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PACIFIC GAS AND ELECTRIC COMPANY
CHAPTER 1
INTRODUCTION AND POLICY

Introduction

This application presents for California Public Utilities Commission (CPUC
or Commission) review and approval of recovery in customer rates of
Diablo Canyon Power Plant (DCPP or Diablo Canyon) costs of extended
operations incurred from September 1, 2023 to December 31, 2025 (the “Record
Period”). This application also presents for Commission review and approval a
plan for prioritizing the uses of the Public Utilities Code (Pub. Util. Code)
Section 712.8(f)(5) Volumetric Performance Fees (VPF) consistent with
Section 712.8(s)(1) and Decision (D.) 23-12-036.

Pacific Gas and Electric Company’s (PG&E) presentation of 2023-2025
forecast costs are shown in Table 1-1 below and includes $1,225 million for
DCPP costs, statutory fees, and substitution capacity expenses, which is offset
by a forecast of $813 million for California Independent System Operator
(CAISO) market revenue received in the CAISO day-ahead market. The
resulting total net revenue requirement for ratesetting is $418.4 million for the
2025 calendar year.1

1

A detailed discussion of the consolidated net revenue requirement used for ratesetting
and subsequent allocation of the net revenue requirement to the Joint investor-owned
utilities (IOU) is presented in Chapters 11 and 12, respectively.

1-1
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TABLE 11
TOTAL NET REVENUE REQUIREMENT FOR RATESETTING

Line Chapter Diablo Canyon Extended
No. Cross Reference 2023-2025 Cost ($1000s)?
PG&E
Statewide  Specific Total
1 Total Forecast Cost (A) (B) (C)
2 Operation & Maintenance Cost Forecast Chapters 3&6 652,116 652,116
3 Management, Performance Fees, & Liquidated Damages Chapters6&7 417,517 79,805 497,322
4  Resource Adequacy Substitution Capacity Chapter 4 76,444 76,444
5  Total Forecast Cost (excluding FF&U) 1,146,077 79,805 1,225,882
6 DCPP Market Revenues
7  CAISO Energy Market Revenues Chapter 8 (812,991) (812,991)
8  Total Net Forecast Cost (excluding FF&U) 333,086 79,805 412,892
9 RF&U (PG&E) + FF&U (SCE) and FF&U (SDG&E)b Chapter 12 4,618 897 5,516
10 DCEO Revenue Requirement for Ratesetting 337,705 80,703 418,407

Notes:

(@) Amounts in 2025 dollars ($s)
(b) SDG&E FF&U revenue for its DCNBC will be collected in Distribution Charge

The total Diablo Canyon extended operations revenue requirement is
allocated to the three large investor-owned utilities (Joint Utilities) as follows:

(1) PG&E, $232.2 million; (2) Southern California Edison Company (SCE),
$150.6 million; and (3) San Diego Gas & Electric Company (SDG&E),

$35.6 million. Each of the Joint Utilities independently calculate and present its
respective Diablo Canyon Non-bypassable Charge (DCNBC) in Chapter 12
based on its allocation of the total net revenue requirement presented in

Table 1-1 above.

PG&E’s allocated revenue requirement for calendar year 2025 results in a
$2.07 per month bill impact for the average non-California Alternate Rates for
Energy (CARE) residential customer. SCE’s allocated revenue requirement for
calendar year 2025 is estimated to result in a $1.25 per month bill impact for the
average non-CARE residential customer. SDG&E’s allocated revenue
requirement is estimated to result in a $0.87 per month bill impact for average
non-CARE residential customers.2

As presented in Chapter 2, DCPP provides additional value to the state and
to customers that is not reflected in the total cost presentation above. For

2 A detailed discussion of the Joint Utilities’ DCNBC results are presented in Chapter 12.
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example, on average, for the 2025 to 2030 extended operations cost recovery
period, when accounting for the estimated imputed Resource Adequacy (RA)
attribute value, which would otherwise be realized through RA sales, DCPP
extended operation results in $192 million total net benefits. Further, as
provided in Chapter 2, PG&E estimates the societal benefit of avoided
greenhouse gas (GHG) emissions associated with DCPP at $371 million on
average for the 2024 through 2030 extended operations period.3

Consistent with the Commission’s directives in Decision (D.) 23-12-036,
PG&E'’s presentation supporting the proposed rate includes: (1) a forecast of
costs of extended operations, (2) forecast of market revenues for Diablo Canyon
in the relevant ratemaking period, and (3) a proposal to establish the DCNBC
applicable to all Commission-jurisdictional customers based on forecast net
costs and applicable true-up amounts. PG&E also provides additional cost
related information as required or addressed by D.23-12-036.

PG&E’s Commitment to Safely Deliver Clean, Reliable, and Affordable
Energy to All Californians

PG&E is committed and privileged to serve California hometowns that rely
on PG&E to deliver energy and power their homes and businesses. PG&E’s
mission is clear: to create a better, safer California. This means stepping up to
answer the state of California’s call to provide clean and reliable energy to all
Californians while acting expeditiously to achieve the requirements outlined in
Senate Bill (SB) 846. PG&E is focused on safely providing customers with clean
energy that is accessible and affordable.

California is at an inflection point for sustainability in the state and across the
world, given the urgency of the climate challenge. PG&E shares the ambitions
of the state and a growing number of stakeholders determined to turn back the
clock on climate change and begin to heal the planet.

PG&E is proud of the progress made in recent years through working to
deliver on its triple bottom line approach of serving people, the planet, and
California’s prosperity. The electricity PG&E delivers is among the cleanest in
the country.

See Chapter 2, Table 2-3 for additional detail.
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Trust is at the forefront of PG&E'’s core values and will be earned by
continued progress in serving people, the planet, and California’s prosperity in
equal measure. PG&E feels deeply the responsibility to build and deliver a

sustainable and resilient clean energy system that California can count on.

. Organization of The Remainder of This Chapter

The remainder of this chapter is organized as follows:
e Section D — Legislative and Regulatory Background;
e Section E — Forecast Costs for DCPP for the Period 2023-2025;
e Section F — Funding Mechanisms for DCPP Extended Operations;
e Section G — Non-Bypassable Charge Proposal;
e Section H - Fall Update;
e Section | — 2025 Planned Expenditures of VPFs;
e Section J — Proposal on RA Attributes and GHG-Free Energy;
e Section K — Testimony Overview; and
« Section L — Conclusion.

Legislative and Regulatory Background

On September 2, 2022, SB 846 was signed into law, directing PG&E to
pursue extended operations at DCPP up to an additional five years beyond its
current license period in 2024 and 2025. The Legislature found that extending
DCPP operations “is prudent, cost effective, and in the best interests of all
California electricity customers.”® The Governor, state agencies, and lawmakers
took this significant action to improve statewide energy system reliability and to
minimize GHG emissions as California transitions to additional clean energy
resources. As the state of California’s largest single source of clean energy,
DCPP currently supplies approximately 17 percent of California’s zero-carbon
electricity supply and 8.6 percent of California’s total electricity supply, or
three million homes and businesses, 365 days a year, 24/7, rain or shine. The
legislation directed all relevant state agencies and PG&E as the Plant Operator
to act quickly and to coordinate on the necessary and prudent actions to extend
plant operations.?

Public Resources Code (Pub. Res. Code) § 25548(b).
Pub. Res. Code § 25548(f).

1-4
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Since SB 846 was signed into law, PG&E has answered the state of
California’s call to ensure electric reliability for all Californians by accomplishing
several critical milestones in support of DCPP extended operations. Consistent
with the legislation, PG&E secured funding from the California Department of
Water Resources (DWR) through a $1.4 billion loan, applied for and executed an
agreement with the United States (U.S.) Department of Energy (DOE) for the
Civil Nuclear Credit (CNC) Program to repay the DWR loan and reduce costs for
customers, and submitted the license renewal application to the U.S. Nuclear
Regulatory Commission (NRC) seeking to renew the current operating licenses
for DCPP Units 1 and 2 beyond 2024 and 2025, respectively.

The NRC continues to have an onsite presence at DCPP and retain its
authority to conduct all regulatory activities associated with licensing, inspection,
and oversight and to take whatever actions may be necessary to ensure
adequate protection of public health and safety.

DCPP consistently remains in the highest performance category in safety
and security. This designation reflects the efforts and commitment of the entire
team who operate, protect, maintain, and support the facility. DCPP is
considered to be among the top performing electric generating plants in the
nation, as confirmed by the NRC in its end-of-cycle assessment letter for 2023.
The NRC continues to find that DCPP is operating safely and meeting
industry-established safety and performance objectives.

The economic benefits of DCPP to its surrounding communities cannot be
understated. DCPP remains San Luis Obispo (SLO) County’s largest private
employer, providing jobs for more than 1,300 dedicated nuclear professionals,
not including the 1,200 temporary workers who support our refueling outage.
From 2022-2023, PG&E contributed more than 15 million dollars in property
taxes in SLO County, directly benefiting local schools and communities. PG&E
and our employees provide hundreds of thousands of dollars in grants and
donations every year to Central Coast organizations and volunteer thousands of
hours of personal time each year to various groups.

PG&E'’s stand to deliver on our triple bottom line by serving the people,
planet, and all of California’s prosperity, is further realized in Chapter 2,

Section F, where it is shown that DCPP’s extended operations will greatly
benefit all Californian by significantly reducing the amount of natural gas reliance

1-5
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in the state, with an indirect cost savings of hundreds of millions of dollars. The
savings and beneficial societal costs are most notable in California’s
disadvantaged communities where significant natural gas generation takes
place.

Finally, in Rulemaking (R.) 23-01-007 implementing SB 846, the
Commission considered specific inputs necessary to establish new retirement
dates for DCPP and approved a cost recovery mechanism for extended
operations. The Commission issued D.23-12-036 on December 15, 2023,
conditionally approving new retirement dates of October 31, 2029, and 2030 for
DCPP Units 1 and 2, respectively,8 which also outlined the regulatory process
PG&E will follow to submit forecast extended operations costs to recover those
costs through statewide customer rates. This includes an annual planning
process for PG&E’s use of the VPFs.

DCPP Forecast Costs for the Period of 2023-2025

Table 1-2 below expands on Table 1-1, Total Net Revenue Requirement for
Ratesetting, to show more cost component details. Table 1-2, line 2 includes
costs to operate DCPP during this Record Period, including direct costs for
operations and maintenance (O&M), support costs including taxes, benefits and
standard PG&E overheads, employee retention, and regulatory compliance
items discussed in Chapter 3. Line 3 includes a forecast for resource adequacy
substitution capacity expenses, which is discussed in Chapter 4. Lines 8-11
provide additional detail regarding statutory charges and fees included in the
cost forecast, including the performance and management fees, authorized in
SB 846. Line 17 presents the 2023 employee retention costs, which were
recorded to the Diablo Canyon Extended Operations Balancing Account
(DCEOBA) as of December 31, 2023.7 Total costs on line 13, plus the 2023
recorded costs on Line 17 total $1.225 million (the sum of line 13 and line 17).
These costs are then netted against generation market revenues (line 15),
resulting in approximately $412.9 million, (line 18), excluding Franchise Fees
and Uncollectable (FF&U) revenues. The Joint Utilities’ FF&U revenues

D.23-12-036, p. 135, Ordering Paragraph 1.

See PG&E Advice 7166-E, effective February 2, 2024; hyperlink at:
https://www.pge.com/tariffs/assets/pdf/adviceletter/ELEC 7166-E.pdf.
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(line 20) are then added onto line 18, resulting in a Net Revenue Requirement to

be recovered in rates of approximately $418.4 million.

TABLE 1-2
DETAILED TOTAL NET REVENUE REQUIREMENT FOR RATESETTING

Chapter Diablo Canyon Extended Operations
Line Cross Reference 2023-2025 Cost ($1000s)®
No.
Statewide PG&E Total
1 Operational Revenue Requirement (A) (B) (C)
2 Operation and Maintenance Cost Forecast Chapters 3 &6 633,164 633,164
3 Resource Adequacy Substitution Capacity Chapter 4 76,444 76,444
4 SMJUs Revenue Credit and RA Reimbursement” 0
5 _ Subtotal Operational Revenue Requirement 709,608 709,608
6
7 Management, Performance Fees, and Liguidated Damages
8 Management Fee Chapters6 &7 112,711 112,711
9 Liquidated Damages Chapters6 &7 225,000 225,000
10  Volumetric Performance Fee Chapters 6 & 7 79,805 79,805
11 _ PG&E Specific Volumetric Performance Fee Chapters 6 & 7 79,805 79,805
12 _ Subtotal Statutory Fees 417,517 79,805 497,322
Total Cost Forecast
13 (Line 5 + Line 12) 1,127,125 79,805 1,206,930
14 Offsetting Market Revenues
15 CAISO Market Revenues Chapter 8 (812,991) (812,991)
16 Balancing Account Amortization
17 DCEOBA Chapter 10 18,953 18,953
18  Subtotal Net Cost (Line 13 + Line 15 + Line 17) 333,086 79,805 412,892
19
20 RF&U (PG&E) + FF&U (SCE) and FF&U (SDG&E)® Chapter 12 4618 897 5516
21 DCEO Revenue Requirement for Ratesetting 337,705 80,703 418,407
Notes:

(a) Amounts in 2025 dollars ($s)
(b) D.23-12-036, OP8 and OP11
(c) SDG&E's FF&U revenues for its DCNBC will be collected in the Distribution Charge

F. Funding Mechanisms for DCPP Extended Operations
Historically, PG&E has presented its nuclear operations costs in the General
Rate Case (GRC) application, with the 2023 GRC Application 21-06-021 being
the last and final PG&E request to include these costs under the current
operating licenses. The 2023 GRC included DCPP costs for O&M expense,
capital, and related-balancing accounts through August 26, 2025 (i.e., Unit 2
license expiration).8

8  On November 17, 2023, the Commission approved the 2023 GRC application in
D.23-11-069.
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Relevant to this proceeding, D.23-12-036 directs PG&E to:

[Q]uantify the impact of DCPP’s extended operations on its common costs
relative to the amount approved in its 2023 GRC, and demonstrate it will not
double count the common costs it proposes for recovery in its GRC and

DCPP Extended Operations Cost Forecast applications.?

PG&E provides its showing of costs that are presented for recovery in
customer rates and incremental to PG&E’s GRC in Chapters 2 and 3.

Separately, historically PG&E has presented its nuclear fuel procurement
(forecast and recorded) in its Energy Resource Recovery Account (ERRA)
proceedings. The reimbursement of spent fuel storage cost from the DOE,
which is a process that is separate from the CNC Program, is included in
Chapter 3.

Since costs for DCPP will no longer be included in GRC or ERRA
applications, PG&E will seek to recover costs through the new funding

mechanisms described below.

1. Government Funding Through the Department of Water Resources and
the U.S. DOE

There are two forms of government funding identified in SB 846 to
support extended operations at DCPP: a $1.4 billion loan through DWR and
funds awarded through the DOE CNC Program.

PG&E signed the “Loan Agreement for Diablo Canyon Nuclear Power
Plant” with DWR on October 18, 2022, with the purpose of supporting DCPP
extended operations and maintaining electrical reliability during the period of
extended operations. Funds provided under this loan agreement are to
cover incremental and transition costs and will not be used in cases where
expenses: (1) are authorized by the CPUC or other regulatory body for rate
recovery, (2) will be included in a future proceeding for rate recovery from
CPUC or other regulatory body, and (3) have been previously disbursed

9

D.23-12-036, p. 103.
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under the Reliability Reserve Reimbursement Agreement between PG&E
and DWR.10

The DOE CNC Program is part of the Infrastructure Investment and
Jobs Act to make federal funds available for a reactor that is scheduled to
cease operations by September 30, 2026, due to economic factors. PG&E
filed its application seeking up to $1.1 billion in credits through the CNC
Program on September 2, 2022; and on November 21, 2022, the DOE
issued the conditional award decision and certified PG&E to participate in
the CNC Program. Final award of credits was contingent upon execution of
the Credit Award and Payment Agreement (CAPA), which outlines the
agreement terms and reporting structure for award of credits up to
$1.1 billion to support extended operations at DCPP. PG&E and the DOE
executed the CAPA on January 11, 2024. The funds provided by the DOE
through the CNC Program will be used to repay the up to $1.4 billion loan
from DWR with the first credits received in 2025 then annually thereafter to
be paid retroactively to compensate PG&E for DCPP operations in the prior
year(s). DOE CNC credits will cover costs to transition DCPP to extended
operations for the period of January 1, 2023, through December 31, 2026,
and do not cover the period of extended operations after expiration of the

existing NRC licenses.

Customer Rates through the Diablo Canyon Extended Operations
Balancing Account

The Commission issued D.22-12-005 on December 6, 2022, directing
PG&E to take “all actions that would be necessary” to preserve the option of
extended operations at DCPP and to track and record all costs associated
with continued operations. Pursuant to D.22-12-005, PG&E established the
DCEOBA to track costs that will be recovered from the customers of all

10 Agreement executed in August 2022 between PG&E and DWR under the Strategic
Reliability Reserve Program, pursuant to Assembly Bill 180, where DWR will reimburse
PG&E up to $75 million to preserve the option of continued operation of DCPP pending
further legislation (i.e., passage of SB 846 and execution of the $1.4 billion Loan
Agreement with DWR).

1-9
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Commission-jurisdictional load-serving entities (LSE).11 The DCEOBA is
intended to record and recover expenses related to the operations of DCPP
Units 1 and 2 beyond the current license expiration dates of November 2,
2024, and August 26, 2025, respectively, that are not eligible for government
funding pursuant to SB 846, AB 180, or the DOE CNC Program. The
DCEOBA is comprised of three types of subaccounts: (1) the Extended
Operations Subaccount, (2) the Liquidated Damages Subaccount, and

(3) the Volumetric Performance Fee Subaccount. Additional information on
the DCEOBA is provided in Chapter 10.

G. Non-Bypassable Charge Proposal
Through jointly sponsored testimony, PG&E, SCE, and SDG&E set forth for
Commission review the rate proposals for the DCNBA. The DCNBA will consist
of a statewide charge applicable to all customers through the Public Purpose
Program (PPP) rates of the Commission-jurisdictional IOU. PG&E requests that
the Commission approve the DCNBC described in this application and
testimony.
H. Fall Update
Consistent with the IOUs’ respective ERRA Forecast proceeding schedules
over many years and as approved in D.23-12-036, PG&E proposes to update its
generation revenue forecast after Energy Division staff releases its Energy Index
of the Market Pricing Benchmark (MPB) on October 1. The Fall Update will
incorporate the new Energy Index to reflect market conditions closer to the time
when 2025 rates go into effect, as well as other potential cost updates. In
addition, PG&E will update certain calculations using the Energy Index MPB, as
well as update balancing account balances.
. 2025 Planned Expenditures of VPFs
PG&E also requests the Commission review and approve PG&E’s planned
expenditure of 2025 VPFs. The Commission directed PG&E to present in an
application its plan for use of the $13/megawatt-hour VPFs collected in 2025 and
demonstrate that those plans are consistent with the critical public purpose
1

See PG&E Advice 7067-E; hyperlink at:
https://www.pge.com/tariffs/assets/pdf/adviceletter/ELEC 7067-E.pdf (pending CPUC
approval).
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priorities in Section 712.8(s)(1) prior to expenditure of those funds.12 PG&E
presents its planned use of VPFs collected in 2025 (for the period covering
November 3, 2024, to December 31, 2025) and demonstrates how these uses
are consistent with the critical public purpose priorities identified in

Section 712.8(s)(1). Chapter 9 testimony is consistent with D.23-12-036, which
directs PG&E to file an application setting forth planned use of the VPF

revenues prior to making any expenditures.

Proposal on RA Attributes and GHG-Free Energy

Section 712.8 (q) states that,” ...the commission may consider the higher
cost to customers in the operator’s service area.” The allocation processes
established by D.23-12-036 do not consider the higher costs to customers in
PG&E'’s service area. PG&E proposes adjusting the allocation of RA and
GHG-free energy to LSEs serving customers in PG&E’s area to account for the
higher cost burden borne by its customers. Such adjustments are consistent
with the higher burden of cost responsibility established in SB 846 for customers

in PG&E’s service area.

. Testimony Overview

As directed in D.23-12-036 and consistent with Section 712.8(h)(1) of the
Pub. Util. Code, PG&E’s testimony proposes a structure for a cost and revenue
requirement forecast of DCPP’s extended operations costs and revenues to
establish a statewide DCNBC that is modeled after the annual ERRA forecast
proceeding.

Chapter 1 provides the introduction and underlying policy of the proceeding,
including the Legislature and the Governor’s charge to the Commission in
SB 846 to establish new retirement dates, which became the basis for
D.23-12-036. This chapter summarizes PG&E’s ratemaking requests for the
Record Period.

Chapter 2 addresses the costs and benefits of DCPP extended operations
through 2030, including benefits from RA and GHG-free energy. It also
addresses requirements from D.23-12-036 apart from the cost forecast and
ratemaking proposal (which are addressed in other chapters), including
presenting a single analysis showing DCPP’s 2022 to 2030 historical and

12 p.23-12-036, p. 112.
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forecast costs, a comparison walk to PG&E's forecast presented in R.23-01-007,
and demonstration that common costs will not be double counted. In addition,
PG&E presents an RA attributes allocation proposal.

Chapter 3 contains PG&E’s Record Period forecast of O&M costs applicable
to the first year of extended operations. In this chapter, PG&E presents costs by
Major Work Category, consistent with PG&E’s historical GRC Testimony for
Nuclear Operating Costs, which will describe categories of forecast costs.

This chapter also includes proposed expense projects, similar to what would
have been capital project forecasts historically addressed in PG&E’s GRC.
Execution of these projects is necessary to ensure safety and equipment
reliability are maintained during extended operation of DCPP to meet the needs
of all Californians. Consistent with Section 712.8(h)(2), for any significant
one-time expense project expenditures during the extended operation period,
PG&E may propose an amortization period for such expenditures over a period
of greater than one year for the purpose of reducing rate volatility, at an
amortization rate determined by the Commission. PG&E presents its proposal
for straight-line amortization for cost recovery of nuclear fuel over the period of
2025 through 2030 in Chapter 3, Attachment A.

In Chapter 4, PG&E provides testimony regarding the amount of forecast
generation from extended operations for the record period, addresses
requirements under the Commission’s RA Program, PG&E’s procurement of
replacement capacity during DCPP planned and unscheduled outages, and
substitution capacity procurement costs that are necessary to meet the state’s
reliability needs. Prior to SB 846, these issues were addressed in other
proceedings. This chapter also discusses the Commission’s directive that
PG&E retain responsibility for obtaining substitute capacity during DCPP
outages as D.23-12-036 determined it is reasonable for all LSEs that are
allocated RA benefits to share in reasonable administrative and procurement
costs associated with meeting DCPP substitution capacity obligations, including
associated penalties and costs borne by non DCPP resources.

Chapter 5 explains PG&E’s assumptions used in the revenue requirement
model to estimate income taxes and presents testimony on the Internal Revenue
Code’s normalization requirements as they relate to SB 846 directives.

Pub. Util. Code Section 712.8(h)(1) requires that all extended operations costs

1-12
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shall be recovered as an operating expense and shall not be eligible for
inclusion in PG&E’s rate base. As such, PG&E presents a proposal to address
IRS normalization requirements.

Chapter 6 contains cost inputs discussed in Chapter 3 that are incremental
to the authorized 2023 GRC revenues, as well as costs from Chapter 5, and
Chapter 7 in order to calculate the forecast revenue requirement request for
DCPP Units 1 and 2 beyond the current license expiration dates of November 2,
2024, and August 26, 2025, respectively, and that are not eligible for
government funding pursuant to SB 846, AB 180, or the DOE CNC Program.

Chapter 7 discusses statutory fees, including the statewide VPF pursuant to
Section 712.8(f)(5), PG&E service territory VPF pursuant to Section 712.8(f)(5),
the fixed management fee for PG&E’s operation of DCPP in lieu of a ratebase
return pursuant to Section 712.8(f)(6)(A), and liquidated damages subaccount
funding pursuant to Section 712.8(g).

Pursuant to Section 712.8(h)(1), PG&E’s cost recovery for extended
operations will be net of market revenues for those operations and any
production tax credits of the operator. Chapter 8 presents a forecast of the
CAISO market revenues for the period of November 3, 2024 to December 31,
2025 in a manner similar to its ERRA Forecast proceeding, which is based a
weighted average of peak and off peak forward prices for the Test Year PG&E
anticipates that in its Fall Update, its generation revenue forecast will be based
upon the Energy Index peak- and off-peak prices provided by the Commission’s
Energy Division on October 1 of each year pursuant to D.22-01-023.

In Chapter 9, PG&E presents its planned usage for spending the 2025 VPFs
pursuant to statutorily mandated public purpose priorities.13 In addition, PG&E
presents its process for determining the best usage of the compensation and the
accounting tracking mechanism that it will use to ensure compliance with SB 846
and D.23-12-036. PG&E requests that after this initial application, PG&E be
permitted to submit an advice letter to be resolved by a resolution of the
Commission presenting the information required by Section 712.8(s)(1).

Chapter 10 addresses the subaccount contents of the DCEOBA, which is
consistent with modifications submitted on March 14, 2024 in compliance with

13 Pub. Util. Code § 712.8(s)(1).
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D.23-12-036 directives.14 |t also addresses the revision and true-up process, as
well as recorded activity.

Chapter 11 presents the net revenue requirement to be recovered in rates
for consideration in this proceeding, which nets the forecast market revenues
with total DCPP costs over the record period.

Chapter 12 is co-sponsored by PG&E, SCE, and SDG&E and presents the
ratemaking mechanism for the statewide NBC applicable to all
Commission-jurisdictional customers through the PPP rates of the
Commission-jurisdictional IOUs. PG&E, SCE, and SDG&E jointly present
testimony to allocate the net revenue requirement for the record period amongst
themselves using the California Energy Commission’s published 2024 peak load
forecast that is developed for use in the Commission’s RA program. Each utility
sponsors its own testimony on allocating its share of the revenue requirement
among its customer classes using a process that mirrors the existing Cost
Allocation Methodology for system reliability resources.

Chapter 12 presents the allocation of the DCPP Extended Operations
revenue requirement to PG&E, SCE, and SDG&E and illustrative DCNBC rates
applicable to customers in each utility’s service area based on the methodology
adopted by D.23-12-036. The rates presented in Chapter 12 are illustrative and
subject to updates in the Fall Update and in each utility’s January 1, 2025
consolidated rate change process.

Appendix A includes the statements of qualification for PG&E, SCE, and
SDG&E witnesses sponsoring this Prepared Testimony.

Appendix B includes the declarations of PG&E witnesses attesting to those
portions of their testimony that meet the Commission’s confidentiality
requirements, in accordance with D.06-06-066, D.08-04-023, and subsequent
decisions, as well as General Order (GO) 66-D. A matrix identifying the data
and information for which these witnesses are seeking confidential treatment is
also provided. Parties that execute a Nondisclosure Agreement with PG&E are
able to receive the confidential version of PG&E’s testimony and workpapers
throughout the course of this proceeding.

14

See PG&E Advice 7204-E; hyperlink at:
https://www.pge.com/tariffs/assets/pdf/adviceletter/ELEC_7204-E.pdf (pending CPUC
approval).
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Conclusion
As described above and in subsequent chapters, PG&E requests that the

Commission approve the following:

e PG&E’s 2024-2025 Forecast for DCPP and the associated revenue
requirement of $418 million, and supporting financial and tax proposals and
calculations, to be recovered in customer rates effective January 1, 2025.

o The ratesetting mechanism and revenue reporting allocation factors
associated with the statewide DCNBC.

e PG&E’s proposal for allocation of RA attributes and GHG-free energy
allocation in consideration of the higher cost in PG&E's service territory;

e PG&E’s VPF forecast and proposed use of the funds.

e Authorization for PG&E to utilize the GO 96-B advice letter process
requesting a Commission resolution (Tier 3) in lieu of a standalone
application to report on future years of VPFs.
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PACIFIC GAS AND ELECTRIC COMPANY

2 CHAPTER 2

3 COSTS AND BENEFITS OF

4 DIABLO CANYON POWER PLANT OPERATIONS: 2022-2030

5 A. Introduction

6 This chapter addresses the costs and benefits of Diablo Canyon Power

7 Plant (DCPP or Diablo Canyon) extended operations through 2030, Pacific Gas

8 and Electric Company’s (PG&E) compliance in this proceeding with

9 requirements from Decision (D.) 23-12-036, and PG&E’s Resources Adequacy
10 (RA) attributes allocation proposal.
11 B. Compliance Requirements from D.23-12-036
12 Table 2-1 presents the specific requirements from D.23-12-036 applicable to
13 this application and PG&E’s compliance with each requirement. D.23-12-036
14 compliance items completed prior to this application or to be addressed outside
15 of this application are not included in Table 2-1.

