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2014GRRevenueRequirement (Millions)

2014 GRCApplication Forecast $8,111
2014 GR(Authorized and Pending 6,829
Proposedincrease 51282

Key drivers of Increase

&

L]

L]

L]

L]

Continued investment in electric

s

Investment toward achieving industry “best practices” for gas distribution,
consistent with Senate Bill 705

distribution  infrastructure  to improve the safety

and reliability of the system and address identified  risks

Cost to comply with governmental

regulations to address nuclear operations,

hvdroelectric relicensin conditions and potential risks to public safet
y

Needfor new customer connections
Improvementsto customer service
Recovery of costs for depreciation

and capacity-driven  additions
and education
associated with PG&E' splant investments
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+ NewTwo-WayBalancing Accounts
— Gas Leak Survey and Repair ($147MRRQ)
— Major Emergencies ($56M RRQ)

— FERC

Relicensing for Hydro Facilities  ($20M RRQ)

— Nuclear Regulatory CommissionMandatedMeasureson Nuclear Safety ($19M RRQ)

« SmartMeter Program : Deploymentis forecasted to be completed in 2013; SmartMeter
4 fo

benefits are included in 201

orecast

« Short-Term Incentive Program(STIP): Ratepayer recovery sought only for non-officer
r

employees; office

> Depreciation:
depreciation

STIP will  be covered by shareholders

Updated study; $495Mincrease in depreciation
rates

expense due to changein
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2011

ecorded— $233M: 2014 Forecast — $465I

A: Increase = $232M

ot

Leak Survey and Repair ($78.9M)

Gas Ops Technology ($18.7M)

« Transition from a S5-year © a 3-year leak survey «  Pathfinder Project (Gas Distribution  Asset Management)

«  Perform annual leak survey on highest risk pipe +  integrity

ManagemenProgram enhancemenis

« Deploy newtechnology (Picarro Surveyly to quickly identify Mobile technology for field employees

and repair more leaks

« Repair above-ground Grade 3 leaks in 15 months rather thafpapping and Records

resurveving within 5 vears

Gas Odor Response/CustomerService ($36.8M)

($15.2M)

E—

* improvedcentralized accessibility  of records

+ Respondto 75%of calls within 30 minutes, 99%within 60 Training and R&D($15.2M)

inutes
minuies DNy

@

« Treat all gas odor calls  as “immediale response

Preventative Maintenance ($24.5M) Distribution
 Increased Locate and Mark services due to economic growthe  Staffin

+  Proactive projecits:  dedicated painting  crew, low pressure vent

elevation for vaulis
Distribution  Integrity  ManagemenProgram ($22.6M)
» Cross Bored Sewer Program

+  ProgramManagement

avelopme

=

niof technical fraining  curriculum  and programs

—

Control Center ($13M;
W

for control center and equipment maintenance
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2011

ecorded — $308M:; 2014 Forecast

— 3$842M: Increase

$534M

Pipeline Replacement, Capacity, Reliability  and other Customer Connections and Requested Work (

backbonec
f‘%gma

Capital ($310.9M)
»  Gas Pipeline %e@%ggameéf?r@g?@%‘z {%@%?%Sf’?ﬁ; 2M)

@

Newcustomer growth projections:
{mainy, customer connections {services),

Transition from replacing 30 miles to 180 miles of distributiorglterations

main and ggaefaéeé services
s 80 miles of pre-1840 slesl pipe per vyear
+ 100 miles of Aldvi-A plastic pipe per year
s 20 miles of post-1940 stesl pipe per ysar

« Lowpressure to high pressure main replaceméBiC.8M)
« Installation  of additional emergencyvé@gssiM)
»  Replacementof High Pressure Regulafof$31.5M)

Control Center Electronic  Instrumentatio

?@@ﬁrﬁe@ and the custom software 1o enable it

Gas Buildings  ($61.0M)

. Ga@?raé‘éag Cente($4 {Z%%‘ﬁ
« Antioch Service Centdf7.
« SanCarlos Service Cer eéa\’;\%&éﬁw@}

« Construction of GasControl Center “Hot” badBGmBM)

n

Gas Ops Technology ($40.7M)

@

@

@

Pathfinder Project (Gas Distrib

{$15.7M)

ytion

m

ssetl Mar

Mobile technology for field employ§822M)

Back up radio systen($8.0M)

Regulator Replacements(

@

Labor costs of replacing

p14.1M)

non-

internal

requlators  with an IRV regulator
= Field instaliation of 60 RemoteTerminal Units and 128 pressure

relief

5.

