if justified in order to accomplish other public policy
objectives. Such objectives include energy efficiency, benefits provided to low income
customers, mitigation of rate changes from year to year, promotion of renewable generation,
GHG emissions reductions, and encouraging innovation and developing technologies.

However, each departure from cost-based rates carries with it the risk that one set of
customers—the non-benefiting customers—will be paying higher than cost-based rates to
subsidize another set of customers—the benefiting customers. Thus, each departure from
cost-based rates needs to be carefully evaluated to determine whether the rate increases to
non-benefiting customers are reasonable in light of the overall benefits to benefiting
customers and society at large. While perhaps beneficial from a policy perspective, programs
that support these ends (such as net metering and standby waivers) can result in costs being
shifted to other customers. When a customer reduces their own contribution to cost of service
to below avoided costs, the difference shortfall is paid by other customers. Because PG&E’s
current rate structure recovers a portion of fixed costs via a variable rate, any program that
reduces participants’ costs can create upward pressure on rates for other customers.

In the next 12 months, PG&E recommends that the California Legislature and other
energy policymakers carefully evaluate and re-examine several examples of non-cost-based
ratemaking that are significantly impacting the level of current rates and costs to customers,
including 1) the spread in residential tiered rates, and 2) incentives and costs associated with
distributed generation.

The most immediate area of concern that should be evaluated over the next 12 months is the
statutory mandate for tiered residential electric rate design, where a five “tier” rate structure is
employed (although reduced to four tiers with the June 1, 2010 rate changes described in
Section 1 of this report). This structure, first put in place by statute during the energy crisis
ten years ago, has grown to have a punitive effect on customers, and does not reflect the true
cost of service. The effects of this structure were most recently seen in customers’ adverse
reaction to bills in the Central Valley during the summer of 2009. One significant driver of
these complaints was the rate change from summer of 2008 to summer of 2009, when the Tier
5 rate increased from 36 to 44 cents per kWh. Without modification, rates projected for the
summer of 2010 were expected to be close to 50 cents per kWh. PG&E has proposed further
changes in the currently pending Phase 2 of its 2011 General Rate Case. These changes
would reduce the current structure to just three tiers, adjust current baseline quantities, and
incorporate a modest monthly customer charge, among other changes, all with the goal of
distributing electricity costs more equitably among all our customers. PG&E respectfully
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requests the Commission’s support to make these changes. While legislation was recently
passed to allow limited increases to tier 1 and tier 2 rates, the Commission and Legislature
should be mindful that this approach alone will not prevent upper tier rates from continuing to
be punitive in the longer term. PG&E recommends that legislative changes be considered this
coming year to reform the tiered electric rate structure and return the responsibility for
reviewing and approving equitable and reasonable electricity rate designs to the CPUC.
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Table 1. Excerpted from Advice 3518-E-A Annual Electric True-Up filing for Rates

Effective January 1, 2010.
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Pacific Gas and Electric Company
2011 SB 695 Compliance Report

Table 2. Excerpt from Advice 3165-G-A Annual Gas True-Up filing for Rates Effective
January 1, 2011.
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Table 2 (continued). Excerpt from Advice 3165-G-A Annual Gas True-Up filing for
Rates Effective January 1, 2011.
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Table 3. Key Filings Effecting Rates