TABLE 2-1
D.23-12-036 COMPLIANCE REQUIREMENTS
Line Decision
No. Action Required Reference Compliance Action
1 Present DCPP historical and forecast cost information described in Ordering See Chapter 2, Section D
D.23-12-036 Paragraph
(OP)2
2 PG&E’s proposed Energy Resource Recovery Account (ERRA)-like | OP 4 See PG&E Application, filed

operations are complete.

process to authorize forecast DCPP extended operations costs, with
a subsequent true-up to actual costs and market revenues for the
prior calendar year via an expedited Tier 3 advice letter process, is
approved as modified by this decision. PG&E shall file the first of
these DCPP Extended Operations Cost Forecast applications no
later than March 29, 2024, and shall file subsequent annual DCPP
Extended Operations Cost Forecast applications no later than
March 31 beginning in 2025, and ending the year before extended

on March 29, 2024
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TABLE 2-1

D.23-12-036 COMPLIANCE REQUIREMENTS

(CONTINUED)
Line Decision
No. Action Required Reference Compliance Action
3 PG&E is instructed to provide the following information as part of its | Decision Items 1.a.-1.c. — Chapter 2
2024 DCPP Extended Operations Cost Forecast application: pp. 60-61, Attachment A
. o ion 4.4.1.
1)  Updated Diablo Canyon historical and forecast costs gg:t:lzo Item 1.d. — Chapter 2

(2022-2030), presented using PG&E’s existing General Rate
Case (GRC) cost structures. This estimate shall include:

a)

b)

c)

d)

All DCPP costs to be recovered from ratepayers over
time, in a single analysis, including Administrative and
General (A&G), uncollectibles, associated taxes, all funds
authorized under Senate Bill (SB) 846, etc.

Costs associated with PG&E’s 2023 license renewal
application to the Nuclear Regulatory Commission
(NRC), any DCISC recommendations on seismic safety
upgrades or deferred maintenance, as well as any costs
associated with NRC’s conditions of license renewal.
Costs associated with DCISC recommendations or
NRC'’s conditions of license renewal shall only be
included to the extent there are actual recommendations
and conditions from the DCISC and NRC.

Any government-funded transition costs. Since these
costs will not be recovered from utility ratepayers, they
are outside the California Public Utilities Commission’s
(CPUC or Commission) purview and general mandate to
ensure just and reasonable rates; and therefore, will not
be considered ‘costs’ as part of any cost-effectiveness
evaluation considered by the Commission; however,
since costs that are not recovered through government
funding streams may be borne by utility ratepayers, these
transition costs should be clearly identified in PG&E’s
DCPP cost forecast.

A transparent comparison or walk-through between
PG&E'’s cost forecast and the Electric Utility Cost Group
(EUCG) cost forecast presented in this proceeding.
While the cost accounting formats may not perfectly
align, PG&E shall present, to the best of its ability, clear
information that can be used to understand and assess
the evolving cost forecasts.

2) A copy of the CEC’s final Cost Comparison Report.

Conclusion of
Law (COL) 17
and 18

Attachment B

Iltem 2 — At the time of this
filing, the CEC had not issued
its final Cost Comparison
Report.

2-2




TABLE 2-1

D.23-12-036 COMPLIANCE REQUIREMENTS

(CONTINUED)
Line Decision
No. Action Required Reference Compliance Action
4 In PG&E’s application: COL 54 Item 1.a
a) Provide detailed projections of all costs and revenues e Expense Operations and
associated with DCPP extended operations, in a manner Maintenance (O&M) and
similar to PG&E’s presentation in its GRC and ERRA Forecast Projects Costs — See
proceedings; Chapter 3
b)  Quantify the impact of DCPP’s extended operations on its e Revenues — See Chapter
common costs relative to the amount approved in its 2023 6
GRC; and
Item 1.b — See Chapter 2
c) Demonstrate it will not double count the common costs it Section E
proposes for recovery in its GRC and DCPP Extended
Operations Cost Forecast applications. ltem 1.c — See Chapter 2
Section E
5 PG&E, Southern California Edison Company (SCE), and San Diego | OP 7 See Chapter 12
Gas & Electric Company (SDG&E) are directed to provide joint
testimony proposing an allocation among themselves of the
statutorily-defined DCPP extended operations costs applicable to all
Load-Serving Entities (LSE), and the revenue associated with the
$6.50 per megawatt-hour volumetric fee under Public Utilities Code
(Pub. Util. Code) Section 712.8(f)(5). PG&E, SCE, and SDG&E
may use public load data to determine each electrical corporation’s
share of the 12-month coincident peak demand.
6 The Diablo Canyon Extended Operations Cost Forecast proceeding | COL 55 See Chapter 2 and 12.
should:
(@) Determine the allocation of costs and benefits of DCPP
extended operations among the large electrical corporations’
service areas; and
(b) Utilize a process that mirrors the Cost Allocation Mechanism
(CAM) process to determine the price of the volumetric NBC to
be charged by each of the large electrical corporations.
Energy Division should utilize the CAM process to determine
the allocation of RA benefits to SCE and SDG&E and among
the LSEs in each large electrical corporation’s territory, and
should endeavor to provide all LSEs with allocations of
DCPP’s RA benefits for the upcoming compliance year
sufficiently in advance of the October 31 year-ahead RA
compliance filing deadline.
7 Pacific Gas and Electric Company (PG&E) is directed to file an OP 15 See Chapter 9

annual application, as described in this decision, no later than March
1, 2026, until the retirement of Diablo Canyon Nuclear Power Plant
Unit 1 and Unit 2, to report the amount of compensation earned
under California Pub. Util. Code Section 712.8(f)(5), how it was
spent, and a plan for prioritizing the uses of such compensation the
next year. PG&E is not prohibited from filing an application earlier
than March 1, 2026, to request an earlier approval of its plan for
prioritizing the uses of funds collected under California Pub. Util.
Code Section 712.8(f)(5). PG&E’s application may also include one
or more proposals that would allow PG&E to spend the
performance-based fees while ensuring sufficient funding for the
true-up process, as discussed elsewhere in this decision.
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In addition, the Commission concluded that:

[T]he intent of the Legislature was to assign broad responsibility for the
costs of extended operations of DCPP to ratepayers of all LSEs subject to
the Commission’s jurisdiction, as outlined in Section 712.8(1)(1),” [but certain

costs are to only be paid by PG&E ratepayers].1

Pages 67-69 of D.23-12-036 lists the costs to be recovered by customers,

replicated below in Table 2-2.

TABLE 2-2

SENATE BILL 846 COST RECOVERY ITEMS

Line
No.

Pub. Util. Code
Section 712.8

Cost

Payer

Subsection (f)(1)

Reasonable costs incurred to prepare
for the retirement of Diablo Canyon
Unit 1 and Unit 2.

PG&E ratepayers—bundled and
unbundled—via a Non-Bypassable
Charge (NBC).

2 | Subsection (f)(1) | Any reasonable additional costs Ratepayers of all LSEs subject to the
associated with decommissioning Commission’s jurisdiction—via an NBC
planning resulting from the license
renewal applications or license
renewals.

3 | Subsection (f)(2) | Funding for the employee retention Not specified in subsection (f)(2), so
program approved in D.18-11-024, as presumed to be ratepayers of all LSEs
modified to incorporate 2024, 2025, subject to the Commission’s jurisdiction
and additional years of extended — via an NBC — per subsection (I)(1).
operations, on an ongoing basis until
the end of operations of both units.

4 Subsection (f)(4) | Reasonable costs incurred to prepare | Not specified in subsection (f)(4), so

for, respond to, provide information to,
or otherwise participate in or engage
the independent peer review panel
under Section 712

presumed to be ratepayers of all LSEs
subject to the Commission’s
jurisdiction—via an NBC—per
subsection (I)(1).

1 D.23-12-036, p. 66.
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TABLE 2-2

SENATE BILL 846 COST RECOVERY ITEMS

(CONTINUED)
Line | Pub. Util. Code
No. Section 712.8 Cost Payer

5 | Subsection (f)(5) | Payment in lieu of a rate-based return | $6.50 (2022 dollars) per megawatt-hour

on investment (volumetric). (MWh) to be paid by PG&E
ratepayers—bundled and unbundled—
via an NBC. Plus $6.50 (2022 dollars)
per MWh to be paid by ratepayers of all
LSEs subject to the Commission’s
jurisdiction (including PG&E’s bundled.

6 Subsection Payment in lieu of a rate-based return | Not specified in subsection (f)(6)(A), so

(f)(B)(A) on investment in acknowledgment of presumed to be ratepayers of all LSEs
the greater risk of outages in an older | subject to the Commission’s
plant (lump sum). jurisdiction—via an NBC—per
subsection (1)(1).

7 | Subsection (g) Diablo Canyon Extended Operations Ratepayers of all LSEs subject to the
liquidated damages balancing Commission’s jurisdiction — via an
account.® NBC.

8 | Subsection All reasonable costs and expenses Not specified in subsection (h)(1), so

(h)(1) necessary to operate Diablo Canyon presumed to be ratepayers of all LSEs
Unit 1 and Unit 2 beyond the current subject to the Commission’s
expiration dates, including those in jurisdiction—via an NBC—per
subsections (f) and (g), net of market subsection (I)(1).
revenues for those operations and any
production tax credits of the operator.

9 Subsection Any significant one-time capital Not specified in subsection (h)(2), so

(h)(2) expenditures during the extended presumed to be ratepayers of all LSEs
operation period amortized over more | subject to the Commission’s
than one year for the purpose of jurisdiction—via an NBC—per
reducing rate volatility. subsection ()(1).

10 | Subsection (i)(1) | Reasonable replacement power costs, | Not specified in subsection (i)(1), so

if incurred, associated with Diablo
Canyon powerplant unplanned outage
periods.

presumed to be ratepayers of all LSEs
subject to the Commission’s
jurisdiction—via an NBC—per
subsection (1)(1)

(@)

The Liquidated Damages Subaccount is a subaccount of the DCEOBA.

—_

N o g b~ ow N

C. Diablo Canyon Extended Operations Balancing Account and Related

Benefits Forecast

Table 2-3 presents the Diablo Canyon Extended Operations Balancing

Account (DCEOBA) total costs forecast net of California Independent System

Operator (CAISO) electric generation market revenues. The costs and revenues

for years 2026-2030 presented below were developed with the same forecast

methodologies as used for the 2023-2025 record period.
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In addition, Table 2-3 presents the value of RA attribute allocation and the
societal benefits of Greenhouse Gas (GHG) emissions reductions associated
with DCPP extended operations.2

2 Taple 2-3, lines 16 and 22, respectively.
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D. Walk Between PG&E’s Cost Forecast and EUCG Cost Forecast Presented
in Rulemaking 23-01-007
D.23-12-036 directed PG&E to provide:

A transparent comparison or walk-through between PG&E’s cost forecast
and the EUCG cost forecast presented in this proceeding. While we
recognize the cost accounting formats may not perfectly align, PG&E shall
present, to the best of its ability, clear information that can be used to

understand and assess the evolving cost forecasts.3

As described in PG&E testimony and briefing in Rulemaking (R.) 23-01-007,
at the time of PG&E’s testimony in May 2023, PG&E’s best available and
complete forecast was from the DOE’s Civil Nuclear Credit application submitted
in September 2022, which utilized the EUCG format, as required by the DOE.
The EUCG methodology is used for benchmarking purposes for the nuclear
industry in the United States. Compared to the O&M Costs detailed in
Attachment A, the EUCG methodology excludes some O&M costs but also adds
some costs outside of Nuclear O&M cost structures. The other costs included in
the EUCG basis are divided into Dedicated and Non-Dedicated categories to
allow for comparison across a variety of corporate cost structures. Dedicated
costs are driven by organizations outside of DCPP such as Information
Technology, Communications, Human Resources, Legal, Procurement Services,
Business Finance, Fleet Services, and Safety and Health. Non-Dedicated costs
are principally Nuclear Executives, other Corporate Executives and electric
industry association fees.

Table 2 from the May 19, 2023 testimony is presented below as Table 2-4,
with the only change being the correction of a summation error in Row 13, Year
2030.4

3 D.23-12-036, p. 61.

4 See, Exhibit PG&E-1 (Historical & Forecast Cost testimony, dated May 19, 2023) in
R.23-01-007.
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TABLE 2-4

CORRECTED MAY 19, 2023 TABLE 2

Line ACT FCST FCST FCST FCST FCST FCST FCST
No. Year 2023 2024 2025 2026 2027 2028 2029 2030
1 Engineering $44,444 $44,767 $39,047 $39,786 $41,178 $42,619 $44,111 $19,023
2  Loss Prevention $77,614 $78,178 $68,189 $69,479 $71,911 $74,427 $77,032 $33,220
3 Materials and Services $7,887 $7,944 $6,929 $7,060 $7,308 $7,563 $7,828 $3,376
4 Fuel Management $833 $839 $732 $746 $772 $799 $827 $357
5  Operations 76.292 76.847 67.028 68.296 70.687 73.161 75.721 32.655
6  Support Services*
7  Training - Development and Conduct $9,352 $9,420 $8,216 $8,371 $8,664 $8,968 $9,282 $4,003
8  Work Management 108,140 108,926 191.968 142.588 147.579 206.495 158.091 68.177
9  Total Nuclear Operating Costs
10  Capital $150,180 $150,052 $150,094 $154,312 $119,785 $123,977 $96,237 $20,751
11 Outage 46,841 46.841 96,961 50,177 51,933 107,502 55,632 23.991
12 Fuel
13 Total $735,837 $744,445 $893,139 $765,143 $751,996 $885,817 $773,478 $312,812

To present a comparison to Table 2 of the May 19, 2023 testimony, PG&E

translated Attachment A costs (which are in MWC format) sub-totaled at row 58 plus

capital costs for 2023 and 2024 into EUCG format. This translation is shown in

Attachment B, with annotations on the right-most column explaining the translation

of each line. The translation to the EUCG format was modeled after the Table 2

format so that all of the rows would be identical. Table 2-5 below shows the EUCG
formatted costs for 2023 through 2030.

TABLE 2-5

MAJOR WORK CATEGORY COSTS IN EUCG FORMAT

Line ACT FCST FCST FCST FCST FCST FCST FCST
No. Year 2023 2024 2025 2026 2027 2028 2029 2030
1 Engineering $48,918 $55,574 $47,168 $42,503 $40,961 $47,475 $40,637 $29,458
2 Loss Prevention $77,586 $85,971 $84,221 $84,840 $85,676 $89,324 $89,108 $75,079
3 Materials and Services $9,617 $7,247 $8,936 $7,629 $7,827 $9,531 $8,239 $5,072
4 Fuel Management $1,943 $2,381 $259 $226 $228 $224 $235 $360
5  Operations 79.497 82.235 80.479 94 880 94 538 91.589 95.526 64.246
6  Support Services*
7  Training - Development and Conduct $22,046 $18,430 $11,093 $11,071 $8,913 $7,789 $8,291 $7,426
8  Work Management 89,399 113,200 85,256 93.234 92.715 114,518 102,774 65,291
9  Total Nuclear Operating Costs
10  Capital $94,054 $199,695 $234,814 $176,347 $75,912 $44,481 $2,240 $0
11 Outage 75.304 70.526 128.310 44 267 45 816 94.839 49.079 0
12 Fuel
13 Total $957,913 $1,219,669 $1,176,109 $917,063 $807,906 $873,316 $756,588 $552,399

A variance analysis was also performed to compare between Table 2-4 and

Table 2-5. The differences are shown in Table 2-6 below.
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TABLE 2-6
EUCG FORMAT: VARIANCE BETWEEN TABLE 2-5 AND 2-6

ACT FCST FCST FCST FCST FCST FCST FCST

Year 2023 2024 2025 2026 2027 2028 2029 2030
Engineering (4,474) (10,807) (8,121) (2,717) 217 (4,856) 3,474 (10,435)
Loss Prevention 28 (7,793) (16,032) (15,361) (13,765) (14,897) (12,076) (41,859)
Materials and Services (1,730) 697 (2,007) (569) (519) (1,968) (411) (1,696)
Fuel Management (1,110) (1,542) 473 520 544 575 592 3)
Operations 3.205 5.388 13.451 26.584 23851 18.428 19.805 31.591
Support Services*
Training - Development and Conduct (12,694) (9,010) (2,877) (2,700) (249) 1,179 991 (3,423)
Work Management 18.741 4.274 106.712 49.354 54 864 91977 55317 2.886
Total Nuclear Operating Costs
Capital 56,126 (49,643) (84,720) (22,035) 43,873 79,496 93,997 20,751
Outage 28 463 23685 31,349 5910 6.117 12.663 6.553 23.991
Fuel
Total ($222,076) ($475,224) ($282,970) ($151,920) ($55,910) $12,501 $16,890  ($239,587)

When developing Table 2-4 information above for the May 19, 2023
testimony, the full extent of the transition costs were not finalized and not
included except for PG&E’s estimate at that time of project expenditures. This is
a recurrent explanation of variances across all of the EUCG cost categories.

The variances for each line are summarized below:

- Engineering: Incremental headcount requirements in support of plant
reliability, extended outage durations, and additional analyses required
for preparation of the license renewal request.

- Loss Prevention: Incremental security and fire department requirements

in support of plant safety and extended outage durations.
- Materials and Services: Incremental warehouse costs driven by

increased materials needed for higher maintenance work scope during
the extended refueling outages.

- Operations: Incremental headcount requirements in support of plant
reliability, training requirements for additional headcount, extended
outage durations, higher once-through cooling fees, increased radiation
protection costs and radwaste disposal costs.

- Support Services: Incremental information management system

maintenance costs, extended outage durations, increased human
resources and communications support, incremental business finance
and business operations headcount requirements in support of projects,
general reporting and cost recovery filings, increased pension and
benefit costs, and higher payroll tax costs associated with higher labor.
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- Training: Incremental headcount requirements in support of Operations,
Engineering, and Maintenance training needs.

- Work Management: Incremental headcount requirements in support of

plant preventive maintenance, project work scope, and extended outage
durations. The May 19, 2023 testimony also had an error on line 8
(Work Management) beginning in 2025 and extending through 2029.
The refueling outage costs on line 11 were included in line 8 but should
have been backed out since they are included on the Outage line of
Table 2-4.

- Capital: Refined project identification, cost estimates, and project
schedules have progressed since the May 2023 filing indicating the
need for earlier project implementation and a recognition that project
expenditures will fall off significantly as 2029 and 2030 approach for
shut down of Unit 1 and Unit 2, respectively.

-~ Outage: Earlier project implementation and increased preventive
maintenance have resulted in extended outage durations through 2025
and then significant reductions in duration beginning in 2026.

- Fuel: Market prices during the transition, accounting changes, and cost
recovery periods have changed since May 2023.

E. No Double Recovery of Common Costs From GRC
Among other items, COL 54 requires that PG&E:

[(1) Q]uantify the impact of DCPP’s extended operations on its common
costs relative to the amount approved in its 2023 GRCJ, (2)] demonstrate it
will not double count the common costs it proposes for recovery in its GRC

and [this application].?

A&G and Common General and Intangible (CGl) Plant common cost
recovery for the years 2023 through 2026 were resolved in PG&E’s 2023 GRC
D.12-11-069. As such, PG&E does not propose recovery of A&G or CGl costs
for the years 2023 through 2026 in this application. The A&G allocation by
PG&E functional area will be updated in PG&E'’s 2027 GRC, which is scheduled
to be filed on or before May 15, 2025. The A&G allocation to DCPP extended
operations, as determined in the 2027 GRC final decision, will be applied to the

5 D.23-12-036, pp. 132-133, COL 54.
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applicable DCPP extended operations applications for the years 2027 through
2030.

Typically, for cost-of-service ratemaking purposes, A&G and CGl common
costs are functionalized to various functions. To compute revenue requirements
by function, PG&E applies O&M labor factors to allocate common costs to its
functional areas, except for: (1) wildfire liability self-insurance, which is not
allocated to Electric Generation or Gas Operations; (2) non-wildfire liability
insurance, claims and settlements using a blended labor and plant factor; and
(3) non-nuclear property insurance using a plant factor. This cost allocation
method was adopted in the 2023 GRC. PG&E also presents its cost allocation
proposal to the Federal Energy Regulatory Commission (FERC) for approval.
FERC reviews the cost allocation through PG&E’s annual submission to recover
its costs for Electric Transmission under the previous proposed rates filings and
the most-recent established Formula Rate mechanism.

In consideration of DCPP extended operations, PG&E is in the process of
evaluating its cost allocation to determine an appropriate method to allocate
A&G costs to DCPP. A refined cost allocation methodology, which will be
included in PG&E’s 2027 GRC filing, follows cost causation principles, that is,
applying functionalized labor and plant ratios as allocation factors to A&G cost
category, to ensure A&G costs are allocated on an equitable basis during DCPP
extended operations period.

For illustrative purposes, as shown in Table 2-7 and Table 2-8, PG&E
presents a high-level hypothetical estimate of the A&G allocation to DCPP
extended operations during 2027-2030. The methodology for this calculation
uses the 2023 GRC adopted A&G total expense, escalating to the forecast years
based on IHS Markit A&G escalation factors for non-labor costs and wage
escalation for labor based on existing Labor Agreements. The total A&G
expense is then allocated to DCPP using the functional labor and plant ratios for
the years 2027 through 2030.
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IHS Markit A&G Non-Labor
Escalation Rate

Labor Escalation (per Current
Labor Agreements)

Medical (assumed D.23-11-069
adopted escalation rate)

Other Cost Category (i.e.,
Insurance, Settlements, and
Claims)

Non-Labor/Labor Weighting

Total A&G Expense

Non-Labor
Labor
Medical
Other

Total Company A&G Expenses

(excl. Wildfire Self-Insurance)

TABLE 2-7
ADMINISTRATIVE & GENERAL EXPENSE ESTIMATE ASSUMPTIONS

2026 Adopted 2027 2028 2029 2030
(D.23-11-069) Estimate Estimate Estimate Estimate
1.90% 1.96% 1.95% 1.94%
3.75% 3.75% 3.75% 3.75%
4.60% 4.60% 4.60% 4.60%
No Cost No Cost No Cost No Cost
Escalation Escalation Escalation Escalation
50%/50% 50%/50%
TABLE 2-8
ADMINISTRATIVE & GENERAL EXPENSE ESTIMATE AND ALLOCATION TO DCPP
(MILLIONS OF DOLLARS)
2026 Adopted 2027 2028 2029 2030
(D.23-11-069) Estimate Estimate Estimate Estimate
$539 $549 $560 $571 $582
$527 $546 $567 $588 $610
$232 $243 $254 $265 $278
$295 $295 $295 $295 $295
$1,593 $1,634 $1,676 $1,720 $1,765
- $204 $209 $215 $220

A&G Expenses Allocated to

DCPP

Regarding CGl, PG&E does not propose to recover CGlI costs in this

application as CGl is a capital ratebase item and SB 846 prohibits ratebase

treatment for DCPP extended operations costs.6

6

Pub. Util. Code § 712.8(h)(1).
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F. Avoided Costs and Societal Benefits of DCPP’s Extended Operations:

Resource Adequacy and GHG-Free Energy

This application presents PG&E'’s accounting of DCPP’s forecasted costs
through 2030. Additionally, CAISO energy market revenues are accounted for
and serve to offset the costs of operating DCPP. However, this accounting
structure does not present a complete picture of the benefits associated with
extending operations at DCPP. In particular, DCPP’s RA capacity attributes will
be allocated to Commission-jurisdictional LSEs paying for extended operations.
In an alternative scenario where DCPP’s RA capacity attributes were sold to
LSEs, and the associated revenues were used to offset DCPP’s operating costs,
the value of this benefit would be more clearly priced and accounted for.
However, D.23-12-036 adopted a framework allocating, rather than selling,
DCPP’s RA capacity attributes to Commission-jurisdictional LSEs. Accordingly,
in order to present a more complete accounting of the costs and benefits
associated with extended operations at DCPP, PG&E presents an estimate of
total cost savings (e.g., avoided costs) for LSEs resulting from receiving an
allocation of DCPP’s RA capacity attributes. This presentation is consistent with
the Commission’s determination that allocating DCPP’s RA capacity attributes
will provide financial benefits to ratepayers.”?

Additionally, SB 846 emphasizes that the extension of DCPP serves
multifaceted goals. The Legislature found and declared that:

Preserving the option of continued operations of the Diablo Canyon
powerplant for an additional five years beyond 2025 may be necessary to
improve statewide energy system reliability and to reduce the emissions of

greenhouse gases....8

As demonstrated below, operations at DCPP through 2030 is expected to
also offset a significant volume of GHG emissions that would be otherwise
produced by gas-fired generating resources inside and outside of California.
These reductions in GHG emissions can be translated into society-wide cost
savings that can be estimated using the social cost of carbon contained in the
2021 SB 100 Joint Agency Report.

D.23-12-036, p. 81.
Public Resources Code Section 25548(b) (emphasis added).
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Although the imputed values below will not be reflected in the DCPP NBC,
these are materially significant benefits which are expected to produce
substantial cost savings in the case of RA capacity and societal benefits in the
case of reduced GHG emissions. An allocation of DCPP’s RA capacity
attributes will facilitate cost savings for statewide customers and DCPP’s
generation output will reduce GHG emissions, which is a central policy goal of
the state of California and will also result in society-wide benéefits.

1. Resource Adequacy
In D.23-12-036, the Commission determined that an allocation of
DCPP’s RA capacity attributes should occur. This is primarily based on the
Commission’s findings that:

RA benefits constitute a substantial financial value and are already
attributed to DCPP operations. Those ratepayers that are paying for
extended operations at DCPP should, as a matter of equity, realize the
financial benefits of those extended operations, and those benefits
should be distributed to each utility in the same manner of DCPP

extended operations costs.9

Given the Commission’s conclusions, PG&E is providing an updated
calculation of the “financial value” (i.e., avoided costs or cost savings) of
providing DCPP’s RA capacity attributes to all Commission-jurisdictional
LSEs to meet their respective RA compliance obligations.

PG&E calculated the estimated cost savings using a forecast of the
monthly RA capacity amounts that are expected to be allocated to all
benefiting LSEs through 2030. This forecast is consistent with the
calculation of the RA substitution capacity cost forecast contained in
Chapter 4. Specifically, these monthly RA capacity amounts were multiplied
by an appropriate reference price benchmark. PG&E utilized the 2024
Power Charge Indifference Adjustment (PCIA) system RA market price
benchmark as it is the most recent available reference price published by
the Commission.

Based on these calculations, the estimated cost savings of allocating
DCPP’s RA capacity attributes are:

9

D.23-12-036, pp. 81-82.
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TABLE 2-9
RESOURCE ADEQUACY COST SAVINGS

(B)

(A) Number of (C) (D) = (A) * (B)
Net Qualifying Months RAis  Market Price *(C)
Line Capacity per Expected to Benchmark Cost Savings
No. Year Unit (MW) be Allocated®  ($/kW-Month) $000
1 2024 1,140 2 $15.23 $34,724
2 2025 1,140 16 $15.23 $277,795
3 2026 1,140 24 $15.23 $416,693
4 2027 1,140 24 $15.23 $416,693
5 2028 1,140 24 $15.23 $416,693
6 2029 1,140 22 $15.23 $381,968
7 2030 1,140 10 $15.23 $173,622

(@)

Based on the total number of months that RA is expected to be allocated. For
example, in 2025, the RA capacity from Unit 1 and Unit 2 is expected to be allocated
out for 12 months (Unit 1) and 4 months (Unit 2), respectively.