1M
nstruction
1

Y

nagement)

he

valve {IRV)

ors  and facility
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2011 Recorded — $570M: 2014 Forecast —$631M: Increase = $61

@

Safety, Maintenance and Compliance ($56.3M) Customer Connection, Demandsrowth and Franchise
, . e , Obligations  (3$6.0M)
Vegelation Managemen ‘“%; Expansion of fire risk prograi %EE@ E \» /
Expenditures for biological oversight as a result of increasigwbusiness: Increasing numberof new customer
focus on vegetation managemenivork cormnections and Plug-In FEleclric  Vehicles service requests

Operations, Automation and Support ($4

@

Ei%@ff%§ Distribution  Maintenance : 1) ﬁ%m%%’@h@ﬁ@%%é‘ﬁ? %ﬁ%@fg@ﬁ{jgg‘%@ sponse(  $-39.0M)

and splice inveniory program for the overhead system; 2) UG , - .
Barcoding project ; 3) Undergroundswitch replacement ~ * Routine Emergency: Forecast uses 3-year ’%‘g@@@ with
program (not the same as switch replacement program in ﬁﬁiggéméﬁi associated with implementing MobileConnect
Ch16) technology

Pole Test & Treat: Forecast reflects results of 2010 revlewMajor Emergency: Forecast uses S-year average adjusted for
completing current 10-year cycle on schedule; and working af?EMA-related cost recovery

e - by £ . Y ey | N . . .
ég{%iiﬁ@ ﬁ%ﬂi}%@‘ poles as a result of working fewer polesReduction because 2011 recorded for Major Emergenciesis
in 2009-2011 higher than forecast {largest expenditure In 2007 o 2011
Substation Maintenance: § ncrease for substation support . Tywo- WayBalancing Account Proposal (for major

activities  and for corrective maintenance to complete higheremergencies) sameas 2011 GRC
priofity  maintenance work

b48.3M) Work Efficiency  §-10.7M)

Electric  Mapping: 1) Reviewing mapsfor GIS; 2) Field Assefiooic  Operations Improvementplan calls for absorbing
Inventory, 3} Converl paper-based records to electronic  form calation from 2012 to 2015

Electric OpsTechnology: 17 projects in the following

technology portfolios: 1) System Operations (6); 2) As

Records Managemeni3),  3) W@sk Design and Management

{5y, 4y Workiorce Maobilizatio and Scheduling (3) e ?&:};}ﬁéﬁsﬁg escalation credit, for the entire exhibit, is
%s‘%@iasa:%@d in MWG@B (expense)

£l

o E*G&ié?%@ﬁ is included at a MW(evel (two exceptions, Ch. 2
Ch 8
i st L)

o
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2011 Recorded— $1,370M: 2014 Forecast

$400M

- $1,770M: Increase

Customer Connection, Demandsrowth and Franchise
Obligations  ($178.8M)

«  Newbusiness: Forecast aniicipales  improving economic
conditions  based on data from Mo ﬁéy”[ﬁgeﬁéﬁr Service
{(Moody' s)/Economy.comand HIS Global Insight

@

= WRO: Forecast indexad 1o newbusiness work and Callrans

Safety, Maintenance and Q@mgééaﬁ{zé ($53.2M)

Comprehensiveinfrared and splice inventory program for the

overnead system
Underground switch replacement program

SF series street  lights

spending plus additions  for specific  projecis  {e.qg., Trgagb%m@@@ﬁ@ Response ($-28.7M)

Terminal, Central Subway, High-Speed Rail)

@

= Rule 20A: Conlinue fo reduce accumulated work credits

Operations, Automation and Support ($125.5M)