Pacific Gas and Electric Company
2011 SB 695 Compliance Report

Requested/ Requested $ Amount
Filing Name Proceeding Filing Expected Description Impacted Impacted
9 Reference Date | Implementation | Total 2011 2012 p Rate Rate Component
date Cost | RRQ* | RRQ*
Q3 2009
Wildfire Insurance A 09-08-020 Au N/A N/A N/A N/A Develop regulatory proposal for recovery of N/A N/A
Recovery ' g uninsured claims costs arising from wildfires
Q12010
Request for recovery of costs PG&E incurred .
MRTU Cost Recovery - . Energy/ Generation,
- o, through December 31, 2009, to comply with the . - o
EIIESA 2009 Compliance | A.10-02-012 Feb 17112 60 18 - mandated Market Redesign and Technology Electric gﬁamrpeetl(tg&;l')ransmon
9 Upgrade (MRTU) initiatives g
. ) Requests approval for PTR program that
Rate Desigh Window - . :
2010 (Peak Time A.10-02-028 Feb 5/1/11 33 0 5 | provides '”Ice”t"’es f°tr d°”3t°’?16r3(§° reSpg'.‘d © | Electric Energy/ Generation
Rebate) price signals on event days when demand is
expected to be high
General Rate Case aplii‘:t;r?I:ﬁglfa?;a&gggLC:::F’);Z\;?:?; 2011 PPP, Distribution, Energy/
(GRC) 2011 Ph il - Rate | A.10-03-014 Mar 5/1/11 - - - h ’ Electric Generation, Competition
) Does not affect Revenue Requirements, but e
Design Transition Charge (CTC)
effects rates
Q3 2010
ER10-2026-000 July 3/1/11 N/A 1,026 - Annual transmission filing with FERC Electric Transmission
TO 13 (TY 2011)
In compliance with D.08-07-045, Ordering
Default Residential Rate Paragraph (OP) 8, by August 9, 2010, PG&E
A } } needs to file an application proposing a default . )
E:%?r:al;]s (Peak Day A.10-08-005 Aug TBD 141 Critical Peak Pricing (CPP) rate for residential Electric Energy/ Generation
g customers, subject to their ability to opt-out of
the CPP rate
Requests cost recovery for costs in support of
. the feasibility studies and the associated . )
Pumped Storage Project | A.10-08-011 Aug 17112 33 - 7 application for federal hydropower project Electric Generation
licensing
The 2011 GT&S rate case sets the rates, terms
and conditions of service for PG&E's gas
L transmission (backbone and local transmission) L
2011 Gas Transmission and storage business for the period 2011 to Local Transmission,
& Storage (GT&S) Rate | A.09-09-013 Aug 1111 N/A 514 541 2014. Proposed settlement filed on September Gas Backbone Transmission,
Case (Settlement) 20, 2010; actual results may differ from Gas Storage
settlement
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Requested/ Requested $ Amount
Filing Name Proceeding Filing Expected Descriotion Impacted Impacted
9 Reference Date | Implementation | Total 2011 2012 p Rate Rate Component
date Cost RRQ* RRQ*
Q4 2010
Request approval of electric and gas
distribution and generation base revenues to
recover Operations & Maintenance and
Administrative & General expenses, . B .
2011 GRC Phase | A.09-12-020 Oct 111711 NA | 5977 | 61157 | depreciation. and taxes and provide a return on | E/eCtie/ Distribution, Generation,
(Settlement) : . ) Gas PPP
invested capital for the test year (i.e., 2011)
and the attrition years (i.e., 2012 and 2013
assuming a normal three-year GRC cycle).
Proposed settlement filed on October 15, 2010
Silicon Valle Application seeking approval to support a
Technolo éenter A.10-11-002 Nov 17112 36 - 18 photovoltaic (PV) Manufacturing Development Electric Distribution
gy Facility in San Jose, California
Requests authority to recover in rates the costs
Diablo Canyon Power associated with obtaining the federal and state
Plant License Renewal | A.10-01-022 Nov 11/15 80 - .| @pprovalsrequired to seek a 20 year license | gq pypje Energy/ Generation
(Settlement) renewal for Diablo Canyon Power Plant.
Proposed settlement filed on November 16,
2010
Q12011
The request includes $2.7 million in revenue
General Rate Case 1112 (RTP requirements for new voluntary Real Time PPP, Distribution, Energy/
GRC) 2011 Ph il - A.10-03-014 Jan ( ) 50 - 3 Pricing rate options, and $0.3 million in revenue | Electric Generation, Competition
7/1/12 (RCES)
Dynamic Pricing requirements for Revised Customer Energy Transition Charge (CTC)
Statement
Request for recovery of costs PG&E incurred
ERRA 2010 Compliance tmh;%L:i%}ze?ie&zmzttarﬁ?dezs?1r?’at: dc_lq(r;;;lzovlv(;th the Energy/ Generation,
Filing - MRTU Cost A.11-02-011 Feb 17112 19 23 21 U de (MRTU) initiati g I 9y Electric Competition Transition
Recovery pgrade ( ) initiatives as well as revenue Charge (CTC)
requirements for 2011 and 2012 for MRTU
Release 1
Demand Response Per D.09-08-027, PG&E will file its application
Program Years 2012- | A.11-03-001 Mar 11112 234 77 | to support Demand Response programs and | g, i Distribution
2014 expenses for the 2012-14 program cycles by
January 31, 2011
Q2 2011 _ _ _ _
Energy Resource Energy/ Generation,
Recovery Account T8D Jun 171112 8D Annual filing Electric Competition Transition
(ERRA) 2012 Forecast Charge (CTC)
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Requested/ Requested $ Amount
Filing Name Proceeding Filing Expected Descriotion Impacted Impacted
9 Reference Date | Implementation | Total 2011 2012 p Rate Rate Component
date Cost RRQ* RRQ*

Winter Gas Savings Energy (gas

Program (2011-2012) TBD Jun 9/1/11 8D To request cost recovery approval for WGSP Gas procurement), Distribution

Core Procurement To request shareholder award achieved

Incentive Mechanism T8D T8BD T8D T8D through CPIM performance (Nov 2009 - Oct Gas Energy (gas procurement)

Shareholder Award 2010)

Pipeline 2020 TBD TBD TBD TBD Appllc'atlon requestl_ng_a program to modernize Gas Local Transmlssmp, _

PG&E's gas transmission infrastructure Backbone Transmission
Q3 2011 _ _ _ _

FERC-TO14 (TY 2012) | TBD Jul 3/1/12 T8BD Transmission costs recovered through FERC Electric Transmission
Transmission, PPP,

Annual Electric True-Up " . Distribution, Energy/

(AET) 2012 TBD Sep 1/1/12 TBD Annual filing Electric Generation DWR, CTC,
ERB

Q4 2011 - - - -

FERC

TRBA/ECRA/RSBA TBD Oct 17112 TBD Transmission costs recovered through FERC Electric Transmission