2. GHG-Free Energy

DCPP’s extended operations is expected to greatly benefit all of
California by significantly reducing the amount of natural gas generation in
the state, as well as California’s reliance on imports from other
GHG-emitting resources. Between 2024 and 2030, PG&E estimates that
over 34 million metric tons (MMT) of emissions will be avoided due to
DCPP’s extended operations, resulting in societal benefits (e.g., cost
savings10) of approximately $2.597 billion.11 PG&E'’s electric system
modeling presented below demonstrates the relationship between DCPP’s
generation output and the expected reduction in GHG emissions during
DCPP’s extended operations period.

a. Analytical Assessment of DCPP’s Extended Operations
PG&E conducted an analytical assessment using its PLEXOS
production cost modeling dataset from its 2022 California Gas Report.
This dataset simulates hourly electric demand throughout the Western
Electric Coordinating Council and determines the lowest cost electric

10 Note that while there are quantifiable benefits associated with reducing GHG
emissions—unlike RA capacity where the benefit is a utility avoided costs—the benefits
presented here are societal benefits.

11 For purposes of brevity, this value is associated with a social cost of carbon value using
a 3 percent discount rate.
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generation dispatch to serve electric demand while respecting regional
transmission topography and other system constraints. For purposes of
its analytical assessment, PG&E compared the dispatch of
CAISO-sourced natural gas generation and unspecified imported energy
to the CAISO between a scenario where DCPP retires according to its
current licenses and a scenario where the operations of DCPP Unit 1 is
extended through October 31, 2029, and the operations of DCPP Unit 2
is extended through October 31, 2030.

The results of the analytical assessment (Table 2-10) show that, if
DCPP operations are extended through 2030, its electric generation
would primarily displace natural gas generation (column B) and
unspecified imported energy (column C). In this table, natural gas GHG
emissions refer to fuel burned for electric generation at plants located
within the CAISO footprint. Unspecified imports are from GHG-emitting
generators located outside the CAISO and imported to serve CAISO
load using a methodology consistent with the Commission’s Integrated
Resource Planning (IRP) methodology.12

Further, based on these estimates, DCPP’s extended operations is
expected to reduce GHG emissions from natural gas generation and
imported energy by 17.37 MMT (column D) and 17.08 MMT (column E),
respectively, totaling 34.44 MMT (column F) of GHG emissions
reductions.

12 Commission, Inputs & Assumptions, 2022-2023 IRP (October 2023), p. 164,
<https://www.cpuc.ca.gov/-/media/cpuc-website/divisions/energy-division/documents/int
egrated-resource-plan-and-long-term-procurement-plan-irp-ltpp/2023-irp-cycle-events-a
nd-materials/inputs-assumptions-2022-2023 final document 10052023.pdf> (accessed
March 15, 2024).
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TABLE 2-10
ESTIMATED CHANGE IN ELECTRIC GENERATION AND GHG EMISSIONS DUE TO
DCPP’S EXTENDED OPERATIONS

(B)

(A) CAISO (©) (E)
CAISO Natural Unspecified (D) Unspecified
Nuclear Gas Imports to Gas Imports (F)
Line Generation Generation CAISO Emissions Emissions Total Emissions
No. Year (GWh) (GWh) (GWh) (MMT) (MMT) (MMT)
1 2024 1,494 (967) (535) (0.36) (0.23) (0.59)
2 2025 10,227 (5,758) (4,121) (2.19) (1.76) (3.96)
3 2026 18,103 (8,650) (8,478) (3.29) (3.63) (6.91)
4 2027 18,276 (9,368) (8,074) (3.56) (3.46) (7.02)
5 2028 17,364 (8,957) (7,594) (3.41) (3.25) (6.66)
6 2029 17,428 (7,989) (8,333) (3.03) (3.57) (6.60)
7 2030 7,147 (3,949) (2,765) (1.51) (1.18) (2.70)
8 Total 90,038 (45,639) (39,900) (17.37) (17.08) (34.44)

Note: Source — PG&E’s PLEXOS Model.
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As shown in Table 2-10 above, PG&E estimates a total reduction of
34.44 MMT of GHG emissions due to DCPP’s extended operations
(Table 2-10, column F). Further, PG&E estimates the societal benefits for
residents in California at approximately $2.597 billion, at a 3 percent
discount rate, with the extension of DCPP through 2030 (see Table 2-11).
PG&E determined the societal benefits by using the social cost of carbon
guidance published in California’s 2021 SB 100 Joint Agency Report.13
This report presents the social cost of carbon in 5-year increments and at 5,
3, and 2.5 percent discount rates. PG&E linearly interpolated the annual
societal benefits for 2024 through 2030 and adjusted the 2021 SB 100 Joint
Agency Report’s 2007 dollars to nominal dollars.14 For purposes of brevity,
Table 2-11 presents only the range of societal benefits at the 3 and
2.5 percent discount rates.

13 See 2021 SB 100 Joint Agency Report (March 2021), p.116,
<https://www.energy.ca.gov/publications/2021/2021-sb-100-joint-agency-report-achievin
g-100-percent-clean-electricity> (accessed Mar. 27, 2024).

14 S&P Market Intelligence Power Planner Service, Global IHS Markit Power Planner
Service Third-Quarter 2023 Forecast.
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TABLE 2-11
ESTIMATED SOCIETAL BENEFITS

(C) (D) (E)

(B) Social Cost Estimated Estimated

(A) Social Cost of Carbon Societal Societal
Avoided of Carbon 3% 2.5% Benefits 3% Benefits 2.5%
Line CO2 Discount Discount Discount Rate Discount Rate

No. Year (MMT) Rate ($/MT) Rate ($/MT) ($000) ($000)
1 2024 (0.59) 68.33 100.98 (40,537) (59,909)
2 2025 (3.96) 69.78 103.16 (276,123) (408,182)
3 2026 (6.91) 71.98 106.13 (497,743) (733,852)
4 2027 (7.02) 74.40 109.41 (522,154) (767,873)
5 2028 (6.66) 76.95 112.88 (512,756) (752,183)
6 2029 (6.60) 79.60 116.49 (525,385) (768,856)
7 2030 (2.70) 82.37 120.25 (221,983) (324,096)
8 Total (34.44) (2,596,681) (3,814,951)

As outlined above, DCPP’s extended operations represents a
substantial statewide benefit in GHG emissions reductions, including
reductions in local communities. Notably, analysis presented by PG&E in its
United States DOE — Community Benefits Plan shows that 49 percent of the
displaced natural gas generation would be sourced within Disadvantaged
Communities as defined by the federal census tracts.13

G. PG&E’s Proposal for an Allocation of Attributes Considering the Higher

Cost to Customers in the Operator’s Service Area

D.23-12-036 directed the allocation of attributes associated with DCPP’s
extended operations, notably RA capacity and GHG-free energy attributes.
Specifically, the decision directs that the RA capacity attributes be allocated
among the PG&E, SCE, and SDG&E service territories on the basis of the
12-month coincident peak load share methodology, and thereafter for Energy
Division to allocate the RA capacity attributes amongst all LSEs subject to the
Commission’s jurisdiction in each utility’s service territory, “as a load decrement
using a process that mirrors the Cost Allocation Mechanism process.”16
Additionally, the decision directs PG&E to offer all Commission-jurisdictional
LSEs “paying for extended operations of DCPP the ability to use their share of
DCPP’s GHG-free attributes for their power content label” and directs that:

15 See Diablo Canyon Power Plant — Community Benefits Plan (February 5, 2024), p. 16.
16 D.23-12-036, p. 137, OP 9.
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The existing process for voluntarily offering the GHG attributes of certain
resources to LSEs, as adopted in D.22-06-066, should be used as a

model.17

While SB 846 does not provide specific guidance concerning whether or
how the Commission should allocate DCPP’s attributes, the statute is not silent
on the issue. Section 712.8(q) states that, “the commission may consider the
higher cost to customers in the operator’s service area.” Importantly, the
allocation processes established by D.23-12-036 did not consider the higher
costs to customers in PG&E’s service area. Thus, PG&E proposes adjusting the
allocation of RA capacity and GHG-free energy attributes to
Commission-jurisdictional LSEs to account for the higher cost burden borne by
customers in PG&E’s service area. Such adjustments are consistent with the
higher burden of cost responsibility established in SB 846 for customers in
PG&E'’s service area.

In its consideration of an allocation of RA capacity attributes, the decision
states that “those benefits should be distributed to each utility in the same
manner of DCPP extended operations costs.”18 While the decision implements
allocation based solely on a 12-month coincident peak load share methodology,
that methodology incompletely comports with the reasoning that benefit
allocation should be consistent with cost allocation. This is because PG&E'’s
service area customers pay for an additional $6.50/MWh fee (2022 dollars)
pursuant to Section 712.8(f)(5), and SCE and SDG&E service area customers
do not. Considering this rationale, PG&E proposes that RA capacity and
GHG-free energy attribute allocations be effectively adjusted commensurate with
the amount corresponding to the total cost forecast ratios borne by customers in
each investor-owned utility’s service area after accounting for the additional
$6.50/MWh fee (2022 dollars) paid for solely by PG&E’s service area customers.
For example, customers in PG&E’s service area will pay approximately

48.6 percent of the total forecasted gross costs for DCPP’s extended operations,

17 4., p. 90.
18 D.23-12-036, pp. 81-82 (emphasis added).
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despite a 12-month coincident peak load share ratio of 45 percent.19 This

3.6 percent higher cost burden for those customers should be reflected in the
final attribute allocation amounts. For illustrative purposes, PG&E provides the
RA capacity attribute allocation amounts, in a month where both units are online
and have entered the period of extended operations, with and without an
adjustment due to the higher cost burden as follows:

TABLE 2-12
ESTIMATED RESOURCE ADEQUACY CAPACITY ATTRIBUTE ALLOCATION AMOUNTS

(A) (B)

Allocation Amount Allocation Amount
Before the Additional After the Additional
Line  Utility Service $6.50/MWh Cost $6.50/MWh Cost
No. Area Burden (MW) Burden (MW)
1 PG&E 1,026 1,108
2 SCE 1,019 953
3 SDG&E 235 219

To effectuate the final attribute allocation amounts, PG&E proposes that
these allocation ratios be updated annually in the DCPP cost recovery forecast
application proceeding based on the allocation ratios of total forecasted costs
after accounting for the additional $6.50/MWh fee (2022 dollars) paid for solely
by PG&E’s service area customers. This allocation adjustment should occur
with sufficient time to allow Commission staff to perform the allocation to
Commission-jurisdictional LSEs in each utility’s service area using the process
that mirrors CAM today. If possible, the entirety of this allocation process should
conclude prior to the delivery year in order to allow LSEs sufficient time to meet
their RA compliance requirements and any requirements to use the GHG-free
energy on their Power Content Labels.

In addition, the higher cost responsibility for PG&E’s service area customers
should also be reflected in the GHG-free energy attribute allocation amounts.

D.23-12-036 directs that “[t]he existing process for voluntarily offering the GHG

19

See, Table 12-4, Line 13, Column D (PG&E allocated costs plus PG&E’s specific VPF)
divided by Column G (Total costs). Total forecast gross cost for SCE is 41.8 percent
and for SDG&E, 9.6 percent. The 45 percent allocation refers to PG&E’s share of
statewide costs (see Table 12-2).
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attributes of certain resources to LSEs, as adopted in D.22-06-066, should be
used as a model.”20 Under that existing process:

PG&E offers LSEs within its service territory an allocated amount of
GHG-free energy generated by specified facilities corresponding to each

LSE’s ‘Allocation Ratio.21

Thus, PG&E proposes that for DCPP’s GHG-free energy attribute allocation,
the “Allocation Ratio” be similarly based on the allocation ratios for RA capacity.
Notably, PG&E is not in a position to determine the allocation amounts for LSEs
in SCE’s and SDG&E'’s service areas. Accordingly, PG&E proposes this data be
provided by Commission staff prior to each delivery year and in accordance with
PG&E’s executed agreements for allocating out DCPP’s GHG-free energy
attributes. This will better align LSE’s Power Content Label amounts associated

with DCPP with those LSE customers’ cost responsibility.

20

21

D.23-12-036, p. 90. PG&E assumes this is a typographical error, and the intended
reference is D.23-06-006, a decision that addresses processes to allocate GHG-free
energy attributes of large hydroelectric resources.

Ibid.
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CHAPTER 2, ATTACHMENT A

DCPP Nuclear Operating Expenses

AB GRC Expense $139,270 $339,963
AB Total $139,270 $339,963
AK GRC Expense $1,425,924 $2,077,622 $2,276,781 $1,533,504 S4 ($3) $2 S0 ($1)
DCTRMA $1,132,582 $1,112,799
DCEOBA $582,731 $2,315,124 $3,955,574 $4,583,451 $4,792,715 $4,473,399 $2,864,839
AK Total $1,425,924 $3,210,204 $3,972,311 $3,848,628 $3,955,578 $4,583,448 $4,792,717 $4,473,399 $2,864,838
BP GRC Expense $10,656,147 $13,182,407 $14,388,128 $7,377,784 $2 $12 ($18) ($1) 7
DCTRMA ($903,913) $12,055,541 $2,025,000 $2,025,000
DCEOBA $2,037,124 $21,987,842 $28,442,208 $24,555,083 $26,281,108 $25,137,740 $19,551,085
BP Total $10,656,147 $12,278,494 $28,480,793 $31,390,626 $30,467,210 $24,555,095 $26,281,090 $25,137,739 $19,551,092
BQ GRC Expense $45,496,920 $42,675,288 $45,540,041 $30,989,676 S4 ($1) (52) ($2) ($2)
DCTRMA $7,854,357 $10,859,661
DCEOBA $2,225,312 $25,103,366 $55,637,860 $55,765,295 $59,614,811 $59,487,135 $49,024,279
BQ Total $45,496,920 $50,529,645 $58,625,013 $56,093,042 $55,637,864 $55,765,294 $59,614,809 $59,487,133 $49,024,277
BR GRC Expense $80,323,231 $78,631,251 $80,901,775 $43,602,045 $6 ($9) ($10) $11 $2
DCTRMA ($164,013) $9,883,070
DCEOBA $2,349,135 $60,810,375 $104,380,800 $103,880,424 $109,590,084 $105,958,035 $66,733,579
BR Total $80,323,231 $78,467,238 $93,133,980 $104,412,420 $104,380,806 $103,880,415 $109,590,074 $105,958,046 $66,733,581
BS GRC Expense $108,622,294 $97,090,690 $91,456,820 $40,519,476 $17 ($10) ($11) ($14) ($8)
DCTRMA $1,012,667 $57,882,523 $290,723,496 $143,062,839 $43,020,183 $1,200,000
DCEOBA ($398) $5,442,579 $212,710,089 $266,640,555 $240,256,976 $243,965,898 $155,089,911 $73,401,653
BS Total $109,634,961 $154,972,815 $387,622,895 $396,292,405 $309,660,755 $241,456,966 $243,965,887 $155,089,897 $73,401,645
BS - Fuel DCTRMA
BS - Fuel Total
BS - License Renewal DCTRMA
BS - License Renewal Total
BT GRC Expense $17,215,450 $17,298,045 $16,291,145 $6,573,340 ($10) ($1) ($2) $7 $2
DCTRMA $33,405 $1,731,704 $16,231,163 ($39,667)
DCEOBA $3,107,735 $31,012,262 $36,251,445 $34,609,964 $34,297,845 $33,382,130 $28,350,883
BT Total $17,248,855 $19,029,749 $35,630,044 $37,585,602 $36,211,768 $34,609,963 $34,297,843 $33,382,137 $28,350,885
BU GRC Expense ($328,885) ($118,472) S0
BU Total ($328,885) ($118,472) $0
BV GRC Expense $30,493,505 $38,316,882 $35,078,323 $16,636,405 $6 $2 $4 ($0) ($6)
DCTRMA $27,193 ($537,180) $4,034,960 $85,301 $72,548 $73,326 $63,567 $45,289 $17,172
DCEOBA ($2,772,813) $25,366,680 $36,910,426 $39,757,055 $48,335,324 $39,040,852 $25,873,827
BV Total $30,520,698 $37,779,702 $36,340,471 $42,088,386 $36,982,980 $39,830,383 $48,398,895 $39,086,141 $25,890,993
EO GRC Expense ($21,318) ($54,336) ($48,050) ($47,959) ($51,869) ($54,780) ($57,690) ($60,600) ($57,190)
EO Total ($21,318) ($54,336) ($48,050) ($47,959) ($51,869) ($54,780) ($57,690) ($60,600) ($57,190)
IG DCTRMA $11,161 $43,348
DCEOBA $17,025,792 $55,276,510 $56,152,121 $56,796,449 $56,691,576 $57,664,291 $58,129,197 $46,472,581
NRCRBA $2,797,549 $2,744,436 $4,104,577 $3,884,529 $3,867,636 $3,704,627 $3,532,813 $3,772,293 $3,097,690
1G Total $2,808,711 $19,813,575 $59,381,087 $60,036,651 $60,664,085 $60,396,203 $61,197,104 $61,901,490 $49,570,270
|G - Fuel Administration ERRA $775,929 $822,673 $117,426 $57,841
IG - Fuel Amortization DCEOBA
IG - Fuel Total
oM GRC Expense 9,753,265 6,156,410 7,834,449 4,655,711
DCTRMA $457,849 ($6,577,261)
DCEOBA ($1,257,188) ($4,655,711)
OM Total $9,753,265 $6,614,258 $0 $0
[N GRC Expense $22,330,498 $24,078,560 $23,690,836 $13,136,588
DCTRMA $1,092,359 ($20,286,140)
DCEOBA ($3,404,696) ($13,136,588)
OS Total $22,330,498 $25,170,919 i $o
zC DCRBA $44,333,589 $33,289,625 $232,100 $232,100 $232,200 $1,074,200 $1,074,300 $1,074,300 $645,000
ZC Total $44,333,589 $33,289,625 $232,100 $232,100 $232,200 $1,074,200 $1,074,300 $1,074,300 $645,000
ERRA - Fuel ERRA

ERRA - Fuel Total

DCPP Expense Grand Total

1) |GRC Expense $328,903,850 | $322,418,746 | $321,514,826 | $168,861,099 |

2) [ERRA

3) |[DCTRMA

4) |pceosa $0 $17,025,393

5) |DCRBA $44,333,589 $33,289,625 $232,100 $232,100

6) |DOELBA - Before PEO ($1,822,815) (52,599,735) (51,642,261) ($1,308,268) (51,316,040) (5349,250)

7) |DOELBA - PEO S0 S0 $0 $0 0 (513,145,401) ($13,326,561) ($15,024,273) ($959,292)
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MwC

DCPP Expense Grand Total Less DOELBA

Funding Category

Before Period of Extended

Operations (PEO) and/or
Period of Extended
Operations (PEO)

CHAPTER 2, ATTACHMENT A

2023

2024

Transmission Before PEO 2,273,959 4,550,731 4,574,294 4,614,290
Amortization Before PEO $23,100,442 $31,327,000 $31,327,000 $19,500,000 S0 S0 S0 S0 S0
Results of Depreciation Before PEO $389,715,877 $405,860,864 $409,671,771 $330,638,425 S0 S0 S0 S0 S0
Operations A&G Allocation Before PEO $248,813,000 $200,161,093 $204,153,604 $113,064,198 S0 S0 S0 S0 S0
PEO S0 S0 Nl S0 Nl $204,141,583 $209,397,505 $196,927,022 $95,844,170
Expenses
Taxes Before PEO $58,710,000 $103,069,028 $50,131,598 $11,795,590 $6,731,594 S0 Nl S0 S0
PEO S0 $1,927,566 $8,774,751 $47,642,498 $66,823,882 $67,732,455 $70,113,273 $65,359,874 $41,486,940
Debt Financing Costs (Non-Nuclear Fuel Debt Financing PEO S0 S0 $172,594 $2,976,493 $2,256,714 $1,551,136 $2,256,714 $2,453,000 $1,263,000
Return / In- Net for Return Before PEO S 107,972,307 | $ 125,720,661 | $ 107,710,605 48,125,598 (270,503) N S0 S0 S0
Lieu of Return Fixed Payment PEO S0 S0 $8,354,913 $70,700,796 $105,662,843 $106,368,472 $107,582,131 $100,001,651 $46,228,835
Volumetric Performance Fee PEO S0 S0 $19,467,487 $140,142,950 $255,517,462 $263,135,624 $255,674,216 $266,989,002 $110,000,966
Resource  [Resource Adequacy Subsitution Before PEO $36,472,069 $50,075,576 N S0 N S0 S0 S0 S0
Adequacy PEO S0 S0 $8,507,291 $67,937,009 $51,013,415 $42,415,137 $76,413,971 $16,984,252 $33,907,847
Other Liquidated Damages Subaccount Funding PEO $0 $0 $25,000,000 $200,000,000 $75,000,000 $0 $0 $0 ($300,000,000)
Revenue Fees and Uncollectibles Before PEO $12,540,000 $12,703,000 $12,112,000 $7,474,000 Nl S0 S0 Nl Nl
RF&U PEO S0 $262,782 $153,519 $5,099,452 $274,692 $1,462,135 $3,603,121 $868,269 $3,697,997
Total Costs (Includes Confidential 2025-2030 Nuclear Fuel Amortization) Before PEO
PEO S0 $19,215,742
Total Market Revenues Before PEO ($1,181,608,028) ($1,194,912,000) ($1,068,967,379) (5428,281,665)
PEO $0 ($113,090,259)] ($699,901,093)] ($1,250,820,940)| ($1,234,182,191) ($1,139,149,191)| ($1,167,917,814)]  ($448,027,518)|
Net Total Before PEO (Includes Confidential 2025-2030 Nuclear Fuel Amortization) 2024-2030 Annual
Average
PEO - Extended Operations Proceeding Net Revenues Total (Includes Confidential
2025-2030 Nuclear Fuel Amortization)
Net Subtotals
$19,215,742 $160,948,655
Resource Adequacy Avoided Costs Savings PEO 50 50
Total Extended Operations Net Revenues (Includes Confidential 2025-2030 Nuclear
Fuel Amortization) S0 $19,215,742 ($192,082,745.13),
Societal
Benefits  |Greenhouse Gas Societal Cost Benefits PEO NA NA ($40,537,375) ($276,122,868) ($497,743,204) ($522,153,684) ($512,755,994) ($525,384,835)  ($221,983,314) ($370,954,467.60)
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A.

PACIFIC GAS AND ELECTRIC COMPANY
CHAPTER 3

2023-2025 FORECAST OPERATIONS AND MAINTENANCE

COSTS TO BE RECOVERED IN RATES

Introduction

Scope and Purpose

This chapter requests approval of Pacific Gas and Electric Company’s
(PG&E) Extended Operations’ operations and maintenance (O&M) expense
including base O&M expense, projects expense, nuclear fuel expense, and
retention expense for the period September 1, 2023 through December 31,
2025 (“record period”) for the safe and reliable operation of Diablo Canyon
Power Plant (Diablo Canyon or DCPP) to be recovered in customer rates.
As described in Chapter 1, the California Public Utilities Commission (CPUC
or Commission) has conditionally authorized extended operations at Diablo
Canyon until the following retirement dates: (i) for Unit 1, October 31, 2029;
(ii) for Unit 2, October 31, 2030.1

The forecasts presented in this chapter employ PG&E'’s General Rate
Case (GRC) cost structure whereby costs are presented in the Major Work
Category (MWC) view. Decision (D.) 23-12-036 also instructed that actual
(or forecastable) costs associated with Nuclear Regulatory Commission
(NRC) license renewal conditions and any Diablo Canyon Independent
Safety Committee (DCISC) recommendations for seismic safety upgrades or
related to deferred maintenance be included. There are no actual or known
forecastable costs for NRC license renewal conditions or any DCISC
recommendations during the record period.

Costs provided in this chapter are incremental costs to those authorized
in PG&E’s 2023 GRC D.23-11-023 and those funded by the Department of
Water Resources (DWR) loan and the U.S. Department of Energy (DOE)
Credit Award and Payment Agreement (CAPA) of implementing DCPP
extended operations. Costs presented in this chapter reflect what was

known as of January 2024.

1

D.23-12-036, p. 135, Ordering Paragraph 1.

3-1



—_

© 0o N o o A~ w N

10
11
12
13
14

15
16
17
18
19
20
21
22

Line

2. Summary of Request

a.

Expense

PG&E requests the Commission adopt its total extended operations
expense forecast, excluding nuclear fuel procurement, of
$498.34 million for the period September 1, 2023 to December 31,
2025.2 An overview of the expense forecast components is shown
below in Table 3-1. Fuel expense is confidential market sensitive
information and is excluded from the tables in this chapter. See Chapter
3 Confidential Attachment A for the Nuclear Fuel forecast.

TABLE 3-1
O&M EXPENSE
(THOUSANDS OF NOMINAL DOLLARS)

2023 2024 2025 Total Period
Cost Type Recorded Forecast Forecast Forecast

B WON-

O&M Expense - $6,121 $298,484 $304,605
Project Expense - 2,197 63,030 65,227
Retention Program Expense $17,025 55,277 56,210 128,512

Total O&M Expense (Excludes Nuclear Fuel $17,025 $63,596 $417,724 $498,344
Procurement)

b. O&M Expense

The O&M expense forecast reflects the incremental costs in excess
of the 2023 GRC O&M adopted amounts approved in D.23-11-069 and

the DWR loan for the period November 3, 2024 through

December 31,2025.

Projects Expense

The projects expense forecast reflects projects that historically

would have been classified as either capital or expense depending on
the project scope. Discrete scopes of work have been identified with

planned implementation schedules and cost estimates for each project.

The projects included in this extended operations application have the

bulk of the expense incurred after November 3, 2024. Projects with
most of the expense prior to November 2024 have been included in the

2

See Workpapers (WP) Supporting Chapter 3, p. 3-1 through 3-7.
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Diablo Canyon Transition Memo Account and are not part of this
proceeding.

d. Employee Retention Expense
The retention expense forecast reflects the proposed DCPP
retention program needed to retain the personnel necessary for safe
and reliable operation of the plant through the extended operations
period. The program headcount and forecast amounts for 2023 through
2025 are the same amounts presented in the DCPP Employee
Retention Program Application (A.) 23-10-009, pending CPUC approval.

B. DCPP Operations Overview

1. DCPP Background
Diablo Canyon is a 2,240 megawatt facility located 7.5 miles North of
Avila Beach in San Luis Obispo (SLO) County, California. The site consists
of approximately 12,000 acres of PG&E-owned land and the assets related
to two nuclear units, including a power block and related facilities. See
Figure 3-1 below.
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FIGURE 3-1
DIABLO CANYON POWER PLANT

The DCPP power block includes two nuclear units, each consisting of a
Westinghouse four-loop, pressurized water reactor coupled with a
steam-electric turbine generator, feed water systems and cooling water
systems. In addition to the unit-specific facilities, the common facilities
include: a nuclear fuel handling building, a radioactive waste storage
building, an auxiliary building containing emergency safety systems, and
various support systems. See Figure 3-2 for a picture showing nuclear fuel

offload at the spent nuclear fuel pool in the nuclear fuel handling building.
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FIGURE 3-2
NUCLEAR FUEL OFFLOAD AT THE SPENT NUCLEAR FUEL POOL IN THE NUCLEAR FUEL
HANDLING BUILDING

In addition to the power-block described above, Diablo Canyon facilities
include: an administrative building, a training building, maintenance shop
buildings, Independent Spent Fuel Storage Installation (ISFSI), Removed
Steam Generator and Removed Reactor Vessel Head Storage Facility, and
a warehouse. The warehouse holds consumables, spare parts, and
complete spare replacements for key components, such as: a reactor
coolant pump motor, main turbine rotors, and various safety system pumps.
The site has multiple communications systems, a vehicle fleet, office
equipment, and a high voltage switchyard.3 See Figure 3-3 for a picture
showing the 500 kilovolt (kV) switchyard.

3 The 500kV switchyard, into which the two electrical generators feed, is physically
located on the Diablo Canyon site; however, the associated costs for this facility are
included in electric transmission, which is not forecasted in this chapter.

3-5
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FIGURE 3-3
500KV SWITCHYARD

PG&E’s primary responsibility as the owner and operator of DCPP is to

generate power safely and reliably through cost efficient management of
plant and related assets. PG&E’s safety responsibility extends to the
general public, as well as to its employees. Plant safety is essential to the
successful operation of a nuclear power station. Due to PG&E’s effective
balancing of plant safety, reliability and cost control, the plant has performed
very well.