@

Routine Emergency: Forecast uses 2009to 2011 average
with adjustment associated with implementing MobileConnect
technology

Maior Emergency: Forecast uses 2007 1o 2011 average

»  PGRE adistribution automation gt?ﬁg@g}f calls for the §§¥§t§§§$€§@%§§j£§§§ﬁ %}@Qg@g@ 2011 recorded for ?\ﬁ%}@? ggﬁgfgegg}éggg the

of substation SCADAutomation at nearly all substations by
2017 .
« Distribution  Control Center Consolidation:
to construct 4 newfacilitias;
i’%@gsia{:‘ﬁy and remodeling two additional  facilities
significantly less cost -

Asset Managemenand Reliability  (3114.9M)

«  Underground Assets: 1} Network Cable Replacement; 2)
TGRAM/TGREWitch Replacement

+  Reliability: 1) Overheadconductor ?@g&;v@ﬁe to reduce

instances of wire down; 2y Fault Localin [solating and Servic é %

Restoration Systems; 3) Used Value of §smc@ (VOS) to
estimate benefit-to-cost  ratios

highest value In 2007 o 2011 time pericd
Two-WaBalancing Account Propesal for major emergencies

1) Original plan w&ameas 2011 GRC)
2) Nowplanning to m;’*gm@ Wik Effici ciency §-43.7M)

Electric Operations ImprovementPlan calls for absorbing
escalation  from 1210 2015

Escalation is included at a MW(evel (exceptions Ch. 2 and

orresponding escalation  credit,  for the entire exhibil, is
ajﬁﬁiﬁ in MWQO5 {capital).
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2011

ecorded ' —$384M: 2014 Forecast — $462

‘Increase = $78M

Account Services Staffing Increase ($24.1M) Validation and Processing of Interval Data ($18.9M)

- Improve base account services work {i.e. administer rates,. Increase Billing Operations staff {0 handle increased volume
rules, contracts, address billing,  collection  issues, oulageof interval  dala for interval  billing and webpresentment: 137
communication) employeesto validale interval data o ensure accuracy for

, i . biling  and customer web presentment
+ increase customer service provided o small and medium

business cusiomers

. o e : wation hnology Proar (54,7
« Increase of approximalely 146 full-ime  employees Information ?@cw“@f}gy ?%gam%igi‘fﬁﬁf
»  Customerinteraction and relationship  management
Contact Center Enhancements$22.9M) »  Customerself-service  and energy management
« Improve access to a representative, e.g., reduce average improvements
speed of answer (B8 customer service represeniatives) - interval dala processing and exceptions management
«  Customer advocacy expansion (19 customer service « Improve billing capabiliies for newrates and services

employees) « Meter management

«  Expandand improve customer service representative  fraining
« Manageincrease in call durations (129 customer service SmartMeter ™ Benefits ($28M)

representatives) < SmartMetefM-related savings included in forecast (2011 —
2014).
Rate Education and Outreach ($23.4M)
« integrate rate and program education and oulreach — Other ($12M)
consolidate rate educalion covering multiple  rate programs »  Beinstitutio of the R-test Programat full scale

rather than requesting separale funding for each program
q 9 P 'g e SmartMeter™ maintenance work

« Electric SmartMeléttesting at GEMS
« improve service and reduce walt tmes al local offices

+  Provide outreach and communications to cusiomers regarding
major electric and gas safely and reliability waork

1 2011 recorded spending includes $73M in meler reading costs recorded in the Meter Reading Cost Balancing Account
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2011

ecorded—$114M; 2014 Forecast —$190M: Increase = $76M

information Technology Projects ($25.6M)

«  Customerinteraction and relgtionship  management

» Customerself-service  and energy managemenimprovements
« interval  dala processing and exceptions management

« improve billing  capabiliies  Tor newrales and services

+  Meter management

Ongoing Metering Requirements and Miscellaneous

Capital ($26.9M)

+  Ongoing gas and electric  meter costs

- Compulers, tools, equipment, miscelianecus capital
infrastructure

Corporate Real Estate Costs (§

@

@

520.1M)