Filing

Public Purpose Program Public Purpose

S_u_rcharge Gas R_ate 8D Oct 17112 T8BD Annual filing Gas Programs/Mandated

Filing 2011 - Advice Proarams

Letter g

SB 695 Res Rate . . . ) P,

Change (T1 & T2) TBD Nov 1112 TBD Annugl increase to _reS|dent_|aI rates for Tier 1 Electric Dlstrlbut_lon, Energy/

] and Tier 2 in compliance with SB695 Generation
Advice Letter
Egig%{arr\;e:gggzit Energy/ Generation,
T8D Nov 171112 TBD Annual filing Electric Competition Transition

(ERRA) 2012 Forecast - Charge (CTC

Update ge ( )
Distribution, Local

Annual Gas True-Up Consolidation of gas transportation rate Transmission, Backbone

(AGT) 2012 8D Nov yinz 8D changes authorized by CPUC Gas Transmission, Gas
Storage
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Requested/ Requested $ Amount
Filing Name Proceeding Filing Expected Descriotion Impacted Impacted
9 Reference Date | Implementation | Total 2011 2012 p Rate Rate Component
date Cost RRQ* RRQ*
Annual Gas True-Up Distribution, Local
. Consolidation of gas transportation rate Transmission, Backbone
@gga%;mme 8D Dec 112 8D changes authorized by CPUC Gas Transmission, Gas
P Storage
Annual Electric True-Up g:{:ﬁ)multls;:on PPP,
(AET) 2012 - Advice T8D Dec 111112 TBD Annual filing Electric ’ .
Letter Update Energy/Generation, DWR,
CTC, ERB
FERC TACBA Filing TBD Dec 3112 TBD Transmission costs recovered through FERC Electric Transmission
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Appendix 1

Pacific Gasand
DL/ Elovtric Company.

Edward T, Bedwell BB | Glowst, Sults 200
Ve Prasitn Basramens, CA 5114
Giowemmeent Relwtions (956 3865707
A8, BAE-5700 Pax

E¥ebone vom

BENATE FLOOR ALERT
SBA1 1 (Bhwitinn, Keboe, Biclnberg) - OPPOSE UNLESS AMENDED

MISSES CRITICAL OPPORTUNTIES TO ENSURE COST PROTECTIONS

Pacific Uas and Electric Company (FOEE) opposes SBX1 2 unless amended fo set oloar vales and
provide adequate tools that will ensure cost protections for our castomers. PO&E supports twee specific
changes to the bill to mitigate costs for our customers and provide a soccessful framework to schieve our
aggressive clean energy goals.

L. RECs: Outof-state Hexibility and consistent rofes will ereate market cortainty.

¥ BRX1 Z Out-oftstate Hmits on use of unbundled renewable enerpy oredite (RECSY and firmed and
shaped deliveries bk procurersent flexibility and exacerbate seller’s market,

Result: Inoreased costs due to 8 constrained resowables market with fow options to mitigate
uncertaindy of Tong-term In-state development.

8BX1 Z: Estehlishes knpractical and needlessly complex limits on west-wide renewables and
disregards rules recently established by the California Public Utilities Compadssion (CPUC).

Result: Changing the rales yet ugain in such a short pedlod will create significant muarket disruption
and Jeopardize the sbility of venewable projects 1o secute fniacing,

PG &R supports clear and conslstent rules that mirror the recent CPUC action where no more
than 25 percent of the annual RPS requivement can come from renewsahle energy vof divectly
connected to o California balancing authority or delivering energy n real time to Californin.

¥ ¥ ¥ ¥

2. Baunking: Incentivize early action and sllow customers o get full value of RPS deliveries,

regardless of the term of the contract,

SBX1 2 Bxtre deliveries above the RPS target carry forward only i the exiea deliveries come from

contracts no Jess than 10 vears in domtion.

Result: Our customers will pay the premium for RPS energy, but thes it can’t be used to meet the

compliance requirement,

¥ Result: SBX1 2 picks winners and losers by diseriminating between existing generators who often
sign shorter contragts and new developers seeking long-torm conteacts to aftain project finsncing.

¥ PG&E supports bankiug of in-state eontracts of at least five vears in duration.

%

A

Set reatistic targets that recogaize the “lumpy” nature of renewables development,

SBX1 2 Requires the CPUC fo set progress goals in-hetween the established targels igporing the
“lumpy” nature of renewables procurement and creating a new scoounting scheme,

Result: CPUIC foouses is resources on sccounting schome rather than execution of the program.
PGEE recommends that the targets be modified to veflect those adopted in the California Aly
Resources Board®s 33% Renewable Energy Standard on September 23, 2010,

3.
3
b
»

A WELL DESIGNED RPS PROGRAM WILL RECOGNIZE EARLY ACTION AND SOLIDIFY
CALIFORNIA’S NATIONAL LEADERSHIP ON CLEAN ENERGY RATHER THAN
CONTINUING THE CYCLE OF EXCUSESR, ABSENT AMENDMENTS TO ACHIEVE THESE
GOALS, WE ASK FOR YOUR “NO” VOTE ON 8BX1 2.

2z
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