An important element of maintaining high safety standards while
continuously improving operations and managing costs is employee culture.
DCPP employees maintain a questioning attitude when developing,
reviewing, or making changes to plant Systems, Structures and
Components (SSC), programs and procedures. In addition to expecting
employees to affirmatively participate in the process of developing,
reviewing, implementing, and making changes to plant procedures and
processes, all employees are expected to continuously assess and improve
their performance. Employees critique their performance, compare their

3-6
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work to relevant industry best practices, participate in industry groups and
conferences, share operational information with others, and implement
changes when appropriate. Additionally, when necessary, employees solicit
vendor expertise to help assure unexpected conditions are investigated, and
important technical questions are answered.

In addition to employee culture, performance improvement is
continuously emphasized and evaluated by leadership through the
Performance Improvement Department. Performance improvement
elements include problem identification and resolution via the Corrective
Action Program (CAP), station improvement via operating experience,
human performance, self-assessment, benchmarking, and the Employee

Concerns Program.

Management Structure

PG&E’s Nuclear Generation organization, led by the Senior Vice
President (SVP) and Chief Nuclear Officer (CNO), is responsible for the
overall safe and reliable operation of DCPP. The DCPP Site Vice President
(VP), VP of Business and Technical Services, Director of Nuclear Quality
Verification (QV), Director of Strategy and Policy, and Manager of Employee
Concerns report directly to the SVP.

The Site VP is responsible for the overall safe operation of the station.
The Station Senior Director, Director of Nuclear Training and Accreditation,
Senior Director of Engineering, Projects, and Outages, and Director of
Security report to the Site VP.

The Station Senior Director is responsible for O&M. The Directors of the
Operations Services, Maintenance Services, and Nuclear Industry Relations
report to the Station Director.

The Senior Director of Engineering, Projects and Outages reports to the
Site VP and is responsible for providing Engineering services, Project
management service, and Outage planning and execution services. The
Director of each of these groups reports to the Senior Director.

The VP of Business and Technical Services reports to the CNO and is
responsible for DCPP financial planning and management, Performance
Improvement and Innovation, Risk and Compliance Management, Strategic
Initiatives, License Renewal, Nuclear Fuel Procurement and Spent Fuel

3-7
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Management and Decommissioning/Trust Fund, and Regulatory
Proceedings. The Director of each of these groups reports to the VP of
Business and Technical Services.

The Director, QV reports to the CNO and is responsible for management
of the Quality Assurance (QA) Program and for assuring that the QA
Program is implemented and complied with by all involved organizations,
both internal and external to PG&E. The Director, QV is responsible for
independent review and oversight of operations, corrective action, plant
support, engineering, procurement, and maintenance activities performed by
or for DCPP.

The Manager of Employee Concerns is responsible for managing
DCPP’s Employee Concerns Program which is a resource available to all
nuclear generation employees that provides an independent and alternative
method for reporting concerns related to nuclear safety, nuclear quality, and
safety conscious work environment. The Manager of Employee Concerns
reports to the SVP and CNO.

C. Key Metrics and Other Performance Measures
PG&E provides an explanation of its own key metrics and performance
measures that it uses to ensure that expenditures at DCPP are reasonable

usage of customer costs.
1. Safety

a. Reactor Oversight Process

The safe operation of Diablo Canyon is PG&E’s number one priority
for the facility. Assigned NRC resident inspectors are located physically
at DCPP provide daily inspection activities of all nuclear activities. The
NRC'’s Reactor Oversight Process (ROP) is the process through which
the NRC measures nuclear safety, regulatory compliance, and
recognition for compliance with safety requirements. The NRC initiated
this process in April 2000 to: (1) evaluate the overall safety
performance of the operating commercial nuclear reactors based on
objective performance data and NRC inspections; and (2) communicate
those results to plant management, the public and other government

agencies. The process includes one strategic performance area,
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Reactor Safety, consisting of seven cornerstones. These seven
cornerstones consist of one or more performance indicators as shown in
Table 3-2. In addition, the NRC conducts periodic inspections of the
seven cornerstones. DCPP Units 1 and 2 have generally performed
well in each of these seven areas.

Table 3-2 below, shows PG&E'’s level of performance in the ROP
Strategic Performance Area. Green, “Licensee Response Band,” is the
highest level of performance and indicates licensee performance is
acceptable and the cornerstone objectives are being met. PG&E
reports Diablo Canyon Unit 1 and 2 performances for each of the
17 performance indicators to the NRC on a quarterly basis. DCPP
Units 1 and 2 have a rating of “green” for each of the ROP Performance
Indicators.
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TABLE 3-2

NRC ROP - REACTOR SAFETY
(AS OF FOURTH QUARTER 2023)

Line Current PG&E
No. Seven Cornerstones Performance Indicators Performance

1 Initiating Events Unplanned Reactor Trips Green

2 Unplanned Power Changes Green

3 Unplanned Reactor Trips with Green
Complications

4 Mitigating Systems Safety System Functional Failures Green

5 Emergency Alternating Current Power | Green
System

6 High Pressure Injection System Green

7 Heat Removal System Green

8 Residual Heat Removal System Green

9 Cooling Water System Green

10 Barrier Integrity Reactor Coolant System Activity Green

11 Reactor Coolant System Leakage Green

12 Emergency Preparedness Drill/Exercise Performance Green

13 Emergency Response Organization Green
Drill Participation

14 Alert and Notification System Green

15 Occupational Radiation Safety | Occupational Exposure Control Green
Effectiveness

16 Public Radiation Safety Radiation Effluent Technical Green
Specifications/Offsite Dose Calculation
Manual Radiological Effluents

17 Security Protected Area Equipment Green

b. Personnel Safety

In addition to public safety, PG&E is also strongly focused on the

safety of the PG&E employees and contractors working at

Diablo Canyon. PG&E measures personnel safety at DCPP by the

Occupational Safety and Health Administration lost workday rate. As

shown in Figure 3-4 below, DCPP personal safety performance

demonstrated continuous improvement with a record of zero in the most

recent recorded year, 2023.
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Radiation Protection

PG&E measures collective radiation exposure at DCPP by
Person-REM (Roentgen Equivalent Man), a unit of absorbed doses of
radiation, or the collective radiation exposure when summed across all
site personnel. Figure 3-5 below shows DCPP’s consistent performance
for 2021 through 2023. The Unit 1 measurement for 2022 is greater
than the 2021 measurement as a result of the nuclear refueling outage
that occurred in the Spring of 2022, known as outage 1R23. There was
no nuclear refueling outage for Unit 1 in 2021. The Unit 1 measurement
for 2023 is greater than the 2021 and 2022 measurements due to the
Unit 1 refueling outage that occurred in the fall of 2023, known as
outage 1R24. Work performed during 1R24 was greater in scope as
compared to the 1R23 outage in 2022 as the 1R24 outage included
additional inspections to extend the life of DCPP Units 1 and 2 to
October 2029, and 2030, respectively, as required under the NRC’s
license renewal application process. As a general matter, when
comparing a Units’ measurement between an outage year and a
non-outage year, the measurement in an outage year is greater than a
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non-outage year due to hundreds of PG&E and contract employees
performing work in the radiologically controlled area of the unit, which,
outside of an outage, has very limited access.

FIGURE 3-5
DIABLO CANYON POWER PLANT
COLLECTIVE RADIATION EXPOSURE
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d. Physical Security
DCPP is intensely dedicated to fulfilling the federal requirements of
all nuclear power facilities by maintaining a security program committed
to preventing radiological sabotage and the theft of special nuclear
material. The Security Program and DCPP facility and its security
features are periodically inspected by the NRC to assure compliance.

Reliability

PG&E strives to achieve maximum output from DCPP consistent with
the safety priorities described above. DCPP is a significant supplier of
electricity to PG&E’s customers and tracks various reliability based metrics
including capacity factor and net generation. The net capacity factor of a
power plant is the ratio of the actual output of a power plant over a period of
time and its potential output if it had operated at full maximum dependable

3-12
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capacity the entire time. Figures 3-6 and 3-7 below provide the capacity
factors for DCPP Units 1 and 2 between 2021 and 2023.

Net generation is the amount of electricity generated by a power plant
that is transmitted and distributed for consumer use. Net generation is less
than the total gross power generation as some power produced is
consumed within the plant itself to power auxiliary equipment such as
pumps and motors. Figure 3-8 shows DCPP net generation.

FIGURE 3-6
CAPACITY FACTOR (%) — UNIT 1
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FIGURE 3-8
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D. Extended Operations Forecast September 1, 2023 to December 31, 2025

Estimating Method

Provider Cost Center Costs and Standard Labor Rates

PG&E developed its O&M forecast for 2024 through 2025 by
starting with recorded 2023 staffing and straight-time labor costs by
Provider Cost Center (PCC).4 From recorded 2023 staffing, we then
adjusted for changes in staffing with consideration given to the need for
additional equipment preventive maintenance (PM), anticipated attrition
from an aging workforce, incremental training needs for new hires,
considerable project work scope to assure equipment reliability and
plant safety, and extended duration nuclear refueling outages for
implementation of the projects and execution of the preventive
equipment maintenance. The staffing plan is then converted to straight
time hours. Overtime hours are based on a review of recorded 2023
non-outage and outage overtime.® The outage incremental over time
hours are determined for each PCC based on planned maintenance and
support work for the upcoming outages.® The non-labor costs for each
PCC consist of department materials and employee expenses. These
costs are generally averaged for recent history, and escalation rates are
applied to account for inflation. All hour projections are then converted
to labor dollars by multiplying by the average pay for each job group.
The summation of the straight-time labor, overtime labor and non-labor
PCC costs, are then divided by total productive (billable) hours to
determine a standard rate for each PCC. This same process was
repeated for each year.

The total work planned encompasses all base expense, plant

upgrade projects, and non-earnings memo and balancing accounts.

See WPs Supporting Chapter 3, p. 3-35 to 3-36.

See WPs Supporting Chapter 3, p. 3-10, for hours required for all planned work.
See WPs Supporting Chapter 3, p. 3-11, for outage incremental costs (labor and
non-labor).
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2. O&M Expense

a.

Expense Labor Costs

Expense O&M labor costs are determined by multiplying expense
hours by the PCC standard rate to determine expense labor charges.
The productive expense hours are developed by subtracting hours
charged to non-expense orders from the total productive billable hours.

Expense Non-Labor Costs

Expense non-labor costs are comprised of materials, contracts and
other costs. The O&M non-labor costs are charged directly to orders and
are estimated based on a combination of trending and specifically

identified non-recurring costs.
O&M Expense by Major Work Category

1) MWC BU - Procure DCPP Plant Materials and Supplies

The Procure Plant Materials and Supplies MWC BU consists
only of (over) or under cleared material handling and procurement
costs. These costs are cleared out to O&M based on
the historical percentage of materials in these organizations.
Clearing methodologies attempt to clear these costs completely by
the end of each year.

No costs were projected for MWC BU in the extended

operations record period because all costs will be cleared to O&M.

2) MWC AK - Manage Environmental Operation

TABLE 3-3

O&M EXPENSE FORECAST — MWC AK MANAGE ENVIRONMENTAL OPERATION COSTS

(THOUSANDS OF DOLLARS)

Line
No. MWC 2023 2024 2025
1 AK - $583 $2,315

The Environmental group manages the DCPP Environmental
Protection Programs mandated by federal, state, and local
regulations. These programs include air quality, pollution
prevention, water quality, offshore monitoring, radiological
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environmental monitoring, and storage tank integrity. MWC AK
includes non-labor costs for the Receiving Water Monitoring
Program as a requirement of our water use permit, Operations
support at the Intake facility, and waste treatment and disposal for
hazardous, industrial, and mixed waste products. This MWC also
includes various fees and permit costs to oversight groups including
the Department of Fish and Game, National Pollution Discharge
Elimination System, SLO County, and the state of California.”

3) MWC BP - Manage DCPP Business

TABLE 3-4

O&M EXPENSE FORECAST - MWC BP MANAGE DCPP BUSINESS

(THOUSANDS OF DOLLARS)

Line
No. MWC 2023 2024 2025
1 BP — $2,037 $21,988

MWC BP includes labor costs for Facilities Maintenance, Risk
and Compliance, General Administrative services, and Strategy and
Policy departments. It also includes non-labor costs for STARS
fees, DCISC member fees and related costs, Institute of Nuclear
Power Operators (INPO) fees, Nuclear Energy Institute (NEI) fees,
Edison Electric Industry (EEI) dues, and Nuclear Safety Oversight
Committee (NSOC) fees.8 STARS is an alliance of southwestern
nuclear facilities. DCISC is a 3-person Committee charged by the
state of California with reviewing and making recommendations
concerning the safety of operations at DCPP. INPO is a private
nuclear industry oversight organization. NEI is a private nuclear
education and policy organization. PG&E is requesting only
50 percent of the NEI fees in accordance with the cost recovery
determinations of GRC outcomes. The other 50 percent of NEI fees

See WPs Supporting Chapter 3, p. 3-8, for the forecast details. Balancing Account
Receiver Cost Center (BA_Rec_CC) 14356 reflects the extended operations request
amount. BA_Rec_CC 14357 reflects the transition memo account amounts.

See WPs Supporting Chapter 3, p. 3-8, for the forecast details.
3-17
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are borne by PG&E shareholders as “Below-the-line” items. EEl is
an association of U.S. shareholder-owned electric utilities. It
provides public policy leadership, critical industry data, strategic
business intelligence, and conferences and forums. NSOC is a
regulatory required nuclear oversight committee charged with
reviewing and making recommendations concerning the safety of
operations at DCPP. This MWC also includes charges for the Land
Management Program and property leasing.

4) MWC BR - Operate DCPP Plant

TABLE 3-5

O&M EXPENSE FORECAST - MWC BR — OPERATE DCPP PLANT COSTS

(THOUSANDS OF DOLLARS)

Line
No. MWC 2023 2024 2025
1 BR — $2,349 $60,810

MWC BR consists of the following groups: Operations Services,
Chemistry Department, and Radiation Protection. Each of these
groups and the work that they perform are described below.

Operations Services includes operation of the plant, radiation
control, monitoring of plant chemistry, managing radioactive waste
and hazardous waste generation, nuclear fuel movement and
reactor physics testing.

The Chemistry Program includes plant chemistry control for
Units 1 and 2, as well as radiological effluent monitoring and control
for the DCPP site. Chemical control is the process of establishing
and maintaining a prescribed set of chemical parameters to prevent
or minimize corrosion and/or deposition on system components.

Radiation Protection provides oversight for control of radioactive
material and support to plant workers on radiation safety. The
primary focus of this section is to maintain radiation dose received
by workers as low as reasonably achievable. This is accomplished
by minimizing radiation levels in the plant through engineering
controls, radiation shielding and controlling plant chemistry.

3-18
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Radiation Protection also provides oversight and guidance to plant
workers to help assure work practices minimize radiation dose.

In addition to labor, this group also incurs fees for Once
Through Cooling Mitigation fees to the State of California. DCPP
maintains chemical parameters by using chemical additives or by
minimizing the ingress of impurities into the systems. PG&E
maintains chemical control of the Units 1 and 2 reactor coolant
systems, the secondary systems including Steam Generators, and
auxiliary systems, such as the service cooling water and component
cooling water systems. In addition, PG&E generates all necessary
water with an on-site reverse osmosis system for use in all plant
systems. Finally, this MWC includes contract costs for radioactive
waste monitoring and disposal, dosimetry analysis, and chemical
analysis and disposal.®

5) MWC BQ - Loss Prevention

TABLE 3-6

O&M EXPENSE FORECAST - MWC BQ - LOSS PREVENTION COSTS

(THOUSANDS OF DOLLARS)

Line
No. MWC 2023 2024 2025
1 BQ - $2,225 $25,103

The Loss Prevention MWC BQ is comprised of the Security and
Emergency Planning departments. The Security Operations group:
(1) implements NRC requirements; (2) formulates tactical
responses; (3) implements searches; (4) assesses barriers; and
(5) evaluates alarm monitoring to make certain that safeguards are
effective on a continuous basis.

The Emergency Planning Department administers the
Emergency Plan, which is a condition of the plant license. As such,
Emergency Planning is a heavily-regulated program, with the basis
for our emergency plan found in the 16 planning standards in

See WPs Supporting Chapter 3, p. 3-8, for the forecast details.
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10 C.F.R. § 50.47(b), and NUREG-0654, Criteria for Preparation
and Evaluation of Radiological Emergency Response Plans. This
includes such things as plans, processes, procedures, facilities,
equipment, training, and drills, all in support of protecting the health
and safety of the public in the event of a radiological emergency.

In addition to labor, this MWC includes non-labor costs for
weather forecasting and modeling, emergency plan public
education, and emergency plan drill preparation and simulation.
MWC BQ also includes various fees to the Office of Emergency
Services and Federal Emergency Management Agency.10

6) MWC BS — Maintain DCPP Plant Assets

TABLE 3-7

O&M EXPENSE FORECAST — MWC BS — MAINTAIN DCPP PLANT ASSETS

(THOUSANDS OF DOLLARS)

Line
No. MWC 2023 2024 2025
1 BS - $3,245 $149,680

The Manage DCPP Assets MWC BS includes groups and
sections within the Maintenance Department, Outage Management
Department, Business Operations, License Renewal, and Project
Services group.

The Maintenance Department plans and performs PM,
corrective maintenance (CM), and maintenance surveillance testing
of DCPP mechanical, electrical, and Instrument and Control
equipment.

The Outage Services section provides consistent application of
Project Management methodology for nuclear refueling outages
including planning, scope alignment, scheduling services, cost
estimation and monitoring, and resource adequacy evaluation.

The Business Operations section provides budget and forecast
assistance and analysis for all Departments and Project Services

10 see WPs Supporting Chapter 3, p. 3-8, for the forecast details.
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and maintains forecast and governance financial tools, policies and
procedures consistent with effective cost management practices.

The License Renewal section plans and implements all work
scope associated with renewal of the DCPP license including
establishing aging management programs, preparing for NRC audits
and inspections and meeting all commitments of regulators. The
cost of License Renewal activities is recovered as a transition cost
and is not included in PG&E's cost recovery request in this
application.

The Project Services section provides consistent application of
Project Management methodology for DCPP projects. Project
Services assigns project managers that play a key role to
proactively replace and/or maintain the original equipment of the
plant. Additional considerations for assigning project managers are
made if the project has implementation or financial risk, requires
significant coordination, or involves regulatory commitments.
Expense projects included in MWC BS are concrete repairs and
snubber maintenance. Projects formerly included in Capital are now
expensed and are also reflected in this MWC. See Projects
Expense testimony and tables in section D.3 below.

In addition to labor, this MWC includes repair and maintenance
services for all non-power block buildings and facilities and does
minor project work. Due to new security and environmental
demands, the group increasingly addresses land maintenance
issues. In addition, this section manages a significant number of
support service contracts for such areas as: janitorial services,
rental needs, trash collection for all offices and work areas,
restrooms, cafeterias, sewer maintenance, and infrastructure
maintenance. Costs for charges from other PG&E functional areas
are also included in this MWC for transmission line and substation

equipment maintenance.11

11 See WPs Supporting Chapter 3, p. 3-8, for the forecast details excluding project costs
detailed in section 3.a through 3.h below.
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7) MWC BT - Enhance DCPP Personnel Performance

TABLE 3-8

O&M EXPENSE FORECAST — MWC BT — NUCLEAR GENERATION FEES

(THOUSANDS OF DOLLARS)

Line
No. MWC 2023 2024 2025
1 BT - $3,117 $31,012

The Enhance DCPP Personnel Performance MWC BT consists
of the Performance Improvement, Learning Services, QV, and
Regulatory Services departments.

The Performance Improvement section has overall
programmatic responsibility for performance improvement at DCPP.
Performance improvement elements include problem identification
and resolution via the CAP, station improvement via operating
experience, human performance, self-assessment, benchmarking,
and the Employee Concerns Program. They also maintain and
trouble shoot business process system issues.

The Learning Services Department manages the preparation
and delivery of employee training specific to the nuclear industry
and manages training facilities. These training programs result in
industry certification recognition for the Operators, Maintenance
Workers, Technicians, and Engineers.

The QV Department has overall responsibility for independent
quality oversight of DCPP plant operations, maintenance, radiation
protection, chemistry, EP, environmental protection plan, fithess for
duty, engineering, design, procurement, outage management, work
control, and Strategic Projects. This includes independent
QA audits, assessments, reviews, quality control inspections,
welding non-destructive examinations, source assessments, and
supplier audits.

The Regulatory Services section manages the process for
maintaining the DCPP NRC facility operating licenses, including the

preparation of all correspondence related to maintaining those
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licenses. This section also manages PG&E’s participation in NRC
inspection activities. They provide NRC inspectors with unfettered
access to PG&E personnel and plant operation and design
information and address any issues that may arise.12

8) MWC BV - Maintain DCPP Plant Configuration

TABLE 3-9
O&M EXPENSE FORECAST — MWC BV — MAINTAIN DCPP PLANT CONFIGURATION COSTS
(THOUSANDS OF DOLLARS)

Line
No. MWC 2023 2024 2025
1 BV - $(2,773) $25,367

The Maintain Plant Configuration MWC BV consists of
Engineering and Strategic Projects.

The Engineering Department’s fundamental responsibility is to
maintain the configuration of the plant. Configuration management
is essential to continuing the health and regulatory compliance of
the plant SSCs. Safe operations and NRC regulations require
nuclear plants to examine all potential changes to plant SSCs. This
ensures that plant operations will not be compromised and
complete, accurate, up-to-date records will be maintained.

The Strategic Projects Department has only minor expense
amounts, with its primary focus on implementation of long term
reliability (plant upgrade)projects funded in MWC BS.

In addition to labor, MWC BV includes non-labor costs for
Electric Power Research Institute dues, Pressurized Water Reactor
Owners Group dues, and various reactor equipment inspection
contract costs.13

12 See WPs Supporting Chapter 3, p. 3-9, for the forecast details.
13 See WPs Supporting Chapter 3, p. 3-9, for the forecast details.
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9) MWC OM - Operational Management

TABLE 3-10
O&M EXPENSE FORECAST — MWC OM - OPERATIONAL MANAGEMENT COSTS
(THOUSANDS OF DOLLARS)

Line
No. MWC 2023 2024 2025
1 oM - $(1,257) $(4,656)

The Operational Management MWC OM consists of Directors
and VPs of all individual departments at DCPP who charge their
time to specific orders. In essence, these leaders manage the work
forecast in the other expense and capital MWCs. Beginning in
2024, this MWC is being eliminated and the costs are being
accumulated in various other MWC that the leaders manage. The
Station Director is now in MWC BS. The Strategy and Policy
Director is now in MWC BP. The Senior Director of Engineering and
Projects is now in MWC BV. The VP of Decommissioning and
Technical Services in now in MWC BP. The costs in the 2024 and
2025 extended operations record period are credits due to the
MWC OM classification in the 2023 GRC.14

10) MWC OS - Operations Support

TABLE 3-11
O&M EXPENSE FORECAST — MWC OS — OPERATIONAL SUPPORT COSTS
(THOUSANDS OF DOLLARS)

Line
No. MWC 2023 2024 2025
1 (0K - $(3,405) $(13,137)

The Operations Support MWC OS consists of numerous
support organizations including: QV, Regulatory Services, Learning
Services, Outage Management and Work Control, General Clerical,

and Emergency Services. In essence, the people in these

14 see WPs Supporting Chapter 3, p. 3-9, for the forecast details.
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organizations support the work forecast in the other expense and
capital MWCs. Beginning in 2024, this MWC is being eliminated
and the costs are being accumulated in various other MWC
applicable to these departments. QV, Regulatory Services, and
Learning Services are now in MWC BT. Outage Management and
Work Control are now in MWC BS. General Clerical is now in
MWC BP. Emergency Services in now in MWC BQ. The costs in
the 2024 and 2025 extended operations record period are credits
due to the MWC OS classification in the 2023 GRC.15

Projects Expense

The forecasts presented in this chapter were developed through DCPP’s
Preventative Maintenance Optimization Program ++ (PMO++). PMO++ was
established after the approval of Senate Bill (SB) 846 to take a holistic look
at the site’s readiness to operate beyond the initial 40-year licenses.
Integral to the conduct of PMO++ was a review of equipment and system
health and prioritizing future work scopes, with key focus on the near-term
nuclear refueling outages 1R24 in October and November 2023 and 2R24 in
2024. One of the significant activities performed by the PMO++ team was a
review of past PM frequency changes made as a result of impending plant
closure, CM work orders that had been extended beyond 2025, and
approved PM change requests (PMCR) that had been analyzed as not
having to be performed prior to end of license dates of 2024/2025 for Units 1
and 2, respectively. These PMs were related to non-critical equipment and
non-safety related SSC). The PMO++ initiative was conducted between
December 2022 and May 2023. With respect to PM tasks, approximately
90 new PMCRs were generated to change frequencies or reactivate PMs
resulting from the previous PMO initiative.

The projects identified through PMO++ were then estimated using
vendor inputs, subject matter expert input, standard PG&E labor hour
estimates for various project classifications, and analogous historical

projects.

15 See WPs Supporting Chapter 3, p. 3-9, for the forecast details.
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The strategic projects are summarized below16:

a. Instrument and Control Systems
Scopes of work that support the reliable operations of the different
instrumentation and control systems throughout the plant that manage
nuclear instruments, plant control and protection systems, and other
balance of plant systems. The projects in this group total $22.0 million
and include the following:

16 See WPs Supporting Chapter 3, p. 3-12 and pp. 3-13through 3-34, for further
information on these projects.
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INSTRUMENT AND CONTROL SYSTEMS
(THOUSANDS OF DOLLARS)
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Line

No. Item Title 2024 2025
1 5282338 U2 Tricon Control Systems Migration - $3,158
2 5282537 U2 RVLIS/TMS $50 1,780
3 5282539 U2 Allen Bradley Contrologix - 647
4 5282543 U2 10% Steam Dump Controls 11 22
5 5282546 U2 Movable Incore Detector System - 2,416
6 5282547 U1 FWP Controls - 2,275
7 5282549 U1 LEFM Ultrasonic Monitor - 1,288
8 5282574 U2 AMSAC - 611
9 5282577 U1 NIS Drawers 630 5,760
10 5282578 U2 NIS Drawers - 3,350
11 Total $691  $21,307

b. Intake Pumps, Motors, and Equipment
These Projects activities include work to enhance the reliability of
the intake cooling system that provides cooling water required for the
operation of the plant. The projects in this group total $0.9 million and
include the following:

TABLE 3-13
PROJECTS FORECAST - INTAKE PUMPS, MOTORS AND EQUIPMENT COSTS
(THOUSANDS OF DOLLARS)

Line

No. ltem Title 2024 2025
1 5281476 U2 Traveling Screen Frame Repl - $860
2 5283512 U1 CWP 1 1 Motor Stator Rewind — 79
3 Total - $939

c. Main Generator Turbine
These Projects activities include work to maintain reliability of the
main generator and turbines to generate electricity from the main steam
system. The projects in this group total $2.7 million and include the
following:
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TABLE 3-14
PROJECTS FORECAST — MAIN GENERATOR TURBINE COSTS
(THOUSANDS OF DOLLARS)

Line
No. Item Title 2024 2025
1 5282656 U1 Main Generator Voltage Regulator Repl - $2,650
d. Motors
These Projects activities include work that support larger motors
throughout the site that service critical systems such as the primary loop
system, circulating water pumps, or other systems. The projects in this
group total $6.4 million for various Unit 1 motors — all expense in 2025.
TABLE 3-15
PROJECTS FORECAST — MOTOR COSTS
(THOUSANDS OF DOLLARS)
Line
No. ltem Item title 2024 2025
1 5283773 U1 CWP Motors Refurb Program - $1,000
2 5283779 U1 RHR Motors Refurb Program - 2,400
3 5283781 U1 CCW Motors Refurb Program - 3,000
4 Total - $6,400

e.

