Pacific Gas and

. Electric Company . ,
| UG CoMPLIANCE PROGRAM

Statement of Policy

It is Uility Cperations’ (UG policy alwavs to work safely and to comply with all applicable:
» Legal and regulatory requirements.
- Utility policies and utility standard practices.
< PG&E Corporation’s Coporate Policy Handbook, Swondards for Personcl Conduct
aid Business Decisions.
» U policies and standards,

Owverall Accountability

The Senior Vice Fresident and Chief of Utility Cperatiens is responsible fer authorizing, issuing,
and updating this pelicy and for manitoring its implementation.

UO officers are responsible for authorizing, issuing, and updaing UO standards tm implement
this palicy within their areas of responsibility,
Definitions

Applicable legal and regulatory requirements are those Jaws and regulations that govern work
performed by Pactlic Gas and Electric Company.

Compliance is the art of fulfilling a stated requirement.

Complionee plan is 2 decument that formalizes the activities that an erganization plans 1o
perform to ensure and maiatain compliance,

Compliance program 15 a management system based on fundamental principles that feocus
eneqgies nn consistent and systematic rompliance,

Contrels checkiist 15 a comprehensive review tool fora woirk process. The contiols checklist
identifies the key commitments, functions, and activities of a wirk pracess.

Functional directors have systemwide responsibility for a specific function {ep., Yepetation
Management, Electric Distribution, Zall Centers, ete)) These directors are responsible for
develnpment of UG sandands for their functional areas.

Seven key elements of ap effective compliance program are the minimum attiibutes of an effective
compliance program as outlined inthe Federal Sentencing Guidelines (see Pages 5to 7).

Work instrictions are written documents that define methods for performing work pmrcesses or
wiork activities, Work instiuctions ©an be standands, guidelines, procedures, mamals, checldists,
or ather job aids,
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U3 COMPLIANCE PROGRAM

Imiplementation

1. UO officers are responsible for developing, documenting, and maintaining compliance
plans for the organizations they lead. The pumpose of a compliance plan isto pevent,
detect, and correct noncompliance,  The compliance plan will include the components
listed bl

< TDocumentation that defives and describes the methods and activities each
orgavization isundenaking to ensure rompliance

o Clearly at:qgnred responsibilities and acomntabilities for compliance within
the U0 officer’s organization.
The U0 officer is responsible for ensuring that the compliance plan isupdated as
NECESSATy.

2. Directors will epsure that all activities forwhich they are responsibile are performed to
comply with applicable requirements. This includes the tollowing respousibilities:

«  Establish procadus
employees can work i compliance wit

wa and provide sufficient talming and information so that
stablished standards.

+ Maintain documented evidence to demonstrate compliance

+ Perfoam sell-assessments incritical areas of their work processes.

»  Monitor the effect iveness nf work pracesses,

+ Implement identified best pradices where appropriate,

»  Take appropriate and timely corpective actions for identified nonconmspliance.
- Provide support for developing work instructions.

« Suppoit the compliance plan.

A Functional disectors have the following responsibilities for their assigned areas:

- Develop and provide standards, proredures, guidelines, winrk instructinns,
process checklists, job aids, ar other needed tonls. These tools will ensure
systemywide consistency and compliance, The activities and work methods
develeped should be based on the seven key elements of an effective
compliance program {see Fages 4 to 7 for explanation of the elements).

+ Dievelop and implement etfective assessiment, measiwement, and monitoring
tonls {centrel reponts, o) to emsure systemwide cempliance.

» Coondinate and develop comedtive actions for systemwide potential
noneompliance, when idestified,

»  Identify and share best practices and facilitate prooess improvements.
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U3 COMPLIANCE PROGRAM

4. Managers, superintendents, and supervisors ensure that the organizations they lead
perform work incompliance with this policy and ensure that these activities are propethy
documented. These leaders are responsible for the fullowing:

» Schedule tiaining o suppott complation of wink accarding o prescribed
standands.,

«  Provide direct and timely feedback to workers concerming work quality and
timeliness.

» Assess the work performed to ensure that compliance is maintained.

«  Take appropriate action as issues are dentified.

- Implement best practices in the nrganization.

5 All U enployees will pertonn thelr duties ina manner that ensures compliance with
established standards, swork practices, and procedures, They have the freedom and
responsibility to identify any noncompliance item to their management o,
anowymoyusly, tothe PGRE Compliance and Ethics Helpline without fear of reprisal.