Build out of Fresno and SacramenioContact Centers

Relocation of Billing and Credit Center

Local Office Remodels($4M)

e

@

@

Improved signage

Improved customer access

z

instaliation  of ergo equipment for employees
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2011 Recorded —$543M; 2014 Forecast —$723M:;

Increase = $180M

Hydro Operations ($58.1M)

@

Enterprise  Risk Managemengfiorls  and associated Facility

Safety, Water Conveyance, and Penstock Programs

FERO icense Conditions as a result  of licenses received
expected 1o be recsive s:é

Maintenance to continue the safe and reliable  operations
powerhousesand waler storage and conveyance systems

Nuclear Operations (3101.3M)

&

Dual Refueling Outage
Eddy current testing of Unit 2 Steam Generators

O&MProjects (e.g., Cyber Security, EmergencyPlanni

Rulemaking, Procedure Upgrade Project, and Water
Storage Tank Concrete Repair)

Fukushimarelated regulatory requirements

Fossil and Other Generation Operations ($8.8M)

£

«  Piping inlegrity  program, implementation of a machinery
assessmentprogram
and Humboldt Bay Generating Station major engine preventative
maintenance work
of
Energy Procurement Administration  ($11.7M)
»  NewCompliance Requirements (e.g., RenewablePortfolio

Standard, GHG.GF/CombinedHesat and Power Setflement,
Dodd-Frank Act of 20103

ng
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2011 Recorded — $539M; 2014 Forecast — $636M: Increase = $97M

Hydro Operations ($100.5M) Fossil and Other Generation Operations (-$26.2M)

WaterwayProjecis 1o enhancepublic and employee safety « Completion of Large Construction Projects (Gateway

Reliability ~ Projects and Programs(e.g., Helmsrotor and stafsienerating Station, Humboldt Bay Generating Station, and

replacements, generator rewinds, turbine and governor fuel cells)

overhauls/replacements, large valve refurbishments)
* FERQicense and license conditions work Energy Procurement Administration  ($8.1M)
Nuclear Operations ($15.1M) « CAISOMarket and Performance Initiatives
* Regulatory Required Work{e.g., Fukushimareview, Cyber

Security, EmergencyPlan modifications, and a new National
Fire Proteciion  standard)
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2014 GR(RevenueRequirement Forecast

Mo
(o]
—
n
(9]

5 Alirition Increase

Mo
o
n

5 GRMRevenueRequirement Forecast

2016 Atirition increase

2016 GR(RevenueRequirement Forecast

Mechanism

$8,111 million

$9,107 million

Post-test  vear revenue requirement increases are necessary to fund:

« Capital-related costs due to growth in rate base and depreciation expenses, irrespective of inflation

« Operating expense cost escalation for labor, medical

< Additional gas leak survey repair activity (subject
returned fo customers)

PG&Bproposes that revenue requirements for the atirition

, and materials and supplies
to balancing account treatment; any unspent funds would be

years be estimated using GRC-adoptecexpenses

and capital additions for 2014; post-test vyear escalation rates would be set uponfinal Commissiondecision in

the 2014 GRC proceeding.

Other Adjustments —Revenuerequirement changes associated with approved *Z factor” events, defined as

significant  events that are beyondthe Company’ sability
structure. Z factor adjustments are subject to a one-t

to control and cause large changesin its cost
ime $10 million deductible per event.
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Beainning recorced palance (5)

Additions  ($)

End of year recorded plant base (beginning
additions madein the year)

Recordedrate base (weighied average)
RevenueReolirement Facior

RROS)

CPI

CPl escalation RRU$)

+

i

oial

January
=
March
April
May
June
July
abgist
September

eohee
November

ecennes

180.2

1,180
17%
200.6

3%

1856
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Post Test Year Ratemaking (attrition Proposal

Minimal link between CPIl/general measureof inflation and capital
revenue requirement changes

Capital revenue requirement changes are determined almost entirely
by the relationship  between capital additions and depreciation

Whencapital additions exceed depreciation, rate base and the
related capital revenue requirement componentsincreaskis
happensirrespective  of inflation