Other Electric Equipment, Cable, and Systems

These Projects activities include work that support other balance of
plant electric equipment, cabling and systems that manage the balance
of plant. These systems include the 500kV switchyard, DC Power
system, or 12kV electrical system. The projects in this group total
$1.1 million and include the following:
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TABLE 3-16
ROJECTS - OTHER ELECTRIC EQUIPMENTS, CABLE, AND SYSTEMS COSTS
(THOUSANDS OF DOLLARS)

ltem Title 2024 2025

1

5282032 U1 Replace 500KV Tie Line Relays $151 $911

f. Other Mechanical Equipment and Piping Systems

These Projects activities include work that support the reliable
operation of the mechanical related equipment and piping systems for
the balance of plant required to produce energy. These systems include
the condensate booster pump, main condenser, feedwater heaters, and
containment fan cooling units. The projects in this group total
$22.2 million and include the following:

TABLE 3-17

O&M EXPENSE FORECAST — OTHER MECHANICAL EQUIPMENT PIPING SYSTEMS COSTS

(THOUSANDS OF DOLLARS)

Line

No. ltem Title 2024 2025
1 5281655 U1 Condenser Waterbox&Tubesheet Coat PH2 $28 $2,110
2 5281656 U2 Waterbox&Tubesheet Coatings PH 2 - 2,136
3 5281693 U1 Cond BoosterPump 1 2 Pedestal 35 1,323
4 5282334 U1 Main Condenser SW Exp Jnt Repl 1R25 50 1,872
5 5282585 U2 Strategic Feedwater Heater Repl - 3,000
6 5282593 U2 CRVS Condensers - 1,740
7 5282605 U2 Main Condenser SW Exp Jnt Repl 2R25 - 1,368
8 5282658 U1 Main Condenser Retube - 5,500
9 5284892 U1 Strategic Feedwater Heater Repl 1R27 - 3,000
10  Total $113  $22,049

g. Reactor Vessel and Radiological Control Projects Costs
These Projects activities include work to support the reliable
operation of the reactor vessel and the reactor coolant pumps. The
efforts include upgrades to the rod control motor, manipulator crane, and
reactor coolant pump seals. The projects in this group total $6.5 million
and include the following:
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TABLE 3-18
PROJECTS FORECAST — REACTOR VESSEL AND RADIALOGIAL CONTROL PROJECTS
COSTS
(THOUSANDS OF DOLLARS)

Line
No. ltem Title 2024 2025
1 5281994 U1 Replace RCP Seals 1R25 $118 $2,455
2 5282377 U1 RM 11/12 Skid and Monitor Repl 125 905
3 5282378 U2 RM 11/12 Skid and Monitor Repl - 1,140
4 5282646 U1 Manipulator Crane Upgrade - 720
5 5282647 U2 Manipulator Crane Upgrade - 120
6 5282652 U1 Rod Control Motor Generator — 880
7 Total $243 $6,220
h. Security Infrastructure
These Projects activities include work to enhance the NRC
regulatory requirements needed to prevent radiological sabotage and
the theft of special nuclear material. These types of efforts include
monitoring equipment or intrusion detection systems. The projects in
this group total $1.6 million and include the following:
TABLE 3-19
PROJECTS FORECAST — MWC OS — SECURITY INFRASTRUCTURE COSTS
(THOUSANDS OF DOLLARS)
Line
No. ltem Title 2024 2025
1 5284894 COM: Security Camera Monitoring - $1,554

4. Employee Retention Expense
The retention expense forecast reflects the proposed DCPP retention
program needed to retain the personnel necessary for safe and reliable
operation of the plant through the extended operations period.

TABLE 3-20
O&M EXPENSE FORECAST — MWC IG — EMPLOYEE RETENTION COSTS
(THOUSANDS OF DOLLARS)

Line
No. MWC 2023 2024 2025
1 IG $17,026 $55,277 $56,210
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MWOC IG is partially comprised of the costs for the employee retention.
The amounts for 2023 through 2025 are the same amounts supported in the
DCPP Employee Retention Program A.23-10-009. The headcount in this
application for employees eligible for this retention payment are also the
same as the retention application.17

E. Balancing Accounts

Diablo Canyon Extended Operations Balancing Account

The Diablo Canyon Extended Operations Balancing Account (DCEOBA)
was approved by the Commission in D.23-12-036. The DCEOBA provides
for the recovery of expenses related to the operations of DCPP Units 1 and
2 beyond the current license expiration dates of November 2, 2024 and
August 26, 2025, respectively, that are not eligible for government funding
pursuant to SB 846, Assembly Bill 180, or the DOE Civil Nuclear Credit
Program. PG&E proposes no modifications to the effective DCEOBA

preliminary statement.

2. Department of Energy Litigation Balancing Account

a. U.S. Department of Energy Litigation Refund

In September 2012, PG&E entered into a settlement agreement
(SA) with the DOE to resolve litigation surrounding DOE’s failure to
perform under spent nuclear fuel disposal agreements for DCPP and
Humboldt Bay Power Plant (HBPP). Under the terms of the SA, PG&E
recovered a lump sum amount reimbursing PG&E for the costs of spent
nuclear fuel storage at DCPP and HBPP through 2010. In addition, the
settlement approved an annual administrative claims process that
requires PG&E to document its costs of spent nuclear fuel storage in
defined recoverable categories and submit an annual claim to be
reviewed by DOE staff and approved by the Department of Justice
(DOJ). The annual claim period is June 1st to May 31st with payment of
DOE Determination received in March of the following year. The DOE

proceeds will be credited to the DOE Litigation Balancing Account

17 See WPs Supporting Chapter 3, p. 3-37 through 3-39 for year end 2023-2030
headcount.
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(DOELBA) in the year received. The DOELBA balance on

December 31st of that year will be transferred annually, net of any
outside litigation costs, to the corresponding accounts listed in

Table 3-23 in the year following the receipt as part of the Annual Electric
True-up advice letter filing. The annual claims process has been
successful, and PG&E agreed to extend the administrative claims
process through the end of 2025 in an addendum to the SA that was
approved by the DOJ on April 12, 2022. PG&E’s forecast for 2026
assumes that the annual claims process will continue.

Although the current SA with DOE is set to expire in 2025 and future
recovery of the costs of storing spent nuclear fuel in dry casks at DCPP
is uncertain, PG&E has included a forecast of continued revenues from
DOE and proposes to continue the crediting process for DCPP, subject
to true-up when actual proceeds are received. If the DOE settlement is
not extended beyond 2025 PG&E will be required to file new lawsuits
against DOE to recover the costs of spent nuclear fuel storage starting
in 2026. This could significantly delay reimbursement from DOE of
spent nuclear fuel storage costs at DCPP and HBPP.

In the 2014 GRC,18 the Commission approved an agreement
among PG&E, The Utility Reform Network and Marin Energy Authority
(now Marin Clean Energy) to credit the proceeds of the DOE litigation
settlement to generation rates (for reimbursement of spent nuclear fuel
related storage costs for DCPP), and to nuclear decommissioning rates
(for reimbursement of spent nuclear fuel related storage costs for
HBPP.19

In the 2020 GRC SA, the parties agreed that a reasonable forecast
of DOE settlement proceeds was $20.5 million per year, which reduced
PG&E’s forecasted revenue requirement.20 Allocation between the two
nuclear plants was not specified in the SA. PG&E allocated
76.21 percent to DCPP and 23.79 percent to HBPP.

18 D.14-08-032.
19 D.14-08-032, Appendix F-5.
20 p.20-12-005, pp. 154-155; 2020 SA adopted in D.20-12-005, pp. 14-15, § 2.4.2.3.
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For the 2020 to 2022 period, PG&E calculated the
allocation percentages based on the credit amount that was agreed to in
the SA associated with implementing the Results of Operations for the
2020 GRC decision.21 The result is that 76.21 percent of DOE litigation
settlements are allocated to the Portfolio Allocation Balancing Account
(PABA) and 23.79 percent of the proceeds are credited to the Nuclear
Decommissioning Adjustment Mechanism (NDAM). Using those
allocation factors, DCPP Operations is allocated 76.21 percent and
HBPP Decommissioning is allocated 23.79 percent of the estimated
proceeds.

For the period 2023 to 2026, as recently approved in the 2023 GRC
final decision, the allocations as approved under D.23-11-06922 are as

follows:

TABLE 3-21
2023 GRC ADOPTED DOE LITIGATION PROCEEDS ALLOCATION PERCENTAGES

Line Allocation percentage  Allocation percentage
No. Year to PABA to NDAM

1 2023 13.3% 86.7%

2 2024 15.3% 84.7%

3 2025 19% 81%

4 2026 0% 100%

For the extended operations forecast years 2024 and 2025, PG&E
proposes an updated allocation of DOE settlement proceeds as shown
in Table 3-22.23

21 pG&E calculated the allocation percentages using amounts detailed in Section 2.4.2.3
of the SA ($20.5 million for PABA) and Table 3-5 of the original GRC filing ($6.4 million
for NDAM).

22 See D.23-11-069 p. 33, Section 1.5.2., Uncontested Expense Forecasts and Capital
Expenditure Requests.

23 See WPs Supporting Chapter 3, p. 3-40, for the allocation proposal details.
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TABLE 3-22

DCPP

ALLOCATION PERCENTAGE FOR DOE CREDITS

DCPP DCPP HB ISFSI
Line Allocation percentage  Allocation percentage to  Allocation percentage  Total DOE
No. Year to PABA DCEOBA to NDAM Settlement
1 2024 19.0% 0% 81.0% 100%
2 2025 15.0% 0% 85.0% 100%

F. Cost Tables (Include Cost Tables for 2024 Through 2026 by MWC and

Project

Table 3-23 shows forecasted costs by MWC for expense.

TABLE 3

-23

MWC TOTAL DCPP O&M AND RETENTION EXPENSE FORECAST
(THOUSANDS OF DOLLARS)

Line 2023 2024 2025
No. Expense Component MWC Recorded Forecast Forecast
1 O&M Expense BU - - -
2 AK - $583 $2,315
3 BP - 2,037 21,988
4 BR - 2,349 60,810
5 BQ - 2,225 25,103
6 BS - 3,245 149,680
7 BT - 3,117 31,012
8 BV - (2,773) 25,367
9 oM - (1,257) (4,656)
10 (O] - (3,405) (13,137)
11 Subtotal - $6,121  $298,482
12 Retention Expense IG $17,026 $55,277  $56,210
13 Subtotal $17,026 $55,277  $56,210
14  O&M and Retention Expense Total Total $17,026 $61,398 $354,692

Table 3-24 shows forecasted costs by Projects for expense.
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TABLE 3-24

DCPP PROJECTS EXPENSE FORECAST

(EXCLUDES CONFIDENTIAL NUCLEAR FUEL COSTS)

Line 2023 2024 2025
No. Project Name Recorded Forecast Forecast
1 Instrument and Control Systems - $691 $21,307
2 Intake Pumps, Motors, and Equipment Costs - - 939
3 Main Generator Turbine - - 2,650
4 Motors - - 6,400
5 Other Electric Equipment, Cable, and Systems - 151 911
6 Other Mechanical Equipment and Piping - 113 22,049
Systems
7 Reactor Vessel and Radiological Control Projects - 243 6,220
Costs
8 Security Infrastructures - - 1,554
9 Total - $1,198 $62,030
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PACIFIC GAS AND ELECTRIC COMPANY
CHAPTER 4
GENERATION FORECAST AND RESOURCE ADEQUACY
SUBSTITUTION CAPACITY COST FORECAST

In compliance with Decision (D.) 23-12-036, this chapter presents the
Diablo Canyon Power Plant’s (DCPP) electric generation forecast and Resource

Adequacy (RA) substitution capacity cost forecast.

In D.23-12-036, the California Public Utilities Commission (Commission)
determined that Pacific Gas and Electric Company (PG&E) would retain the
responsibility, as the scheduling coordinator, to procure substitution RA capacity
during periods when the DCPP units are on planned outage and in accordance
with the California Independent System Operator (CAISO) Tariff provisions.1
The Commission further specified that to ensure against potential cost shifts to
PG&E’s bundled service customers, PG&E would be authorized to fully
recover—from all benefitting load-serving entities—the administrative and
procurement costs associated with meeting DCPP’s substitution RA capacity
obligations, including associated penalties and costs borne by non-DCPP
resources.2 To that end, PG&E will include as part of the forecasted DCPP
revenue requirements an estimate of the RA substitution capacity costs covering
the last two months of 2024 when Unit 1 will begin its period of extended
operations and all of 2025 when Unit 1 is in its period of extended operations
and the last 4 months of 2025 when Unit 2 begins its period of extended

PG&E forecasts that DCPP’s Unit 1 extended operations period of
November 3, 2024, to December 31, 2024, is 1,441,732 megawatt-hours (MWh),
and PG&E forecasts that DCPP’s Unit 1 and Unit 2 extended operations period
of January 1, 2025, to December 31, 2025 has a combined electric generation

A. Introduction
B. Decision Direction
operations.
C. DCPP Electric Generation Forecast
1 D.23-12-036, pp. 86-87.
2

D.23-12-036, p. 87.
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forecast of 10,207,108 MWhs based on the Generation Forecast Methodology.3
In total, this equates to 11,648,840 MWh of electric generation forecast.

Electric power generation unit performance calculations are based on the
Maximum Dependable Capacity (MDC). The MDC values for DCPP Units 1
and 2 are 1,122 megawatts (MW) and 1,118 MW, respectively. MDC is the
maximum amount of power that a unit can produce during average worst case
natural operating conditions.

The annual generation forecast includes a one-day curtailment to 25 percent
power in November and a 1-day curtailment in December due to severe storms,
refueling outages planned during the year along with associated ramping down
into the outage and ramping up to full power afterwards, a 50 percent power
curtailment for ocean cooling water tunnel cleaning that is typically performed
8-12 months after a refueling outage, main output transformer efficiency losses,
and an additional 0.50 percent reduction for thermal efficiency losses and minor
equipment degradation.

DCPP is a baseload generation resource that operates at 100 percent (or
full) power level. There are a number of factors that can affect the MWh output
of a nuclear facility, such as: scheduled refueling and maintenance outages,
ocean cooling water system tunnel cleaning, curtailments, and forced outages
as discussed below.

1. Outages and Curtailments
Nuclear generating facilities can experience reduced generation due to:
(1) refueling (planned) outages; (2) maintenance outages; (3) forced
outages; and (4) curtailments. Refueling outages and maintenance outages
are both classified as scheduled outages. Each of these types of generation

reductions are discussed in greater detail below.

a. Refueling Outages
Nuclear generating facilities are unique in that the facilities must be
shut down periodically to be refueled. DCPP Unit 1 and Unit 2 each
undergo a refueling outage approximately every 18 months. Unit 1 and
Unit 2 outages do not occur simultaneously and are generally staggered
between the Spring and Fall in a 2-outage year. The planned duration

3 See PG&E's Workpapers Supporting Chapter 4, p. 4-1.
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of a refueling outage is established based on the duration required to
refuel the reactor, the scope of maintenance required for the specific
outage, and the scope of projects required to be implemented for
regulatory or plant improvement activities. During a refueling outage, a
unit’s energy production is reduced to zero and the unit is taken offline.

Maintenance Outages

During a maintenance outage, a unit’s energy production is also
reduced to zero and the unit is taken offline. Maintenance outages are
scheduled when needed throughout the year to perform testing, routine
maintenance, or non-emergency repairs when the repairs can be
deferred beyond the end of the next weekend, but require a capacity

reduction before the next scheduled refueling outage.

Forced Outages

During a forced outage, a unit’s energy production is reduced to
zero and the unit is taken offline. Forced outages are generally the
result of equipment malfunctions or unexpected ocean conditions that
restrict the plant’s ocean cooling water intake system. When a forced
outage occurs, the primary objective is to repair the item that led to the
outage or protect plant equipment from damage resulting from restricted

ocean cooling water flow.

Curtailments

During a curtailment, a unit’s energy production is reduced to below
100 percent. Curtailments occur for events such as required
surveillance testing that must be performed at a power level less than
100 percent, routine maintenance that requires a unit to be less than
100 percent such as cleaning of the ocean cooling water system to
remove biological growth, emergent maintenance items that require the
unit to be at a reduced power level, or an operational decision to reduce
power due to external influences such as significant ocean swells that
could impact the ability of a unit to remain operational.

D. RA Substitution Capacity Cost Forecast
The following section describes PG&E’s proposed methodology for
forecasting the anticipated RA substitution capacity costs.
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RA Substitution Capacity Cost Forecast Methodology

The RA substitution capacity costs forecast consists of determining the
amount of capacity that will need to be acquired by PG&E during periods
when DCPP is expected to be offline or curtailed due to planned outages,
tunnel cleaning, and/or other short-term curtailment events as described
above. Those RA substitution capacity amounts are then multiplied by an
appropriate market reference price to estimate the total procurement costs
associated with meeting DCPP’s RA substitution capacity obligations,
including any associated penalties and costs borne by non-DCPP resources
substitution costs.

To operationalize the calculation, PG&E has quantified the needed RA
substitution capacity using the outage and curtailment schedules embedded
in the generation forecast described in Section C above. As the
Commission has not specified a specific market reference price to use in the
RA substitution capacity cost forecast, PG&E has chosen to use the current
2024 Power Charge Indifference Adjustment (PCIA) system RA market price
benchmark to calculate the total costs. The 2024 system RA market price
benchmark is the most recent PCIA-related benchmark that is currently
available for use. Using the PCIA system RA market price benchmark
mirrors established practice used in the traditional Energy Resource
Recovery Account (ERRA) Forecast proceeding. Consistent with traditional
ERRA Forecast modeling practices, PG&E will update the DCPP RA
substitution capacity cost forecast in the Fall using the final 2024 PCIA
system RA benchmark and the forecast 2025 PCIA system RA benchmark,
once they are made available by the Commission.

RA Substitution Capacity Cost Forecast

Table 4-1 below shows the forecasted RA substitution capacity costs for
the period ending December 31, 2025, for DCPP Units 1 and 2. PG&E’s
forecasted costs do not include any incremental administrative costs or
costs associated with any expected compliance penalties and/or costs borne
due to non-DCPP resources within PG&E’s generation portfolio.



TABLE 4-1
RA SUBSTITUTION CAPACITY COST FORECAST (2024 - 2025)

Line

No. Year Total
1 2024 $8,507,291
2 2025 $67,937,010
3 Total $76,444,301
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PACIFIC GAS AND ELECTRIC COMPANY
CHAPTER 5
INTERNAL REVENUE CODE NORMALIZATION REQUIREMENTS
AND TAXES

The purpose of this chapter is to explain Pacific Gas and Electric Company’s
(PG&E or the Company) assumptions used in the revenue requirement model to
estimate forecasted income taxes, explain the significant Internal Revenue Code
(IRC) Normalization tax implications that arise from Senate Bill (SB) 846’s
mandate to expense all costs, and present PG&Es proposal to mitigate the

Normalization violation concerns.1 PG&E’s methodology for Property Tax is

PG&E requests that the California Public Utilities Commission (CPUC or
Commission) adopt its 2025 forecast for income tax expense and the IRC
Normalization Adjustment presented in Chapter 6 (Operational Revenue
Requirement).2 PG&E’s request is reasonable because the Company followed
the requirements of SB 846 in calculating revenue requirements and complied
with the tax laws for the plant and expenditures used in Diablo Canyon Power

Separately, PG&E does not expect the mechanics of the current
zero-emission nuclear power production credit under IRC Section 45U to
generate any production tax credits as a result of DCPP extended operations. In
addition, PG&E is not aware of any other credits that would be available during
DCPP extended operations. As such, no such tax credits are included in this

revenue requirement calculation nor credited from the costs and expenses

Pursuant to Senate Bill (SB) 846, Public Utilities Code (Pub. Util. Code) Section
712.8(h)(1) states, “All costs shall be recovered as an operating expense and shall not
be eligible for inclusion in the operator’s rate base.”

A. Introduction
also discussed in Section E.
Plant (DCPP) extended operations.
presented in this case.

1

2

Property Tax expense for 2025 was included in the 2023 General Rate Case (GRC)
attrition year revenue requirements and therefore no property tax expense is included
for recovery in this filing. See Section E for more discussion.
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B.

Income Tax Assumptions

Tax expense is a calculated amount dependent on: (1) revenue and cost

estimates provided in other chapters within this testimony; (2) relevant guidance

on how to perform the calculation, and (3) current tax laws.

PG&E’s estimated income taxes represents the federal and state income tax

expense associated with PG&E’s taxable income (profit) or taxable loss from

extended operations as shown in workpapers supporting Chapter 6.

1.

Simplified Income Tax Calculation Approach

In a traditional rate-base cost recovery Results of Operations (RO)
Model, most federal and state tax adjustments are driven by book/tax
differences pertaining to capital assets.3 However, that is not the case with
the DCPP extended operations RO Model, as rate base (i.e., capitalized
assets) is prohibited. This change in the traditional set-up of the RO cost
recovery model necessitates changes in the income tax approach as well.
PG&E uses a simplified income tax calculation approach that follows the
book treatment for the expenditures included in the filing for purposes of
computing a revenue requirement for taxes, i.e., no book/tax differences
adjustments.

However, for expenditures subject to the federal tax Normalization rules,
the RO Model includes an additional line item for cost recovery to mitigate
Normalization violation concerns. The federal tax Normalization implications
arising from SB 846 are discussed beginning in Section C and D below.

Tax Rates and Tax Gross-Up

PGG&E uses the currently enacted federal corporation income tax rate of
21 percent and California corporation state income tax rate of 8.84 percent,
for a combined tax rate of rate of 29.84 percent4 for CPUC jurisdiction
revenue requirement modeling purposes, consistent with past CPUC rate

cases.

3

Generally, most book/tax differences are driven by accelerating a tax deduction
(expense treatment) faster than what is expensed for book purposes.

4 cpuc jurisdiction does not allow for the federal benefit of the state tax deduction.
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A tax gross-up? is required to account for the iterative effect on revenue
for cost recovery of taxes. The tax gross-up rate will provide the appropriate
income tax expense and related revenue requirement to allow PG&E to

recover the authorized after-tax return approved under SB 846.

Production Tax Credits, Investment Tax Credits and Other Tax
Incentives

Pub. Util. Code Section 712.8(h)(1) states that PG&E may recover
reasonable costs and expenses to operate DCPP, however this amount is
“net” of any production tax credits of the operator. Additionally, Public
Resources Code Section 25548.3(c)(10), provides that PG&E:

...shall allocate all revenues received as a result of federal or state tax
credits or incentives, excluding funds specifically allocated by a federal
program for the costs of extending power plant operations, on a
cost-share basis of 10 and 90 percent between the operator corporation
(PG&E) and ratepayers...

Under the Inflation Reduction Act of 2022, IRC Section 45U includes a
production tax credit (PTC) for qualifying zero-emission nuclear power
production. Under IRC Section 45U, a nuclear operator is eligible for a
credit equal to 0.3 cents per kilowatt-hour (kWh) of electricity generated in
the United States and sold to unrelated person.6 The credit is increased
five-fold if certain prevailing wage requirements are satisfied.” However, as
the price of power sold from a zero emission nuclear power plant increases,
the Section 45U credit is reduced by operation of IRC Section 45U(a)(2). As
power prices rise above a $25 per megawatt-hour (MWh) index, the credit
gradually reduces.8 The Nuclear PTC is available to existing nuclear plants

for electricity produced or sold for taxable years beginning after

The tax gross-up is the quotient of the combined tax rate of 29.84 percent divided by
the difference of one minus the combined rate. This approach is consistent with
PG&E’s other CPUC cost recovery cases.

IRC Section 45U(a).
IRC Section 45U(d)(1).

IRC Section 45U(b)(2) defines the reduction amount based on a threshold equal to
16 percent of the excess of the gross receipts from a facility over the product of
2.5 cents and the number of kWh hours of electricity produced and sold by the
taxpayer.
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C.

December 31, 2023 through December 31, 2032.9 PG&E expects that any
IRC Section 45U PTC attributable to DCPP will be reduced to zero based on
the mechanics of IRC Section 45U(a)(2).

Additionally, PG&E is not aware of any other PTCs, investment tax
credits under IRC Sections 48 and 48E, or any other tax incentives that
would be applicable for DCPP extended operations.

PG&E will continue to monitor IRC Section 45U and any other tax
credits and tax incentives that may be applicable for DCPP extended
operations. To the extent credits or incentives are subsequently claimed,
but were not included in the forecast, they will be captured in the rate case

true-up to actual process when such information is available.

Normalization Rules

In the Economic Recovery Tax Act of 1981, Congress mandated that utilities
subject to cost-of-service regulation should account for the tax benefit of certain
expenditures by using a Normalization method of accounting.10 The
Commission issued Order Instituting Investigation (Oll) 24, and later adopted
Normalization accounting when it was required for taxpayers to be eligible to
claim accelerated depreciation under Federal law.11

If expenditures are deducted against taxable income with the same timing
used to determine book income (revenue less expenditures before tax expense),
then the tax expense calculation is merely book income times the tax rate,
i.e., no book-tax difference. However, if the timing of recognition for book and
tax are different, then this creates a “book-tax timing difference,” which impacts
the income tax calculation.

Specifically, depreciation is a common book-tax difference. For federal tax
purposes, a utility may use Modified Accelerated Cost Recovery System
(MACRS) under IRC Section 168 to depreciate its tax capitalized assets.12 For

10

11

12

IRC Section 45U(e).

Public Debt Limit, Pub. L. No. 97-48 (Sept 30, 1981), 95 Stat. 955; see IRC Sections
168(f)(2) and (i)(9)-(10).

D.84-05-036, 15 CPUC 2d 42, 1984 Cal. Pub. Util. Code LEXIS 1325, *63, Conclusion
of Law (COL) 14.

The Normalization rules also apply to Investment Tax Credits, as required under former
IRC Section 46(f).
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financial accounting purposes, “book” will depreciate utility plant under a method
that complies with Generally Accepted Accounting Principles (GAAP). The
difference between federal tax depreciation (IRC) and book depreciation (GAAP)
creates a temporary “book-tax” difference, due to the different depreciation
methods and/or depreciation lives of the assets. However, this is only a
temporary difference.

The Normalization rules apply to book-tax differences with respect to
regulated utility property that uses accelerated tax depreciation under IRC
Section 168.13 To comply with the IRC Normalization rules, a utility uses book
depreciation for federal tax expense ratemaking purposes and establishes a
“deferred tax reserve account”14 to record the difference between book
depreciation and tax depreciation expense. This deferred tax reserve for the
accumulated book-tax difference is labeled Accumulated Deferred Income
Taxes (ADIT). The utility then draws down this reserve as the book-tax
difference reverses over time.

In a traditional ratemaking construct with a rate base, this ADIT (reserve for
deferred taxes required under IRC Section 168(i)(9)(A)(ii)) would have been an
adjustment to rate base13 to comply with the Normalization rules. However, the
DCPP extended operations is not a traditional cost-of-service and rate-based

13

14

15

IRC Section 168(f)(2) provides that Section 168 [accelerated tax depreciation] does not
apply to any public utility property, as defined in Section 168(i)(10) if the taxpayer does
not use a normalization method of accounting. Section 168(i)(10) defines “public utility
property” as property used predominantly in the trade or business of furnishing or
selling of (A) electrical energy, water or sewage disposal services, (B) gas or steam
through a local distribution system, (C) certain communications services, or (D) the
transportation of gas or steam by pipeline, “if the rates for such furnishing or sale [are]
established or approved by a State [including the District of Columbia] or political
subdivision thereof, by any agency or instrumentality of the United States, or by a public
service or public utility commission or any other body of any State or political
subdivision thereof.”

IRC Section 168(i)(9)(A)(ii) of the IRS Normalization rules explains that a taxpayer must
account for any difference between its federal income tax expense taken into account in
computing its rates and the actual federal income tax it pays as a reserve for deferred
taxes. If the taxpayer uses estimates or projections in determining for ratemaking
purposes its tax expense, depreciation expense, or reserve for deferred taxes, the
normalization rules under Section 168(i)(9)(B(ii) require the use of consistent estimates
or projections with respect to the other two items and rate base.

26 CFR § 1.167(1)-1(h)(6), section for “Exclusion of Normalization Reserve from Rate
Base.”
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rate of return model. Therefore, there is no rate base for an ADIT adjustment.