References

1. Utility Policies

+ Business Ethics, Emplayes Conduct, and Conflicts of Interests

« “Compliance With Laws and Legal Representation,” 510796 {Legal
Compliance and Representation)

- "Emplyyment,” 5710/97
« luternal Comrols™ 2720/98

2 PORE Mamal
» Eleciric ond Gos Service Requirements
20 Standands
» o [R0002, “Resolving Compliance Cuality Assurance (QA) Findings.” 6/8/08

WAl g

» ST4R3, “Tariff Compliance - Uniform Tariff Application,” 701
4. PGAE Compliance and Ethics Helpline

{-BaE-231-2310
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U3 COMPLIANCE PROGRAM

Diate Tssued/Updated

Effective Date: May 2003

Review Date; May 2005
Signed:

James K. Randelph
Senior Viee President and Chiel of Utility Operations

Updated: April 29, 2003
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U3 COMPLIANCE PROGRAM

Seven Key Elements

The Ul compliance program is designed to effectively prevent, detect, and corect
noncompliance with U commitments.  The UD compliance pragram doommnents and
strengthens UO's long-standing commitment o full compliance,

The Federal Sentencing Guidelines provide seven key elements that are ronsidered
essential for an efective compliance program. The seven eements are listed below with a
shoit explanation, followed by a description of how the compliance plans should reflect the
sever elements.

1. High-Level Oversight and Commitment

The hallmark of an effective compliance pmgram is management’s level of
commitmend. Management must be committed to preventing, detecting, and
cnmecting noncompliance, Management must also ensure that a compliance plan is
being implemented and that the plan is being monitored for effeciveness,

Zompliance plans should describe activities used to ensure compliance with
estahlished standaids.

2. Delegation of Autharity

Delegatinn af authority for compliance in a wark process is outlived specifically in
standards or work provedures.

Dhirectors ate accowtable for managing compliance,  Acocountability is included as
part of jub descriptions and performance expectations,

3. Establishing Standards, Procedures, or Other Documented Work Aids

Standards, procedurss, guidelines, checklists, and other job aids are the metlnds the
oTgaid zation uses to translate compliance commitments imn written wiork
instructions, and inchide method(s) used to document compliance. Standards,
procedares, and work processes am reviewed regulary.

4, Training and Communication
Standards, procedurss, aud work processes describe the training and communi cation
activities that will be used 1o disseminate compliance requirem ents. Standards

should also provide specific taining strategies for teack ployees to perform
work processes in compliance with UD commitments, if uere%an
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UG CoMPLIANCE PROGRAM

5 Assessment and Monitoring
Assessment: There are tlee Dypes of assessments:
« Self
-+ Controls checklist implementation
o ndependent

Al Ulremplovees should pertorm self-assessments.  Emplovees take
responsibility forthe work they perform and ensure that they comply with
applicable UO commitments,  Self-assessments do not need to be documented.

Chirertars, however, must perform more structured self-assessments to identify
anrj correct any prablems that might hinder compliance. Directors’

' ents should forus on management systems.  These self-assessments
nen;d to be syitably dorumented to help cormect identified problems.

i.'.?m.:lz‘[rr;ﬂ,ﬁ checklists am tools used to evaluate the performance of a specifi
Checklists may be develeped to forus on compliance areas and areas
uf hu.sa.n-ess risks in a given work pmcess, Cherklist assessments can be
implemented by the nperating organizations o7 an independent group.

Independent assessments will be performed by functional depatments, by the
Compliance team in Tarffs and Compliance in Rates and Account Services,
and by the Internal Anditing depatiment.

Moritoring: Divectors are responsible for monitoring their depatment’s
ongoing complinnee activitdes. Monitoring should e bl inta work PrOCEssES,
The purpose of monitoring s to provide directors with timely feedback onthe
effectiveness of work ses i ensuring compliance, Directors should

sely monitor work process implementation in areas that have relative
importance to safely and compliance.

when planning sell-assessments and monitoring adivities, be sre to:
+ ldentify compliance reqairements related to work processes for which
the depantment is responsible.
+ o Select strategic work processes for assessments and'sr monitoring hased
o contribution to achieving U gnals.
» Schedule the resonrces needed to perform the assessments.
+ Schedule the resomces meeded to develop specific monitoring methods,

- Compare performance against industry and systemwide standand
MEASUIES,
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UG CoMPLIANCE PROGRAM

&, Performance Management

Performance management isused by organizations {o take note of
achievements and violations through performance reviews and disciplinary
action as appropriate,

7. Correclive  Action

All nencompliance is to be evaluated for corrective action. Evaluations
shold, as a minimum;

»

"

Determine the causels) of the moacompdiance.

Assign accountahility for resolution,

Set a schedule for implementing resolution

Evaluate noncompliance for business-unit-wide concems,

Perform followup reviews to enswie that actions awe implemented and
are appropriate to prevent eCunence,
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