PG&E’s proposal to address this issue is discussed in Section D.

Purpose of the Normalization Rules

Congress had two principal objectives in adopting the Normalization
rules—(1) to preserve the utility’s incentive to invest (not subsidize customer
rates by flowing through tax law changes intended to spur investment) and
(2) to protect the government’s tax revenue because flowing through these
benefits reduces the government’s revenue twice (first, by lowering revenue
requirements from the flow-through effect of the deduction and secondly, via
the accelerated tax depreciation on the taxpayer’s tax return).16

If a Utility fails to comply with the Normalization rules, then the Utility
loses the right to use accelerated tax depreciation under IRC Section 168 for
the whole company17 (not limited to the offending rate case), all deferred
taxes would become due to the IRS immediately and additionally, in future
rate cases, there would be no more rate base adjustments for the ADIT for
book-tax depreciation differences, which would generally increase rates.18

A normalization violation harms ratepayers as well as PG&E.

D. Senate Bill 846 Tax Normalization Implications

Pursuant to SB 846, Pub. Util. Code Section 712.8(h) states that:

All costs shall be recovered as an operating expense and shall not be
eligible for inclusion in the operator’s rate base (emphasis added).

Moreover, Pub. Util. Code Section 712.8(f)(6)(A) states that

In lieu of a rate-based return on investment and in acknowledgement of
the greater risk of outages in an older plant that the operator could be held

liable for, the commission shall authorize the operator to recover in rates a

fixed payment of fifty million dollars ($50,000,000), in 2022 dollars, for each
unit for each year of extended operations... (emphasis added)

16 Revenue Procedure 2017-47 (Sept. 7, 2017), Section 2 Background.

17

IRC Section 168(i)(9)(C) explains that Public Utility Property that does not meet the
Normalization rules will not be able to apply accelerated tax depreciation and instead
must depreciate assets using the book method.

18  When tax depreciation exceeds book depreciation, this results in an accumulated

deferred income tax liability (DTL). DTLs reduce rate base in the early years of an
asset’s life, until the timing difference reverses. Given that PG&E will continually invest
in assets, the ADIT for the book-tax depreciation difference is generally a DTL which
reduces rate base, which reduces rates in a traditional rate-based ratemaking construct.
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Therefore, cost recovery for DCPP is not the traditional “return on” and
“return of” rate base approach, since all amounts for book purposes must be
expensed and PG&E is instead guaranteed a fixed payment19 for continuing to
operate.

Due to SB 846’s prohibition on rate base, for financial accounting purposes
assets used for DCPP extended operations are essentially 100 percent book
depreciated because it can no longer be capitalized under the legislation.
However, for tax purposes, PG&E must continue to follow the IRC in calculating
its federal tax depreciation on these same assets. PG&E cannot follow SB 846
and fully expense the plant for federal tax purposes because federal law
supersedes California legislation for federal tax purposes. This difference in
book depreciation (full expensing) and tax depreciation (MACRS) creates a
book-tax difference that is squarely within the Normalization rules.

The Normalization rules apply to any book-tax difference related to federal
tax depreciation under IRC Section 168. IRS Notice 87-8220 demonstrates that
the Normalization rules still apply even when book depreciation is more
accelerated than tax depreciation, in the context of Contributions in Aid of
Construction (CIAC) under IRC Section 118. Notice 87-82 states that:

[u]nder the normalization rules, a utility must make adjustments to a reserve
to reflect the deferral of taxes resulting from the difference between the
amount of depreciation used to determine the utility’s Federal income tax
liability and the amount of depreciation used to compute regulated tax
expense. In the typical case, part of the utility’s tax expense is deferred
(i.e., taxes are actually paid to the Federal government after they are taken
into account under the regulatory accounting method) because property is
[tax] depreciated more rapidly in determining Federal income tax liability
than in computing regulated tax expense . . . however, CIAC property is
depreciated less rapidly in determining Federal income tax liability
than in computing regulated tax expense, and taxes are paid before they
are taken into account under the regulatory accounting method. This
prepayment, or negative deferral, of tax is also subject to the
normalization rules, and the utility must make adjustments to the
reserve for deferred taxes to reflect the prepayment. (emphasis added)

19

20

Pub. Util. Code Section 712.8(f)(6)(A). PG&E could also be subject to taxes on other
net taxable income to the extent income is not offset by expenses in the period.

IRS Notice 87-82, 1987-2 CB 389 (Dec. 3, 1987). See “Section V. Normalization of
CIACs” for more discussion.
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Similar to DCPP extended operations, the CIACs in Notice 87-82 are treated
as expensed in its entirety for book purposes in the year in which the CIAC was
received.21

As confirmed by IRS Notice 87-82, even though book depreciation is more
accelerated than tax, PG&E must still comply with the Normalization rules for the
depreciation book-tax difference that arises from DCPP extended operations
and must make an adjustment for this ADIT in ratemaking to mitigate

Normalization violation issues.

1. PG&E Proposal to Address Normalization Concern

To address this Normalization concern, PG&E proposes that the RO
Model calculate the ADIT related to the book-tax difference for DCPP plant
depreciation and convert this amount to a revenue requirement.22 This
revenue requirement equivalent of the Normalization ADIT amount will be
included for cost recovery from ratepayers to mitigate Normalization
concerns. See Chapter 6 (Operational Revenue Requirement) and
workpapers thereunder for the Normalization adjustment calculation
included in this request.

The Normalization ADIT will be trued-up to actual once the information
is available, as part of the contemplated rate case true-up process. For
example, the forecasted ADIT true-up to actual would include any impact
related to actual repairs taken on the tax capitalized property if applicable.
Additionally, at the end of DCPP extended operations, the Normalization

ADIT will reverse because the assets can no longer be used in a trade or

21

22

IRS Notice 87-82, Section V. Normalization of CIACs, also explained that for CIAC, the
utility is “treated for purposes of the normalization rules as if it computed its regulated
tax expense by depreciating the related CIAC property in its entirety in the year in which
the CIAC is received. The Internal Revenue Service believes that this treatment is
consistent with the non-inclusion method of accounting [for CIAC] and is necessary in
order to carry out the purposes of the normalization rules.”

The revenue requirement amount is based on the debt financing cost associated with
the ADIT for the Normalization book/tax difference.
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business for tax purposes,23 which will extinguish the book/tax difference
and this adjustment.

2. Past Commission Precedent Supporting PG&E’s Compliance With the

Normalization Rules

Since the passage of the Economic Recovery Tax Act of 1981 (ERTA),
which enacted the federal Normalization rules, the Commission has
addressed the necessity and importance of complying with federal
Normalization rules in various decisions. The examples discussed below
are not meant to be all inclusive but is intended to show the Commission’s
historical support in applying the federal Normalization rules in ratemaking.
The DCPP extended operations filing should not be an exception to this
approach.

In the Order Instituting Investigation 24 (Oll 24)24 Decision (D.) 93848,
the Commission acknowledged that the Normalization method of accounting
is required for utilities to qualify for federal MACRS tax depreciation and
investment tax credit benefits.25

In Oll 24 D.84-05-036, the Commission stated that:

Utilities will no longer be allowed to immediately flow-through the current
tax benefits associated from accelerated tax depreciation on post-1980
property additions because ERTA provisions require that for post-1980
property additions the timing difference between tax depreciation
and the amount computed by using book depreciation rates times

the tax basis of the property be normalized (emphasis added).26

23

24

25

26

In the final year of DCPP extended operations, for tax purposes there is likely an IRC
Section 165 abandonment loss as PG&E can no longer use these tax capital assets to
operate beyond the statutory parameters identified in SB 846. This will result in the
remaining tax basis to be expensed in that final year as a tax abandonment loss.

The Commission opened Oll 24 to investigate and establish the proper level of income
tax expense for ratemaking purposes of public utilities and other regulated entities.
During the pendency of Oll 24, the ERTA was enacted and resulted in the
Normalization rules being discussed in various Oll 24 decisions.

D.93848, Finding of Fact No. 5 stated that “... a normalization method of accounting
must be used to maintain eligibility for ACRS and ITC.”

D.84-05-036, 15 CPUC 2d 42, 1984 Cal. Pub. Util. Code LEXIS 1325, *49. This quote
describes the “reserve for deferred taxes” from IRC Section 168(i)(9)(A)((ii) that is
included as an adjustment to rate base under IRC Section 168(i)(9) in a rate-based
revenue requirement model.
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D.84-05-036, COL 14 also stated that “[cJonventional normalization
should be applied in compliance with the Economic Recovery Tax Act.”

More recently, in the Petition for Modification (PFM) Decisions,
D.19-08-021 and D.19-08-023, the CPUC demonstrated its commitment to
avoid a Normalization violation by stating that “we [the CPUC] fully intend
that PG&E continue to comply with [the] normalization rules.”27 The
PFMs28 Conclusion of Law 8 stated that:

[a]ny changes to PG&E'’s post-TCJA revenue requirements should be
implemented in a manner that will not be found to be a normalization
violation by the Internal Revenue Service.

Also, in PG&E’s 2023 GRC the CPUC allowed PG&E to make an
adjustment to revenue requirements following the issuance of an IRS private
letter ruling addressing a potential Normalization violation in its rate case
update filing.29

Method to Cure Normalization Violation

If the Commission does not agree with PG&E'’s proposal of including
revenue requirements to mitigate this Normalization concern for DCPP
extended operations, then PG&E requests that the Commission allow the
following: (1) allow PG&E to track the amounts at issue in a memorandum
account to enable curing any violation retroactively, (2) allow PG&E to seek
a private letter ruling with the IRS on this issue, and (3) allow PG&E to
adjust rates as soon as practicable via the General Order 96-B advice letter
process if PG&E receives an IRS ruling confirming that excluding recovery
for the amounts are a Normalization violation. In the PFM decisions
discussed above, the CPUC allowed PG&E to adjust rates following the

issuance of an IRS private letter ruling confirming a Normalization issue.30

27

28

29

30

D.19-08-021, 2015 Gas Transmission and Storage (GT&S) Rate Case, p. 19;
D.19-08-023, 2017 GRC, p. 22.

The PFMs use parallel language in describing the impacts to the 2017 GRC and 2015
GT&S rate cases.

D.23-11-069, p. 741, Section 13.2 (Updated Testimony Tax Changes). This
normalization issue that was addressed in the 2023 GRC was also discussed in the
PFMs.

D.19-08-021, pp. 30-31, Ordering Paragraph (OP) 8 and D.19-08-021, p. 23, OP 8.
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E. Property Tax

The California Constitution requires the California State Board of
Equalization (SBE) to annually assess public utilities at Fair Market Value on the
lien date of January 1. PG&E continues to own and uses the land at DCPP
throughout the extended operations period and will be subject to appraisal by
the SBE. SBE appraisers estimate the market value of PG&E’s unitary land
parcels using generally accepted appraisal methods. Property taxes are levied
and collected in the same manner as county assessed properties. The property
tax expense for the DCPP land for 2025 and 2026, is included in the 2023 GRC.
Given this fact, the 2025 and 2026 revenue requirement calculated under this

filing excludes a property tax cost recovery component.

Conclusion

In this chapter, PG&E explained assumptions used in the revenue
requirement model to estimate forecasted income taxes, the significant IRC
Normalization tax implications that arise from SB 846’s mandate to expense all
costs, and PG&E’s proposal to mitigate Normalization violation concerns by
including an amount for recovery in the RO Model. PG&E requests that the
Commission adopt its 2025 forecast for income tax expense and the IRC
Normalization Adjustment presented in Chapter 6 (Operational Revenue
Requirement). PG&E’s request is reasonable because the Company followed
the requirements of SB 846 in calculating revenue requirements and complied
with the tax laws for the plant and expenditures used in DCPP extended

operations.

5-11
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PACIFIC GAS AND ELECTRIC COMPANY
CHAPTER 6
OPERATIONAL REVENUE REQUIREMENT

Introduction

The purpose of this chapter is to present the revenue requirement
associated with the forecast incremental costs for the period of
September 1, 2023 to December 31, 2025 for the extended operations of Diablo
Canyon Power Plant (DCPP). Pacific Gas and Electric Company (PG&E)
calculates the revenue requirement using the Results of Operations (RO) model.
The RO model compiles operating costs to estimate the revenue that PG&E
needs to recover for work presented in this application. The revenue
requirement for these costs is described below in Section B and set forth in
Table 6-1. The revenue requirement for the final cost recovery approved by the
California Public Utilities Commission (CPUC or Commission) will be calculated
using the same RO assumptions presented here, updated as appropriate for

interest expense, authorized Cost of Debt (COD), and tax parameters.

Summary of Request

In this application, PG&E seeks recovery of $1,149 million in total revenue
requirement (excluding interest and Revenue Fees and Uncollectibles (RF&U))
for the period of September 2023 through December 2025. PG&E proposes to
implement the approved revenue requirement in rates effective January 1, 2025.
All revenues presented in this application are incremental and were not
requested in the 2023 General Rate Cases (GRC) or other CPUC-approved
funding. PG&E summarizes the revenue requirement requested in the

application in Table 6-1 below.
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TABLE 6-1
REVENUE REQUIREMENTS EXCLUDING RF&U
(WHOLE DOLLARS)

Total
Description 2023 2024 2025 2023-2025

1

Total Revenue Requirements  $18,952,960 $125,387,997 $1,005,097,435 $1,149,438,392
(excluding RF&U)

1. Elements of the Results of Operations Calculation

The RO model computes the annual revenues that are needed (revenue
requirement) from customers to recover the cost of service. The model
calculates the revenue requirement based primarily on a forecast of
Operations and Maintenance (O&M) expense as described in Chapter 3 and
Statutory Fees as described in Chapter 7. The calculations are based on
traditional cost-of-service ratemaking methods, which are consistent with the
methods that PG&E uses in its CPUC cases. The revenue requirement is
calculated using the RO model for separately funded rate case applications.

The forecast presented in this application excludes capital expenditures,
and hence the revenue requirement is based solely on forecast expense
costs. Accordingly, and consistent with Public Utilities Code (Pub. Util.
Code) 712.8(h)(1), the requested revenue requirement excludes book
depreciation and a return on rate base. Income taxes are included in the
requested revenue requirement because net taxable income (e.g., profit
from the Fixed Payments) is subject to federal and state income taxes1 and
there are other expenses, including payroll taxes associated with the DCPP
O&M labor costs and debt financing costs.2

The RO model for the DCPP extended operations application computes

the revenue requirement using the following formula:

RRQ = Operating Expenses + Taxes

For example, under PUC Section 712.8(f)(6), PG&E is authorized to recover a Fixed
Payment of $50 million per unit, per year, in lieu of a rate-based return (i.e., profit). This
fixed payment constitutes taxable income that is subject to taxes. See Chapter 5 for a
discussion of Taxes.

See Section B.1.b. below for further discussion.

6-2
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O&M Expenses

The predominant contributors to the operating expense category in
the RO calculation are the $706.3 million O&M expenses including
Nuclear Fuel, DCPP Retention Expense, O&M expenses, and the
Project Expenses. The O&M expenses are described further in
Chapter 3.

Certain expense costs relate to Administrative and General (A&G)
and Common, General, and Intangible (CGl) costs, and are typically
shared among all functional areas within PG&E. In PG&E’s 2023 GRC,
these costs are allocated to different functional areas (Electric
Distribution, Gas Distribution, Electric Generation, Gas Transmission
and Storage, and Electric Transmission) using the 2023 GRC adopted
O&M labor allocation factors. The revenue requirement presented in
this chapter excludes allocated A&G and capital revenue requirement
related to the CGl common capital over the period from 2023 through
2025 because these revenue requirements are captured in the 2023
GRC. Please refer to Chapter 2 for additional details on common cost
allocation.

Debt Financing Costs

The RO calculation includes a Debt Financing Cost recovery item to
compensate for necessary adjustments pertaining to the Internal
Revenue Code (IRC) Normalization rules (see Chapter 5 for further
explanation) and Working Cash (see below).

The debt financing cost is calculated using the CPUC COD
approved under Decision 23-01-002 for years 2023 and 2025. The
2024 debt financing cost forecast used a COD approved by CPUC
under Advice Letter 4813-G/7046-E. In all cases, the debt financing
cost is calculated using the authorized COD rate only and 100 percent
debt structure. There is no return on equity calculated and requested in
this application. PG&E believes that this approach is reasonable and
comports with Senate Bill (SB) 846’s prohibition on rate base, since
there is no equity return and the debt financing costs are a real cost to
PG&E for these items.



© o0 N o o ~ W N -

N i G |
o o A W N -~ O

17
18
19
20
21
22
23
24
25
26
27
28
29
30

1)

2)

IRC Normalization Adjustment

As discussed in Chapter 5, the RO model includes an
adjustment to mitigate IRC Normalization violation concerns arising
from SB 846’s mandate to expense all costs, including plant that is
traditionally capitalized, in this filing. The amount included for
recovery is based on the debt financing cost associated with the
Accumulated Deferred Income Tax (ADIT) balance for the book/tax
depreciation difference that is subject to the federal Normalization
rules. The ADIT balance is calculated using the difference between
100 percent book depreciation (reflecting full expensing under
SB 846 for previously capitalized plant) and federal tax depreciation
as required under the IRC (assets are still capitalized for federal tax
purposes). The ADIT is also averaged in compliance with the
Normalization rules. The 2025 forecast amount for this
Normalization adjustment is approximately $51,000 and does not

result in additional income taxes.3

Working Cash Adjustment

The adoption of a working cash forecast is necessary to
establish PG&E’s cost of providing services from DCPP to
customers in 2024 and beyond. Working cash is composed of two
elements: (1) amounts required for day-to-day operations (such as
cash needed to process in-person payments at customer service
centers); and (2) amounts used to pay operating expenses in
advance of receiving customer payments (such as insurance
contracts and other contracts that extend for a year or more).
Generally, working cash cost recovery is a necessary component of
revenue requirements to finance such operations.

Working cash for the years 2024 and 2025 is forecasted to be
the same as the amount approved in the 2023 GRC for 2023, as
both units were planned to be in operation in 2023.

3 Under traditional ratemaking approaches, debt return does not result in federal or state
income taxes because debt is fully deductible for tax purposes.

6-4
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Statutory Fees

DCPP extended operations has unique income streams authorized
under Pub. Util. Code Section 712.8 for the period of November 3, 2024,
to December 31, 2025:
o Fixed Payment;4
« Volumetric Performance Fee;? and
 Liquidated Damages Subaccount funding amounts.6

Additional details on statutory fees, including Fixed Payment and
Volumetric Performance Fee and liquidated damages funding are

discussed in Chapter 7.

Property Taxes

No property tax expense for 2025 is included in the revenue
requirement request because these amounts are included in the 2023
GRC for 2023 through 2026. See Chapter 5 for additional explanation
of property tax estimates and assumptions in this filing.

Payroll Taxes
Payroll taxes are calculated based on DCPP O&M labor cost
forecast, DCPP retention headcount and 2023 GRC adopted payroll tax
factors. The payroll taxes include Social Security Tax (Old Age,
Survivors, and Disability Insurance (OASDI)), Medicare Tax, Federal
and State Unemployment Tax. Specifically, the RO model uses 2023
GRC adopted payroll tax factors to estimate the following elements of
payroll tax:
1) Taxes associated with the Federal Insurance Contribution
Act (FICA) (OASDI and Medicare) — FICA taxes are a function of
taxable wages and the OASDI and Medicare tax rates, respectively;
2) Taxes associated with Federal Unemployment Insurance (FUI) —
FUI taxes are a function of headcount, maximum per-capita FUI tax
amount, and FUI tax rate; and

4 pub. Util. Code Section 712.8(f)(6).

5
6

Pub. Util. Code Section 712.8(f)(5).
Pub. Util. Code Section 712.8(9g).
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3) Taxes associated with State Unemployment Insurance (SUI) — SUI
taxes are a function of headcount, maximum per-capita SUI tax

amount, and SUI tax rate.

f. Income Taxes

PG&E’s estimated income taxes represent the federal and state
income tax expense associated with PG&E’s taxable income (profit) or
taxable loss from extended operations. PG&E uses the currently
enacted federal corporation income tax rate of 21 percent and California
corporation state income tax rate of 8.84 percent.

In this filing, income taxes are only driven by the Fixed Payments
authorized under SB 846, since these amounts constitute PG&E’s profit
component in lieu of a rate-based return on investment. The forecasted
tax recovery amounts for Fixed Payments are grossed up for federal
and state income tax in the revenue requirement calculation to enable
PGA&E to recover its authorized after-tax return approved under SB 846.
Additional explanation of income tax estimates and assumptions are
included in Chapter 5.

C. Conclusion
PG&E respectfully requests that the Commission adopt a total revenue
requirement of $1,149 million (excluding interest and RF&U). The revenue
requirement set forth in this filing is calculated using the RO model and is based
on the incremental costs presented and included in other testimony submitted in
this filing. The detailed revenue requirement calculation is provided in the

workpapers supporting this chapter.
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PACIFIC GAS AND ELECTRIC COMPANY
CHAPTER 7
STATUTORY FEES

A. Summary of Request

The purpose of this chapter is to request approval of: (1) $79.1 million
Diablo Canyon Power Plant (DCPP) Units 1 and 2 Fixed Payment forecast,
(2) $160 million DCPP Units 1 and 2 Volumetric Performance Fees (VPF)
forecast,2 (3) the associated VPF and Fixed Payment escalation factors,3 and
(4) $225 million in the DCPP Liquidated Damages subaccount funding# for the
extended operations period of November 3, 2024, through December 31, 2025

record period.

Organization of The Remainder of This Chapter
The remainder of this chapter is organized as follows:
o Section C — Fixed Payment Request;
e Section D — Volumetric Performance Fee Request;
e Section E — Volumetric Performance Fee and Fixed Payment Escalation

e Section F — Liquidated Damages Subaccount Funding Request.

1. Fixed Payment Forecast Request

Pacific Gas and Electric Company (PG&E) requests the California
Public Utilities Commission (CPUC or Commission) approval to recover a
total combined Fixed Payment forecast for DCPP Units 1 and 2 in the
amount of $79.1 million for the extended operations period of
November 3, 2024 through December 31, 2025. This total request is the
sum of: (1) the DCPP Unit 1 Fixed Payment in the amount of $8.4 million for
the 2024 extended operations year for the period November 3, 2024,

Public Utilities Code (Pub. Util. Code) Section 712.8(f)(6)(A).

Pub. Util. Code Section 712.8(f)(5) and 712.8(f)(6)(A).

B.
Rates; and
C. Fixed Payment
1
2 pyb. Util. Code Section 712.8(f)(5).
3
4

Pub. Util. Code Section 712.8(g) and Pub. Util. Code Section 712.8 (i)(1).

7-1
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through December 31, 2024, (2) the DCPP Unit 1 Fixed Payment in the
amount of $52.5 million for the 2025 extended operations year for the period
January 1, 2025, through December 31, 2025, and (3) the Unit 2 Fixed
Payment in the amount of $18.3 million for the 2025 extended operations
year for the period August 27, 2025, through December 31, 2025.

Fixed Payment Forecast Methodology

The DCPP Unit 1 Fixed Payment forecast for the 2024 extended
operations year is the sum of: (1) $50 million, (2) multiplied by
59 days/365 days, the number of days of extended operation for Unit 1 in
2024 (3) multiplied by the cumulative escalation factor of 3.66 percent for
the period 2022 to 2024. The DCPP Unit 1 Fixed Payment forecast for the
2025 extended operations year is the sum of: (1) $50 million, (2) multiplied
by the cumulative escalation factor of 4.9 percent for the period 2022 to
2025. The DCPP Unit 2 Fixed Payment forecast for the 2025 extended
operations year is the sum of: (1) $50 million, (2) multiplied by 127
days/365 days, the number of days of extended operation for Unit 2 in 2025
(3) multiplied by the cumulative escalation factor of 4.9 percent for the
period 2022 to 2025.9

Fixed Payment Cost Recovery Authority

Recovery of the Fixed Payment from PG&E service area customers and
by the customers of all load-serving entities (LSE) subject to the
Commission’s jurisdiction is authorized pursuant Pub. Util. Code
Section 712.8(f)(6)(A) as follows:

In lieu of a rate-based return on investment and in acknowledgment of
the greater risk of outages in an older plant that the operator could be
held liable for, the commission shall authorize the operator to recover in
rates a fixed payment of fifty million dollars ($50,000,000), in 2022
dollars, for each unit for each year of extended operations, subject to
adjustment in subparagraphs (B) to (D), inclusive. The amount of the
fixed payment shall be adjusted annually by the commission using
commission-approved escalation methodologies and adjustment
factors. (Emphasis added.)

Additionally, the Commission found in Decision (D.) 23-12-036 that
although Pub. Util. Code Section 712.8(f)(6)(A) did not specify which group

5 See Workpapers Supporting Chapter 7, p. 7-1 and pp. 7-3 to 7-5.
7-2
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of customers would pay for these costs the Commission presumed the costs
would be recovered from “ratepayers of all LSEs subject to the
Commission’s jurisdiction—via an NBC—per subsection (I)(1).”6

D. Volumetric Performance Fee

Volumetric Performance Fee Forecast Request

Forecast of PG&E Service Area Volumetric Performance Fee

PG&E requests Commission approval to recover a total combined
VPF for DCPP Units 1 and 2 in the amount of $79.8 million for the
extended operations period of November 3, 2024, through
December 31, 2025, to be borne by PG&E’ electric distribution
customers. This total request is the sum of: (1) the Unit 1 VPF forecast
of $9.7 million for the period November 3, 2024 through December 31,
2024, and (2) the combined full year 2025 Unit 1 and Unit 2 forecast of
$70.1 million. The full year 2025 forecast is the combined Unit 1
forecast for the period January 1, 2025 through December 31, 2025 and
the Unit 2 forecast for the period August 27, 2025 through December 31,
2025.

Forecast of All Electric LSEs Volumetric Performance Fee

PG&E requests Commission approval to recover a total combined
VPF for DCPP Units 1 and 2 in the amount of $79.8 million for the
extended operations period of November 3, 2024, through
December 31, 2025, to be borne by the customers of all Electric LSEs.
This total request is the sum of: (1) the Unit 1 VPF forecast of
$9.7 million for the period November 3, 2024, through December 31,
2024, and (2) the combined full year 2025 Unit 1 and Unit 2 forecast of
$70.1 million. This forecast is the combined Unit 1 forecast for the
period January 1, 2025 through December 31, 2025 and the Unit 2
forecast for the period August 27, 2025 through December 31, 2025.

6

D.23-12-036, p. 68.
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Performance Fee

The VPF to be borne by the customers in PG&E's service territory
for DCPP Units 1 and 2 is the sum of: (1) $6.50 multiplied by the
cumulative escalation factor of 3.87 percent for the period 2022 to 2024,
multiplied by the Unit 1 extended operations electric generation forecast
of 1,442 gigawatt-hours (GWh) for the period November 3, 2024,
through December 31, 2024, plus (2) $6.50 multiplied by the cumulative
escalation factor of 5.61 percent for the period 2022 to 2025, multiplied
by 10,207 GWh for the combined Unit 1 extended operations electric
generation forecast for the period January 1, 2025 through
December 31, 2025 and the Unit 2 extended operations electric
generation forecast for the period August 27, 2025 through
December 31, 2025.7

Methodology of All Electric LSEs Volumetric Performance Fee
Forecast

The VPF to be borne by the all-electric LSEs for DCPP Units 1
and 2 is the sum of: (1) $6.50 multiplied by the cumulative escalation
factor of 3.87 percent for the period 2022 to 2024, multiplied by the
Unit 1 extended operations electric generation forecast of 1,442 GWh
for the period November 3, 2024, through December 31, 2024, plus
(2) $6.50 multiplied by the cumulative escalation factor of 5.61 percent
for the period 2022 to 2025, multiplied by the 10,207 GWh electric
generation forecast for the year 2025. This forecast is the combined
Unit 1 extended operations electric generation forecast for the period
January 1, 2025 through December 31, 2025 and the Unit 2 extended
operations electric generation forecast for the period August 27, 2025
through December 31, 2025.8

See Workpapers Supporting Chapter 7, p. 7-1, and pp. 7-6 to 7-7.
8  Ibid.
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3. Volumetric Performance Fee Forecast Cost Recovery Authority

Recovery of the VPF from PG&E service area customer and statewide
LSEs is authorized pursuant Pub. Util. Code Section 712.8(f)(5) as follows:

In lieu of a rate-based return on investment and in acknowledgment of
the greater risk of outages in an older plant that the operator could be
held liable for, the commission shall authorize the operator to recover in
rates a volumetric payment equal to six dollars and fifty cents ($6.50), in
2022 dollars, for each megawatthour generated by the Diablo Canyon
powerplant during the period of extended operations beyond the current
expiration dates, to be borne by customers of all load-serving entities,
and an additional volumetric payment equal to six dollars and fifty cents
($6.50), in 2022 dollars, to be borne by customers in the service territory
of the operator. The amount of the Volumetric Performance Fee shall
be adjusted annually by the commission using commission-approved
escalation methodologies and adjustment factors.

E. Volumetric Performance Fee and Fixed Payment Escalation Rates

Fixed Payment Escalation Rate

PG&E requests Commission approval of PG&E'’s proposed 2024 Fixed
Payment average cumulative escalation rate of 3.66 percent and its
proposed 2025 fixed payment average cumulative escalation rate of
4.9 percent. These proposed escalation rates are the sum average of the
“S&P Market Intelligence Power Planner Service, Global IHS Markit Power
Planner Service Third-Quarter 2023 Forecast” Gas Distribution, Gas
Transmission, Gas Storage, Electric Distribution, Nuclear Generation, Hydro
Generation, and Fossil Generation capital cumulative escalation rates for
2024 and 2025. 2022 is the base year for PG&E’s cumulative escalation
rate calculation.9

PG&E proposes this methodology given the Fixed Payment is expressly
stated in 2022 dollars and given it is provided in lieu of a rate base return, as
excerpted in Section C.3. above. As rate base is comprised of capital items,
and DCPP extended operations projects and activities no longer accumulate
to PG&E’s capital rate base, PG&E proposes this escalation methodology,
which is comprised of CPUC-jurisdictional capital expenditures Functional
Areas (formerly Line of Business) cumulative annual capital escalation, as
an appropriate escalation methodology for the Fixed Payment.

9

See Workpapers Supporting Chapter 7, p. 7-5.
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Volumetric Performance Fees Escalation Rate

PG&E requests Commission approval of PG&E'’s proposed 2024 VPF
cumulative escalation rate of 3.87 percent and its proposed 2025 VPF
escalation rate of 5.61 percent. 2022 is the base year for PG&E’s
cumulative escalation rate calculation. Both proposed cumulative escalation
rates are a composite escalation rate that is the sum of: (1) the weighted
average cumulative PG&E labor expense escalation rate and (2) the
weighted average cumulative non-labor Operations and Maintenance (O&M)
and Administrative and General (A&G) expense escalation rate.10

PG&E proposes this methodology given the VPF is expressly stated in
2022 dollars, as excerpted in Section D.3. above. As the funds collected
from the VPF are permitted to be spent on public purpose priorities that
span CPUC-jurisdictional Functional Areas (formerly referred to as Line of
Business) activities, PG&E proposes this escalation, which is comprised of
all CPUC-jurisdictional Functional Areas cumulative annual labor expense
and non-labor expense escalation, as an appropriate escalation

methodology for the VPF.

a. Weighted Average Cumulative PG&E Labor Expense Escalation

Rate
The weighted average cumulative PG&E labor expense escalation

rate is the sum of PG&E’s present companywide labor escalation rate of
3.75 percent cumulative escalation amounts for 2024 and 2025 with
2022 as the base year for the cumulative escalation factor calculation.
The weighted average cumulative labor expense escalation rate
weighted average is the 2023 General Rate Case (GRC) imputed
adopted test year 2023 total labor expense percentage.11

b. Weighted Average Cumulative Non-Labor O&M and A&G Expense
Escalation Rate
The weighted average cumulative non-labor O&M and A&G
expense escalation rate is the sum average of the “S&P Market
Intelligence Power Planner Service, Global IHS Markit Power Planner

10 See Workpapers Supporting Chapter 7, pp. 7-6 to 7-7.
M Ibid.
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Service Third-Quarter 2023 Forecast” cumulative Gas Distribution, Gas
Transmission, Gas Storage, Electric Distribution, Nuclear Generation,
Hydro Generation, and Fossil Generation non-labor O&M escalation
forecast values and A&G escalation forecast values for 2024 and 2025.
The weighted average cumulative non-labor expense escalation rate
weighted average is the 2023 GRC imputed adopted test year 2023 total

non-labor expense percentage.12

F. Liquidated Damages Subaccount Funding

1.

Liquidated Damages Subaccount Funding Forecast Request

PG&E requests Commission approval to recover a total combined
liquidated damages funding forecast for DCPP Units 1 and 2 in the amount
of $225 million for the extended operations period of November 3, 2024
through December 31, 2025. This total request is the sum of: (1) the DCPP
Unit 1 liquidated damages funding in the amount of $175 million for the
DCPP Unit 1 extended operations period of November 3, 2024 through
December 31, 2025, and (2) the DCPP Unit 2 liquidated damages funding in
the amount of $50 million for the Unit 2 extended operations period of
August 27, 2025, through December 31, 2025.

Liquidated Damages Subaccount Funding Forecast Methodology

The DCPP Unit 1 liquidated damages funding forecast methodology is
the sum of $12.5 million multiplied by 14, the number of months for the
DCPP Unit 1 extended operations period of November 3, 2024, through
December 31, 2025. The DCPP Unit 2 liquidated damages funding forecast
methodology is the sum of: (1) $12.5 million multiplied by (2) 4, the number
of months for the DCPP Unit 2 extended operations period of August 27,
2024, through December 31, 2025.13

Liquidated Damages Funding Recovery Authority

Recovery of the liquidated damages funding from customers of
statewide LSEs is authorized pursuant Pub. Util. Code Section 712.8(g) and
Section 712.8(i)(1), as follows:

12 1pjq.
13 See

Workpapers Supporting Chapter 7, p. 7-2.
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Section 712.8(q):

The commission shall authorize and fund as part of the charge under
paragraph (1) of subdivision (l), the Diablo Canyon Extended Operations
liquidated damages balancing account in the amount of twelve million
five hundred thousand dollars ($12,500,000) each month for each unit
until the liquidated damages balancing account has a balance of three
hundred million dollars ($300,000,000).

Section 712.8(i)(1):

During any unplanned outage periods, the commission shall authorize
the operator to recover reasonable replacement power costs, if incurred,
associated with Diablo Canyon powerplant operations. If the
commission finds that replacement power costs incurred when a unit is
out of service due to an unplanned outage are the result of a failure of
the operator to meet the reasonable manager standard, then the
commission shall authorize payment of the replacement power costs
from the Diablo Canyon Extended Operations liquidated damages
balancing account described in subdivision (g).
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PACIFIC GAS AND ELECTRIC COMPANY
CHAPTER 8
CALIFORNIA INDEPENDENT SYSTEM OPERATOR
CORPORATION MARKET REVENUES

This chapter presents Pacific Gas and Electric Company’s (PG&E) forecast
for California Independent System Operator Corporation (CAISO) energy market
revenues generated by Diablo Canyon Power Plant (DCPP) during the period of
November 3, 2024, to December 31, 2025. DCPP receives energy market
revenues by generating electricity which is sold into the CAISO’s wholesale
energy market. Forecasted generation revenues are an important component of
the overall revenue requirement forecast for DCPP’s extended operations.
These revenues represent a significant offset to the plant’s operating and fixed
costs, reducing the total revenue requirement which must be recovered from
statewide customers. This practice is consistent with existing ratemaking
procedures in PG&E’s Energy Resource Recovery Account (ERRA) forecast
proceeding and is consistent with statutory direction contained in Senate
Bill 846. Specifically, Public Utilities Code (Pub. Util. Code) Section 712.8(h)(1)
directs PG&E “...to recover all reasonable costs and expenses necessary to
operate Diablo Canyon... net of market revenues...”1 Additionally, the statute
directs this cost recovery to occur in a forecast proceeding structured “similarly
to [PG&E’s] annual [ERRA] forecast proceeding...”2 Consistent with this
guidance, the methodology below comports with existing practices where
possible while accounting for the unique circumstances of DCPP’s extended
operations. In the following sections, PG&E describes its proposed
methodology for forecasting the plant’s CAISO energy market revenues and
reports out the forecasted results for the period of November 3, 2024, to

Pub. Util. Code Section 712.8(h)(1) (emphasis added).

A. Introduction
December 31, 2025.

1

2 pid.
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B. CAISO Energy Market Revenue Forecast Methodology

The CAISO’s energy market revenue forecast starts with the generation
forecast described in Chapter 4. The generation volumes are then multiplied by
an appropriate market reference price to produce the energy market revenue
forecast. Since the California Public Utilities Commission (Commission) does
not identify a specific market reference price to be used in this context, PG&E
used a market reference price that is analogous to the Power Charge
Indifference Adjustment (PCIA) energy index benchmark used in the ERRA
forecast proceeding.

The standard PCIA energy index benchmark is constructed using
time-weighted Platts on- and off-peak North of Path 15 (NP15) monthly forward
prices. The resulting monthly price curve is then averaged across the months to
form a single annual price. The single annual price is then further adjusted by a
portfolio weighting factor that reflects the average historical variance between
generation revenues received by PCIA-eligible resources and actual average
NP15 prices calculated over the prior 3-year period.3

In this instance, PG&E followed the same approach described above in
developing the CAISO market reference price. However, the portfolio weighting
factor calculation relied exclusively on actual DCPP CAISO generation and
revenue data as opposed to the entire PCIA-eligible portfolio. Separate Platts
NP15 on- and off-peak forward price curves generated throughout the month of
January 2024 were averaged to form aggregate average on- and off-peak price
curves with delivery dates running from November 2024 through December
2025. The two aggregate average price curves were then averaged together
using time weights based on the traditional 6x16 on-peak hourly designation with
appropriate adjustments for North American Electric Reliability Corporation
holidays to form a single forward price curve. The portfolio weighting factor was
calculated using historic DCPP CAISO energy market revenues and metered
generation spanning the last three calendar years (2021-2023). PG&E wiill
update the market reference price calculation in the Fall using the latest NP15
Platts price curves provided by the Commission as part of its standard PCIA
energy index benchmark updating process.

See Decision 23-06-006, Appendix B.
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Market Revenue Forecast
The resulting generation energy market revenue forecast is summarized in
the table below:

TABLE 8-1
FORECAST OF CAISO ENERGY MARKET REVENUES

Total CAISO Market Generation
Line Generation Reference Price Revenues
No. Year (GWh) ($/Megawatt-Hour) $000
1 2024 1,442 78.44 113,090
2 2025 10,207 68.57 699,901

As described above, the generation energy market revenue forecast will
serve to offset the costs of DCPP’s extended operations. PG&E’s consolidated
revenue requirement request, net of the forecasted energy market revenues
shown in this chapter, is presented in Chapter 11.

8-3
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PACIFIC GAS AND ELECTRIC COMPANY
CHAPTER 9
PLANNED USAGE OF FUNDS FROM VOLUMETRIC
PERFORMANCE FEES

Introduction

The purpose of this chapter is to present Pacific Gas and Electric
Company’s (PG&E) plan for 2025 volumetric performance-based fees (VPF)
expenditures covering the period of November 3, 2024 to December 31, 2025
pursuant to the public purpose priorities identified in Section 712.8(s)(1). This is
a unique opportunity to accelerate work among the enumerated customer
priorities identified in Senate Bill (SB) 846. In Decision (D.) 23-12-036, the
California Public Utilities Commission (CPUC or Commission) directed PG&E to
file an application setting forth planned use of the VPF revenues prior to making
any expenditures. PG&E is satisfying that requirement with this showing, which
provides the process and factors considered to determine the uses of the VPFs
within 2025 to accelerate, or increase spending on, the critical public purpose
priorities identified within SB 846 to the extent not required to be contributed to
offset Diablo Canyon Power Plant (DCPP or Diablo Canyon) operating costs.

As described below, PG&E has developed an approach for this application
that aims to balance the need for planning certainty to perform work and
recognition of need to fund emergent work related to safety and risk activities
with the uncertainty of the final amount of VPFs to be earned in 2025. As a
result, the VPF usage is designed as a “waterfall” of priority uses, starting with
defined customer-benefitting programs, followed by an allocation of contingency
funds for key risk and safety programs, and then contribution of any remaining
funds to offset Diablo Canyon operating costs. In this way, all of the VPFs will
be put to work for the benefit of customers on critical public purpose priorities as
quickly as possible. However, in the event PG&E earns less than the forecasted
amount of volumetric fees in 2025, PG&E does not earmark 100 percent of the
funds for defined uses (i.e., some amounts are assigned for contingency for key
safety and risk programs), so less would be available for use as contingency.

Finally, PG&E presents the accounting tracking mechanism to be used to
ensure compliance with SB 846 and D.23-12-036.

9-1
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The total forecast for the VPFs collected in 2025 (covering the period of
November 3, 2024 to December 31, 2025) is $159.6 million as shown in
Chapter 7.

Legislative and Regulatory Background

In lieu of a rate base return, Public Utilities Code (Pub. Util. Code)
Section 712.8(f)(5) authorizes PG&E to recover VPFs, as follows:

In lieu of a rate-based return on investment and in acknowledgment of the
greater risk of outages in an older plant that the operator could be held liable
for, the commission shall authorize the operator to recover in rates a
volumetric payment equal to six dollars and fifty cents ($6.50), in 2022
dollars, for each megawatthour generated by the Diablo Canyon powerplant
during the period of extended operations beyond the current expiration
dates, to be borne by customers of all load-serving entities, and an
additional volumetric payment equal to six dollars and fifty cents ($6.50), in
2022 dollars, to be borne by customers in the service territory of the
operator. The amount of the operating risk payment shall be adjusted
annually by the commission using commission-approved escalation

methodologies and adjustment factors.1

In Section 712.8(s)(1), the Legislature directed that the VPF revenues be

used to accelerate or increase spending on critical public purposes priorities as

follows:

a)
b)

c)
d)
e)
f)

Accelerating customer and generator interconnectionsl;]

Accelerating actions needed to bring renewable and zero-carbon
energy online and modernize the electrical grid[;]

Accelerating building decarbonization[;]
Workforce and customer safety[;]
Communications and education[; and]

Increasing resiliency and reducing operational and system risk.2

Section 712.8(s)(1) also required that the compensation “shall not be paid

out to shareholders.”3

In D.23-12-036, the Commission directed a formal application process to

review and plan for PG&E’s use of the compensation.4 The Commission

A ODN =

Pub. Util. Code § 712.8(f)(5).

Pub. Util. Code § 712.8(s)(1)(A-F).

Section 712.8(s)(1).

D.23-12-036, p. 139, Ordering Paragraph 15.
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affirmed that Section 712.8(s)(1) provides PG&E with “some amount of
discretion” on the use of the VPFs subject to statutory provisions.® However,
the Commission directs that in the event that DCPP’s actual recorded operating
costs are more than fifteen percent above the approved forecast in the annual
March cost recovery filings, then PG&E must first use the VPF to offset the costs
above 115 percent before they are used for another purpose.6

For PG&E’s first application (which is the present application), the
Commission directed that PG&E focus on the planned usage of the funds, which
PG&E provides in this chapter.”?

For subsequent applications, the Commission instructed that the contents

include the following:

e Citation to the [Diablo Canyon Extended Operations Balancing Account
(DCEOBA)] and the costs recorded there to demonstrate how the funds
were used, and also whether any of the funds were used to offset costs
in excess of PG&E’s approved [Diablo Canyon Power Plant] DCPP
Extended Operations Cost Forecast application...

e [A] declaration, under penalty of perjury, from PG&E’s Chief Financial
Officer:

— None of the funds collected pursuant to Section 712.8(f)(5) were
paid out to shareholders|;]

— None of the funds collected pursuant to Section 712.8(f)(5) earned a
rate of return for PG&E[;]

— No profit was realized by PG&E’s shareholders through the
expenditures of funds collected pursuant to Section 712.8(f)(5)[;
and]

— Neither PG&E nor any of its affiliates or holding company increased
public earning per share guidance as a result of compensation
provided under Section 712.8. ...

D.23-12-036, p. 110.

D.23-12-036, pp. 110-111. If PG&E’s Application for Rehearing of D.23-12-036
concerning the Commission’s findings, legal conclusions, and orders relating to PG&E’s
use of VPFs and the Commission’s interpretation of Section 712.8(s)(1) is granted, the
requirement to offset costs above 115 percent before they are used for another purpose
would not apply.

D.23-12-036, p. 112, fn. 294.
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e [A] detailed report on how the fees were used solely for the purpose of
covering DCPP extended operations costs or critical public priorities

authorized by the previous year’s ... [a]pplication.8
As noted above, PG&E presents its planned usage here for its first
application, and will include additional required contents in subsequent
applications, or in advice letters (AL) if its proposal below is adopted by the

Commission.

Process for Developing Section 712.8(s)(1) Public Purpose Priorities
PG&E has developed a process to determine which Section 712.8(s)(1)

public purpose priorities are appropriate to focus on for each year. The below

process is designed to meet or exceed what is required of by Section 712.8(f)(5)
and (s)(1), which generally provides PG&E with discretion (within the bounds of
the six public purpose priorities and to the extent not needed by for

Diablo Canyon) and ensures a repeatable, transparent process. PG&E intends

to exercise that discretion by taking a waterfall approach to determine uses for

the VPF:

o First, PG&E will pre-select defined uses for a portion of the forecasted VPF,
as outlined in Section D, below. This provides some measure of budget
certainty so that PG&E can, over the course of 2024, proactively plan for
and then efficiently execute on these customer-benefitting programs in
2025. This approach accelerates achievement of the customer benefits
consistent with Section 712.8(s).

e Second, PG&E acknowledges and accounts for the potential for PG&E to
earn less than the forecasted amount of volumetric fees by not earmarking
100 percent of the funds for defined uses (i.e., by reserving some as
contingency for key safety and risk programs). Should PG&E not earn the
full forecasted fees, then less would be available for use as contingency.
These reserved funds, if earned, will be used for unforeseen key critical risk
and safety work in certain major work categories (MWC), as outlined in
Section D, below. Use of funds for these safety and risk projects not only
improves the safety of the PG&E system and reduce workforce and

customer risk, it should also be administratively efficient by potentially

8

D.23-12-036, p. 113.
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reducing or even eliminating the need for further cost recovery applications

depending on the actual usage.

o Lastly, with respect to any funds remaining after the defined used and
contingency uses, PG&E will use discretion to offset DCPP operating costs
on an annual basis even if the recorded costs are not in excess of the
15 percent threshold.

As part of its planning process, PG&E ensures that VPF uses fall into an
eligible category as defined by the six critical public purpose priorities outlined in
Section 712.8(s)(1) and that PG&E has not requested nor is currently receiving
funding for those uses through another regulatory proceeding. PG&E completes
an analysis to understand what portions of planned spend are either separate
from or in excess of what is already approved in rates through other regulatory
proceedings, such as the General Rate Case (GRC). This analysis is similar to
the analysis and reporting conducted for the annual Risk Spend Accountability
Report, but is completed prospectively, rather than retrospectively. In other
words, PG&E compares the forecasted costs for a new program or imputed
adopted costs from the GRC with the updated forecasted expenditures.

As a result of this imputed analysis, PG&E can evaluate and identify which
programs in its portfolio that deliver key customer benefits as outlined in
Section 712.8(s)(1) would be eligible for the additional resources and funds. If
planned spend in an eligible category is in excess of current recovery in rates,
PG&E will mark that incremental spend as potential use for the VPFs. For
programs that are new programs, no imputed analysis is conducted because the
program would not have been included in a prior rate case.

As part of PG&E’s annual planning process, emergent customer and system
needs are reviewed. Within that review, the emergent needs are assessed for
their alignment with the six critical public purpose priorities outlined in
Section 712.8(s)(1), and if aligned, they are identified as potential uses for the
VPF.

Lastly, as part of the imputed analysis, PG&E will identify and track the
portions of program spend tied to these volumetric VPFs to ensure those
portions of spend are not requested in future filings, for example such as the
2027 GRC or subsequent Wildfire Mitigation and Catastrophic Events

applications.
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D. Planned Uses for VPFs Collected in 2025

As a result of the process described above, PG&E identified multiple areas

that comply with Section 712.8(s)(1) and that are either incremental to the GRC

imputed amounts or that are net new programs that were not funded as part of

the GRC decision. Assuming that the recorded actual costs do not exceed

fifteen percent above PG&E’s approved forecast for DCPP operating costs,

PG&E plans to prioritize the VPFs collected in 2025 on the following
Section 712.8(s)(1)(A) items, described below. While PG&E provides estimated
forecast amounts, PG&E may revise the total amounts among the various uses

and categories depending on circumstances at the time of their use.

1.

Comprehensive Pole Inspection Program (~$30 million-$60 million)
The Comprehensive Pole Inspection (CPI) program is PG&E’s new
program that utilizes aerial drone inspection photography and intrusive
testing data to holistically assess the condition of electric distribution assets.
With over 800,000 open maintenance tags on electric distribution assets,
some of which were created in 2019 or earlier, it is critical for PG&E to
identify the most urgent work to prioritize. The CPI program is used to
identify where asset health conditions on assets have escalated in severity
and require immediate or near-term maintenance. It also will validate that
identified conditions meet current guidance criteria for maintenance work.
The aerial inspection that is part of the CPI program gives PG&E a
superior view of its electric assets, including those components most likely
to present a safety or wildfire risk. For example, drone photography enables
PG&E to see hollowed-out pole tops, rotten crossarms, and broken tie wire
and conductor that is challenging or impossible to see from a ground
inspection. Adding aerial inspections to our distribution inspections portfolio
in our highest risk areas leverages a best practice that other utilities in
California have already implemented. The intrusive component of the CPI
program entails using drills to allow PG&E to assess the structural integrity
of its wood electric distribution poles. The intrusive test also evaluates
whether or not pole reinforcement would be a better alternative than pole
replacement in some cases. Together, the aerial and intrusive inspections
allow PG&E to determine with unprecedented accuracy the severity of

conditions on its distribution assets and the necessity for maintenance.
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The CPI program satisfies Section 712.8(s)(1)(F) (Increasing resilience
and reducing operational and system risk) by ensuring that our distribution
maintenance programs are appropriately prioritized and that asset health
conditions that have escalated or were never visible from a ground
perspective are addressed urgently. In other words, the CPI program
provides better data to ensure PG&E is addressing the highest risk work
first. Completing the maintenance work that is most critical to prevent
failures is essential for building a distribution grid that is resilient to storms
and a range of environmental conditions. Addressing asset health
conditions in a risk-informed order benefits customers from a public safety
and wildfire perspective in addition to reducing the risk of equipment failures
that lead to customer outages.

After successful pilots in 2023, PG&E expanded the CPI program in
2024 and plans to use this program in 2025 and beyond. The CPI program
was not described in PG&E’s 2023 GRC. The areal inspection component
of this work is completed within MWC BF, while the intrusive testing

component is completed within MWC GA.

Accelerated Enhancements of Asset Management, Inspection, and
Maintenance Activities Required for Safe and Reliable Operations of
Hydro System Infrastructure (~$20 million-$40 million)

Accelerated enhancements of Hydro Asset Management, Inspection,
and Maintenance activities will enable PG&E to expeditiously address gaps
identified during PG&E’s ISO 55001 certification process, incorporate
corrective actions stemming from recent asset failures sooner, and
implement new, industry-leading practices for proactively managing asset
lifecycle and reducing risk tolerance for asset material condition. These
enhancements enable a wholistic asset-risk management approach,
focused on bolstering asset knowledge, the threats posed by PG&E’s
operational environment, and the potential consequences of a failure in
order to reduce safety and reliability risks for PG&E.

With large amounts of intermittent renewables added to the grid and
climate change creating extreme periods of heat during the summer months,
PG&E has experienced new challenges and greater operational demands to

support grid reliability and flexible operation on its hydro generation fleet

9-7
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requiring hydro assets to be operated in new ways that are different than

originally designed. The combination of these changing operational

demands on existing aging infrastructure, and PG&E’s goal to maintain ISO

55001 certification, requires PG&E’s Hydro Asset Management System

(AMS) to evolve more quickly than previously planned.

The scope of enhancements includes (1) critical asset and attribute
identification, (2) detailed Failure Modes and Effects Analyses, expansion of
risk modeling, and asset failure and health analytics, (3) expanding and
optimizing inspections and maintenance based on risk informed decision
making, and (4) advancing inspection methods to include industry-leading
technologies enabling early detection of asset failure modes.

Additional incremental operations and maintenance (O&M) activities will
be required to resolve known and newly identified gaps during the buildout
of the enhanced AMS. This includes, but is not limited to:

« Performance of deferred corrective maintenance, and an increase in
routine maintenance including the establishment of additional risk
mitigation measures:

- Water Storage and Delivery assets and sub-components (including

spill channels, gates, valves, alarm testing/calibration);

- Expedited (or Expanded) Vegetation, Rodent, Dredging and

Reservoir Debris Management;

—  Critical Support Facilities (including roads, bridges, cranes, lodging,

trams/cableways, and IT infrastructure);

- Standardized asset maintenance plans across the hydro system,

including Instrumentation and Control scope;

e Increase in staffing of key operational positions, such as hydro control
room operators to add critical redundancy in operational decision
making;

o Development of more comprehensive Operations and Maintenance
standards and procedures to reduce operational risk, including training
in support of sustaining a skilled and qualified workforce; and

e Enhancements of our Hydro Public Safety Program aimed at public

safety improvements across our hydro waterways.
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The accelerated enhancement of Hydro Asset Management, Inspection,
and Maintenance activities described above satisfies Section 712.8(s)(1)(F)
(Increasing resilience and reducing operational and system risk) by ensuring
that the hydro generation assets are being operated, maintained, and
inspected as part of a holistic asset-risk management system. By expediting
the implementation of such enhancements, PG&E can continue to maintain
safe and reliable operation of its hydro fleet, which is critical for intermittent
renewable integration, grid reliability, and customer energy needs, and
supports California’s greenhouse gas emissions reduction targets. This
program also will indirectly support Section 712.8(s)(1)(B) (Accelerating
actions needed to bring renewable and zero-carbon energy online and
modernize the electrical grid) by promoting flexible operations needed to
accommodate increasing amounts of intermittent renewables added to the
grid.

The activities enumerated herein were not included in PG&E’s 2023
GRC, and this acceleration is necessary to maintain PG&E’s ISO 55001
certification that was originally obtained in March of 2022. These activities
will be completed under MWCs AX, IG, KH, and KI.

Accelerating Interconnections and Actions to Reduce Operational Risk
and Modernize the Grid More Efficiently Through Operating System
Enhancements (~$20 million-30 million)

A third defined funding program relates to subprograms that result in
customer-benefitting improvements across the company, including
streamlining processes resulting in expedited timelines for customer
interconnections, integrated planning accelerating the execution of work to
modernize the grid more efficiently, increase resiliency and reduce
operational and system risk. By enabling a more efficient work production
system, PG&E will increase and expedite its capacity to complete more work
for customers within all six of the critical public purpose priorities outlined in
Section 712.8(s)(1), but especially within (A) Accelerating customer and
generator interconnections, (B) Accelerating actions needed to bring
renewable and zero-carbon energy online and modernize the electrical grid,
(D) Workforce and customer safety, and (F) Increasing resiliency and

reducing operational and system risk.
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The resulting operational efficiencies will directly benefit customers by
increasing throughput and work volume delivery, therefore enabling more
work for the same funding approved in rates not only in the near-term but
also on a go-forward basis, thereby providing lasting customer benefits
beyond 2025.

Specifically, through Lean Operating System Implementation
(~$10 million-$15 million), PG&E is able to reduce obstacles and challenges
in efficiently performing day-to-day work, and deliver better outcomes for our
customers in order to obtain higher quality, lower cost, and shorter lead time
for customers. These focused efforts increase PG&E’s operational capacity
to complete more work for customers within GRC authorized funding
therefore at no additional cost to customers. The subprograms will
implement new work practices by establishing and expanding model yards
within our regional operations and by optimizing the end-to-end value
stream for our key critical customer programs, such as new customer
connections.

Through our initial efforts implementing the Lean Operating System in
2023, PG&E was able to drive improvements within our new customer
connections process, which include a 30 percent reduction in the backlog of
work in process for designs, completion of engineering designs in less than
40 days on 50 percent of applications, decreasing the end-to-end lead time
by 13 percent. However, there are more improvements to be made.
Expanding the Lean Operating System to other yards, programs, and
operating lines will improve our ability to meet customers’ needs faster and
at less cost, as well as support our efforts to meet the new timelines
expected to be developed through the CPUC’s Energization Timelines
proceeding (Rulemaking 24-01-018). This is a new and enhanced program
that is not funded through any of our regulatory filings. This work will be
completed in MWC EZ.

In addition, preparation and planning for PG&E’s SAP system upgrade,
(~$10 million-$15 million), will likewise accelerate customer benefits across
multiple priorities, and especially (A), (D), and (F). SAP is one of the world’s
leading producers of software for the management of business processes. .
PG&E has significant customization in its current SAP system that was

9-10
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implemented in the 1990’s, and data spread across 400+ applications.
These customizations over time have led to wide variations in business
processes that are hindering and slowing PG&E’s ability to deliver value for
customers. PG&E plans to sunset its current version of the SAP software by
2027. As part of the new system implementation, PG&E will adopt industry
standard business processes and maximize the use of out-of-the-box
technology to keep ongoing O&M costs as low as possible. PG&E will
consolidate data into one system to enable timely visibility of costs, assets,
and work performance so that PG&E can increase efficiencies and deliver
more value to customers for the same cost into the future through, for
example, integrated scheduling and deployment of resources such as
vehicles and crews to job sites.

Propel is the PG&E program that will lead the migration to S/4AHANA that
will result in standardizing end-to-end processes, enabling modernization
and breakthrough innovation across Engineering, Operations, Finance,
Supply Chain, Human Resources, and Information Technology. This
modernization onto a single SAP platform will improve communication flow,
service planning and delivery, and collaboration with customers to meet
customer on time delivery. Data transparency also improves work
visualization to improve bundling and coordination of jobs in same area to
avoid multiple customer outages and truck rolls to same location. This
technology implementation will build off the Lean Operating System
improvements to increase PG&E’s ability to complete its core work that
aligns with the six critical public purpose priorities outlined in
Section 712.8(s)(1), but primarily within (A) accelerating customer and
generator interconnections, (D) workforce and customer safety, and (F)
increasing resiliency and reducing operational and system risk.

This is a new program that is not funded through any of PG&E’s current
regulatory filings. While the VPF would not cover the full cost of this SAP
upgrade, the use of VPF now will lower the amount PG&E will request later
in a future regulatory filing. More importantly, using VPFs will allow us to
accelerate this work so that we can bring the benefits to customers sooner

than we would otherwise. This work will be completed in MWC JV.
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PG&E Contingency Uses for Safety and Risk (~$40 million-60 million)

PG&E acknowledges the potential for earning less than the forecasted
amount of volumetric performance fees in 2025 (covering the period of
November 3, 2024 to December 31, 2025) depending on DCPP’s actual
generation. PG&E accounts for this possibility in this application by not
earmarking 100 percent of the VPFs for pre-defined uses, but by reserving
some as contingency for key safety and risk programs. These reserved, or
contingency, funds, if earned, will be used for any unforeseen key critical
risk and safety work that falls within one or multiple of the below MWCs and
that exceed imputed GRC authorized amounts for 2025. These categories
include areas where emerging may occur, such as in response to storm or
wind events, landslides, or other unanticipated operational conditions. Each
category satisfies at least one if not more of the six public purpose
categories in Section 712.8(s)(1), with all satisfying Section 712.8(s)(1)(F)
by increasing resiliency and reducing operational and system risk. The

categories are listed below:
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Line
No.

MWV

TABLE 9-1

CANDIDATE PROGRAMS BY MAJOR WORK CATEGORY

Name

(THOUSANDS OF DOLLARS)

Description

2025 GRC
Imputed

BH

Fl

DD

BF

E Dist
Corrective
Maintenance

G Dist
Corrective
Maint

Provide Field
Service

E T&D
Patrol/Insp

Corrective Maintenance Expense includes activities related to
the repair or replacement expense related to electric
distribution infrastructure in response to an outage to
customers or an unsafe condition requiring immediate
response and standby. This also includes the switching of the
system’s configuration in response to overhead and
underground outages occurring under Level 1 conditions. This
switching occurs in order to make the situation safe, restore
power to as many customers as possible, and isolate the
trouble location so repairs can be made.

Corrective Maintenance (Gas) includes work required to repair
or replace damaged or failed gas facilities. In many cases, the
need for such restoration is identified during the “preventive
maintenance” activities described in MWC FH. Corrective
maintenance is broken down into leak repair, dig-in repair,
cathodic protection (CP) restoration, regulatory station repair,
and distribution valve repair.

Customer generated requests for service that require site visit
by field technician. Service requests include investigating
reports of possible gas leaks, carbon monoxide monitoring,
customer requests for stop/starts of gas service, appliance pilot
relights, appliance adjustment and safety checks. Customers
initiate requests for service through PG&Es call centers or local
offices.

Patrolling and inspecting overhead facilities, underground
facilities; infrared inspecting overhead facilities; inspecting and
testing overhead and underground line equipment; inspecting
network transformers; performing special patrols; and other
work associated with maintenance such as the cost of
implementing mobile technology.
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Line
No.

MWV

TABLE 9-1

CANDIDATE PROGRAMS BY MAJOR WORK CATEGORY

Name

(THOUSANDS OF DOLLARS)
(CONTINUED)

Description

2025 GRC
Imputed

GC

FH

GA

E Dist Subst
O&M

G Dist
Preventive
Maint

E T&D Maint
OH Poles

Distribution Substation Operations and Maintenance includes
operations, preventative maintenance, and corrective
maintenance within distribution substations. Specifically, it
includes the following:

e Operations in a substation include — substation facility and
equipment inspections; switching; activities associated with
providing safe conditions for employees; restoring service
to customers; calibrating and adjusting substation
equipment; testing; maintaining station logs and prints;
janitorial and utility services; landscaping maintenance;
purchasing operation supplies; and travel time necessary to
perform field work.

e Preventive maintenance includes — diagnostic testing;
overhauls; washing insulators; application of room
temperature vulcanized rubber coating to reduce the need
to complete periodic insular washing; yard repairs;
refurbishing capitalized emergency and surplus equipment;
animal abatement; and the associated travel time.

e Corrective maintenance includes — repairing failed
equipment; mobile substation and mobile transformer
installation costs; relocating capitalized emergency and
surplus equipment; and the associated travel time.

Preventative Maintenance (Gas) includes work required to
comply with pipeline safety regulations that require PG&E to
conduct periodic or routine maintenance on its gas distribution
system. Preventive maintenance work includes regulator
station maintenance, maintenance on mains and services,
distribution valve replacement, service valve replacement,
atmospheric corrosion inspections, and overall gas
maintenance support.

Maintain Overhead Electric Poles involves activities to assess
the condition of the lower half of poles and to preserve the
poles’ wood strength. This MWC focuses on inspecting, and as
appropriate, testing and treating all 2.3 million distribution poles
in PG&E’s system in a continuous 10-year cycle in compliance
with CPUC regulations. This MWC includes performing a
combination of tests on every pole in the system. Where the
pole condition warrants reinforcement, the pole is restored to its
original strength, extending the pole’s serviceable life.
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TABLE 9-1

CANDIDATE PROGRAMS BY MAJOR WORK CATEGORY

(THOUSANDS OF DOLLARS)

(CONTINUED)
Line 2025 GRC
No. MWV Name Description Imputed
8 DE G Dist Leak Leak Survey includes periodic or routine leak surveys $39,351
Survey performed by PG&E on its distribution system that are
necessary to comply with pipeline safety regulations. MWC DE
also includes special leak surveys conducted by PG&E on its
gas distribution system that are outside of the routine leak
survey schedule for either operating reasons or to assess the
integrity of the pipe.
9 BA E Dist Operate  Electric Distribution Operating Activities includes distribution $34,079
System control center and field operations, including work performed by
distribution system operators, troublemen, electricians, and
electric crews. This work includes operating switches to
transfer load between circuits, isolating customers or
de-energizing sections of line during construction or
maintenance and reconfiguring circuits to mitigate problem
situations.
10 DG G Dist Cathodic CP includes work related to mitigating the effects of corrosion $28,907
Protection on metallic gas distribution pipelines. Corrosion of gas piping
systems can cause leaks and other potential safety hazards. In
the case of steel gas lines, the pipe is coated or wrapped
before installation, followed by the application of CP through
the use of either an impressed system or galvanic anodes as
required by federal pipeline safety regulations.
1 5. Usage for DCPP Operational Costs
2 Finally, to the extent PG&E determines the expenditures for the
3 above-described categories is not needed, or that the VPFs should
4 otherwise be spent on operational costs of DCPP, PG&E will use its
5 discretion to apply the VPFs to reduce DCPP operational costs for all
6 customers.? In the event that DCPP costs exceed 115 percent of approved
7 forecast costs, then D.23-12-036 requires that VPF funds be used to offset
8 costs over 115 percent of the approved forecast.
9 6. Conclusion
10 Through this “waterfall” approach, PG&E will accelerate realization of
11 benefits for customers while retaining flexibility to address emerging work in
12 2025 and applying any residual funding to reduce DCPP operating costs.
13 This is a balanced and pragmatic approach that endeavors to accommodate

9

Pub. Util. Code § 712.8(s)(1).
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the concerns and interests of a range of stakeholders while still advancing

priority work.

E. PG&E’s Plan for Post-Spend Compliance Review

Qualitative Confirmation of Spending Categories

PG&E proposes a process based upon a qualitative and quantitative
review of post-spending categories to ensure these expenditures comply
with Section 712.8(s)(1).

On a qualitative front, the accounting, finance, and regulatory teams will
prepare and document the expenditures and uses, including a
demonstration that the actual spend occurred on one of the uses described
above and within one of the six categories in Section 712.8(s)(1). A
qualitative review both before and after the expenditures will occur to ensure
that the VPFs are spent pursuant to Section 712.8(s)(1), D.23-12-036, and

any subsequent Commission decisions.

Pre- and Post-Spend Accounting Tracking in DCEOBA Sub-Account on
the VPFs

PG&E proposes a “belt and suspenders” approach to track the VPFs in
the DCEOBA and ensure compliance with Section 712.8(s)(1) and
D.23-12-036 requirements.

First, on the front-end, PG&E proposes a pre-spend tracking process.
Specifically, PG&E proposes to allocate the VPF component of the
statewide non-bypassable charge (NBC) rate by estimating a percent
allocation for storing in a Volumetric Performance Fee Subaccount found
within the DCEOBA.10 This allocation will be the percentage of the total
NBC revenue requirement designed to collect VPFs from customers in
rates. As part of the collection of the NBC from its own customers, as well
as SCE and SDG&E customers, PG&E will use this allocation to estimate
the amount of VPFs to be stored in the VPF Subaccount. By storing these
revenues as they are collected separately, PG&E ensures that the portion of
revenues subject to compliance requirements in Section 712.8(s)(1) and

10 The Volumetric Performance Fee Subaccount is proposed in PG&E’s Tier 2 AL 7204-E,
filed March 14, 2024, pending disposition.
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D.23-12-036 is separate and distinct from the remainder of the DCEOBA
revenues collected from customers.

Second, PG&E will use these allocated amounts stored/set-aside in the
subaccount to spend on Commission-approved categories. PG&E proposes
to spend its 2025 revenues on prioritized activities as described in Section D
above. Upon approval by the Commission, PG&E will also record the
expenses associated with these prioritized activities to the VPF Subaccount
for clear tracking of the approved prioritized costs against collected VPF
revenues.

Third, as part of the annual true-up process, PG&E will compare actual
recorded costs to true up the amounts in the sub-account. As part of this
process, PG&E must determine whether DCPP’s actual recorded operating
costs recorded to DCEOBA are more than fifteen percent above the
approved forecast. This includes comparing the recorded costs in the
Extended Operations Subaccount against the approved annual forecast in
the prior year’s proceeding. If recorded costs in the Extended Operations
Subaccount are more than fifteen percent above the forecast, then PG&E
will use available VPF funds to offset the costs above 115 percent before
they are used for another purpose. In this circumstance, PG&E would
transfer these funds back to the Extended Operations Subaccount. If costs
are below 115 percent of the approved forecast or there are any remaining
VPF funds, PG&E may request for these funds to be used for the other
public priorities discussed above. Any remaining over- or under-collected
balances in the Extended Operations Subaccount will be presented in the
next forecast case to be returned to or collected from customers in the next
Annual Electric True-up AL.

Finally, PG&E is in the process of developing an internal management
review process that is consistent with PG&E’s Internal Control over Financial
Reporting program. This includes applying PG&E’s existing controls for
order management review, journal entry review, and balance sheet account
reconciliations, amongst other management review prior to initiating the
annual compliance and fund plan filing. These controls would be subject to
PG&E’s Sarbanes-Oxley program and ongoing review by External Auditors
for testing as selected.
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F. Request to Submit Future Annual Plans Via Advice Letter

PG&E requests that for future annual plans and retrospective reporting of
Section 712.8(s)(1) funding, the Commission permit PG&E to use an AL process
that reflects a similar “waterfall” usage presentation to that shown above, if
adopted by the Commission. The Commission notes in D.23-12-036 that it “may
revisit the direction to conduct its review through a formal application process if it
determines, after having reviewed one or more of PG&E’s applications, that the
appropriate guidelines have been put into place.”11 For future years, PG&E
requests that the Commission consider a more efficient regulatory process for
reporting VPFs, how the funds were spent, and prioritization plan than in an
annual application. Instead of through an application, PG&E proposes utilizing
the General Order 96-B process to present this information in an AL with a Tier 3
designation. This will allow for stakeholder input on proposed uses, as well as
Commission review, but with less administrative burden. And, in the event that
the Tier 3 AL can be resolved more quickly than an application, it would provide
additional time for PG&E to plan for and efficiently execute on its uses of the

VPFs to maximize the acceleration of benefits for customers.

. Conclusion

PG&E requests that the Commission find its plan for 2025 VPFs to be
reasonable and in compliance with SB 846 and D.23-12-036. In addition, PG&E
requests that future annual plans to be submitted via the General Order 96-B

process.

11 D.23-12-036, p. 112.
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A.

PACIFIC GAS AND ELECTRIC COMPANY
CHAPTER 10
DIABLO CANYON EXTENDED OPERATIONS
BALANCING ACCOUNT

Introduction

The purpose of the Diablo Canyon Extended Operations Balancing Account
(DCEOBA) is to record and recover expenses related to the operation of
Diablo Canyon Power Plant (DCPP) Units 1 and 2 beyond the current license
expiration dates of November 2, 2024, and August 26, 2025, respectively, that
are not eligible for government funding. Costs that are eligible for government
funding are tracked and recorded in the Diablo Canyon Transition and
Relicensing Memorandum Account (DCTRMA). Expenses recorded to the
DCEOBA include costs related to the following activities: extended operations,
incremental decommissioning planning, liquidated damages, replacement power
(if incurred), and performance and management fees. Pursuant to SB 846,
expenses related to extended operations, incremental decommissioning
planning, liquidated damages, replacement power and certain performance and
management fees will be funded by customers of all load-serving entities (LSE)
subject to the California Public Utilities Commission’s (Commission) jurisdiction.

Subaccount Descriptions

PG&E submitted proposed modifications for the DCEOBA pursuant to
Decision (D.) 23-12-036 in PG&E Advice 7204-E, on March 15, 2024.1 Within
this AL, PG&E proposed three types of subaccounts, one of which has multiple
subaccounts by investor-owned utility (IOU): Extended Operations, Liquidated
Damages, and Volumetric Performance Fees (VPF). Below is a description of

the different subaccounts pending Commission approval.

1. Extended Operations Subaccount
The Extended Operations Subaccount (three subaccounts) will be
funded by a non-bypassable charge collected from electric retail customers

of all LSEs subject to the Commission’s jurisdiction. Note that each of the

At the time of this filing, PG&E’s Advice 7204-E is pending approval by the Commission.
10-1
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large electric IOUs (i.e., Pacific Gas and Electric Company (PG&E),
Southern California Edison Company, and San Diego Gas & Electric
Company), service territories will have its own subaccount. Revenue
requirement expenses to be recovered in the Extended Operations
Subaccounts are assigned to the 10U specific subaccount based on
allocated 12-month coincident peak load share, or as otherwise authorized
by the Commission.

The PG&E Extended Operations Subaccount will also include an annual
entry to reflect the $10,000 in revenues from each of the three small
multijurisdictional utilities, (i.e., Bear Valley Electric Service, Inc., Liberty
Utilities, and PacifiCorp dba Pacific Power) as well as an offsetting
subsequent reimbursement for the value of resource adequacy attributes
that remain in PG&E’s portfolio.2

Annual expenses recorded to the Extended Operations Subaccount will
include the authorized funding for liquidated damages and actual expenses
related to the following:, extended operations costs, including fuel costs, any
invoiced amounts associated with the Diablo Canyon Independent Safety
Committee, replacement power costs for planned and unplanned
(if incurred) outages, any incremental decommissioning planning costs, and
certain statutory volumetric performance and management fee expenses
authorized in SB 846.

Extended operations costs will include operations and maintenance
costs, plant equipment and improvement costs, incremental future spent fuel
storage capacity, fuel purchasing, pension, taxes, benefits and standard
PG&E overheads, employee retention costs, and regulatory compliance
items.

Performance and management costs will include a volumetric fee of
$6.50, in 2022 dollars, per megawatt-hour (MWh) generated by the DCPP
during the period of extended operations and a fixed fee of $50 million, in
2022 dollars, per unit per year, respectively. These amounts, reflected in
2022 dollars in SB 846, will be adjusted annually by the Commission using

D.23-12-036, Ordering Paragraph (OP) 8 and OP 11, respectively.
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Commission-approved escalation methodologies and adjustment factors to
reflect the forecast test year’s dollar value.

During the period of extended operations, revenues from the sale of
electricity into the California Independent System Operator market will be
used to offset costs recorded in the Extended Operations Subaccount. Any
excess revenues remaining after offsetting costs (in the Extended
Operations Subaccount), if any, will be credited to PG&E’s Extended
Operations Subaccount.

Disposition of the balances in the Extended Operations Subaccount will
be through the Annual Electric True-Up (AET) rate adjustment process, as
authorized by the Commission in the new annual DCPP continued
operations ratemaking proceeding, or as otherwise determined by the
Commission.

Liquidated Damages Subaccount

The Liquidated Damages Subaccount (one subaccount) will be funded
by a portion of the Diablo Canyon non-bypassable charge (DCNBC)
applicable to customers of all LSEs subject to the Commission’s jurisdiction.
The authorized funding is $12.5 million per month per unit until the
Subaccount reaches a balance of $300 million, in total. The balance in the
Subaccount will be used to purchase replacement power, if incurred, when a
unit is out of service due to an extended and unplanned outage and the
reasonable manager standard has not been met as determined by the
Commission.3 If replacement power recovered through this Subaccount,
the Liquidated Damages Subaccount will be replenished by authorized
funding of $12.5 million per month per until the Subaccount reaches a credit
balance of $300 million.4 Any funds remaining in the Liquidated Damages
Subaccount at the conclusion of extended operations will be refunded to
customers in PG&E's service territory as determined by the Commission in
accordance with the criteria established in SB 846, as codified in the
Pub. Util. Code 712.8.5

3

5

Public Utilities Code (Pub. Util. Code) §718.8(i)(1).
Ibid., §712.8(i)(2).
Ibid., §712.8(u).
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3. VPF Subaccount

The VPF Subaccount (one subaccount) will be funded by: (1) $6.50
(in 2022 dollars) per MWh generated by DCPP Units 1 and 2 during
extended operations from all Commission-jurisdictional electric retail
customers within the large IOUs’ service territories, and (2) an additional
$6.50 (in 2022 dollars) per MWh generated by DCPP Units 1 and 2 during
extended operations from PG&E-only electric retail customers.6 The
revenue amounts will be adjusted annually using Commission-approved
escalation methodologies and adjustment factors. Monthly, PG&E will debit
the extended operations subaccounts for the portion of billed revenues
associated with the VPF and credit those billed revenues to the VPF
Subaccounts.” Expense amounts recorded to the VPF Subaccount upon
approval by the Commission will be for critical public purpose priorities
identified in Pub. Util. Code §712.8(t)(1): (A) accelerating customer and
generator interconnections; (B) accelerating actions needed to bring
renewable and zero-carbon energy online and modernize the electrical grid;
(C) accelerating building decarbonization; (D) workforce and customer
safety; (E) communications and education; (F) increasing resiliency and
reducing operational and system risk.

C. Revision and True-up Process

D.23-12-036 also established a new annual forecast application process for
Diablo Canyon similar to the annual Energy Resource Recovery Account
Proceedings to review and authorize DCPP extended operations costs.
Specifically, pursuant to OP 4, following this inaugural March 29, 2024 annual
forecast application, PG&E must file DCPP Extended Operations Cost Forecast
applications no later than March 31 each year (starting with the next application
in 2025). This process should both set the forecast costs to be recovered in the

non-bypassable charge in the next year, as well as any over or undercollection

Ibid., §712.8(f)(5).

The portion of the non-bypassable charge associated with the VPF revenues is
calculated as a percent of the total charge, as presented Chapter 12, Joint IOU
Non-Bypassable Charge Proposal. This percentage will used in the IOUs’ monthly
revenue reports to determine the remitted revenue, by IOU, that will be recorded the
VPF Subaccount.
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to be amortized from the forecasted recorded balance. More specifically, in
most years this should focus on costs running through the Extended Operations
Subaccount, which includes all initial costs and revenues. Whereas the VPF
Subaccount and Liquidated Damages Subaccount set aside funds for prescribed
potential future uses, it is the Extended Operations Subaccount balance that
shows an under or overcollection of costs from the non-bypassable rate charged
to customers. This could be impacted by any Commission determinations in the
annual process to review compensation earned under Pub. Util. Code

Section 712.8(f)(5) or other proposals on VPFs as described below.

Under OP 15, PG&E is directed to file an annual application to report on
compensation earned on the VPFs, as well as how any money was spent or is
planned to be spent in the future. As described in Chapter 9, PG&E expects this
process in future years to consider the amount of compensation earned under
Pub. Util. Code Section 712.8(f)(5), how it was spent, and a plan for prioritizing
the uses of such compensation the next year, as well as whether its recorded
DCEOBA spend for Extended Operations exceeded 115 percent of the forecast
for that year. Any approved transfers of costs from the Extended Operations
Subaccount to the Liquidated Damages Subaccount, or transfer of VPF
revenues back to the Extended Operations Subaccount would flow out of this
process.

After both of these processes, the true-ups of the Extended Operations
Subaccount and overall cost forecasts are implemented into rates in the AET
Process each year.

Recorded Activity

On March 14, 2024, PG&E submitted Advice 7204-E, which requested
modifications to the DCEOBA to conform to findings in D.23-12-036 and
proposes the structure set forth above. Until it is approved, no costs are
recorded directly to the DCEOBA.

However, PG&E began incurring employee retention costs starting
September 1, 2023. As indicated in PG&E’s compliance advice letters in
accordance with D.22-12-005, OP 6, PG&E is tracking these costs as being
DCEOBA-eligible while awaiting authorization for the DCEOBA. Through
December 31, 2023, PG&E has incurred $17.0 million of costs for the DCPP

10-5
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Extended Operations Period Employee Retention Program.8 The request to
amortize any costs as authorized to be recorded to the DCEOBA is addressed in
Chapter 11.

Conclusion

PG&E does not make a specific request about the DCEOBA within this case
as there are no current recorded costs directly to the balancing account while
the preliminary statement is pending approval.

8

Please see PG&E Advice 7166-E, effective February 2, 2024.
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A.

PACIFIC GAS AND ELECTRIC COMPANY
CHAPTER 11
NET REVENUE REQUIREMENT FOR RATESETTING

Introduction

The purpose of this chapter is to consolidate Pacific Gas and Electric
Company’s (PG&E) Diablo Canyon Extended Operations Costs, presented in
Chapters 3 through 7, with the forecast of market revenues received in the
California Independent System Operator Corporation (CAISO) day-ahead
energy market presented in Chapter 8, to determine the net Diablo Canyon
Power Plant (Diablo Canyon) revenue requirement that will be allocated to the
three large investor-owned utilities (IOU) for rate setting. While Unit 1 begins
extended operations on November 3, 2024 and Unit 2 on August 26, 2025,
PG&E began incurring costs for extended operations on September 1, 2023.
Thus, the costs for extended operations presented in these chapters cover the
period September 1, 2023 to December 31, 2025. The revenue requirements
presented in Chapter 8 cover the period November 3, 2024 (the start of
extended operations for Unit 1) to December 31, 2025.

PG&E requests that the net revenue requirement be recovered through the
statewide Diablo Canyon Extended Operations Non-bypassable Charge
(DCNBC). PG&E is requesting that the statewide DCNBC be effective
January 1, 2025, and be applicable to PG&E, Southern California Edison
Company (SCE), and San Diego Gas & Electric (SDG&E) retail customers.
Both the statewide net revenue requirement and PG&E’s Volumetric
Performance Fee (VPF) revenue requirement will be used to develop the
DCNBC rate proposals presented in Chapter 12.

Updates to these revenue requirements and the balance in the
Diablo Canyon Extended Operations Balancing Account (DCEOBA) will be
presented in the Update to Prepared Testimony, which will be served in October
after Energy Division updates the Energy Index benchmark.1 PG&E wiill

PG&E’s Application presents a proposed schedule consistent with the illustrative
schedule in its June 9, 2023 testimony in R.23-01-007 and adopted in D.23-12-036,
recommending that the Fall Update be submitted in October 2024. The final schedule
for the Fall Update will be determined as part of the Scoping Memo that will be issued in
this proceeding.
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implement the final authorized Diablo Canyon extended operations revenue
requirement with other electric revenue requirement and rate changes as part of

PG&E’s Annual Electric True-up advice letter process.

Summary of Costs and Revenue Requirements

The consolidated revenue requirement for Diablo Canyon Operations
reflects expenses incurred starting in September 1, 2023 to December 31, 2025
as the record period and includes operations and maintenance (O&M) expense
and project costs, and fuel expense presented as in Chapter 3, tax expenses
presented in Chapter procurement costs associated with capacity and energy
substitution for Diablo Canyon’s planned and maintenance outages presented in
Chapter 4, and costs associated with Statutory Fees authorized in Senate
Bill 846, which include the Management Fee, the VPFs, and the Liquidated
Damages revenue set-aside presented in Chapter 7.

Employee retention costs incurred starting September 1, 2023, and
authorized for recovery through the DCEOBA, will be included in the DCEOBA
balance amortized in rates effective January 1, 2025.2

In Chapter 6, Table 6-1 presents a summary of the revenue requirement
request for years 2023-2025 and the values presented are the output of the
Results of Operations (RO) model. The RO model computes the annual
revenues that are needed (revenue requirement) from customers to recover the
cost of service. The model calculates the revenue requirement based on a
forecast of O&M expense in Chapter 3 and in Chapter 7. The Chapter 6 Table is
reproduced as Table 11-1 below:

See PG&E Advice 7067-E, Diablo Canyon Power Plant Extended Operations Balancing
Account Recorded Costs Through October 31, 2023, effective on November 15, 2023;
PG&E Advice 7166-E, Diablo Canyon Power Plant Extended Operations Balancing
Account Recorded Costs Through December 31, 2023, effective on February 2, 2024.
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Line
No.

TABLE 111
TOTAL REVENUE REQUIREMENTS
(WHOLE DOLLARS)

2023-2025
Description 2023 2024 2025 Total

Total Revenue Requirements ~ $18,952,960 $125,387,997 $1,005,097,435 $1,149,438,392

(excluding revenue fees and
uncollectibles (RF&U))

The 2023 revenue requirement of $18,952,960 will be recovered through the
amortization of the DCEOBA balance in 2025 and the 2024 to 2025 revenue
requirement, which totals $1,030,485,432, will be recovered as a 2025 test-year
revenue requirement. The $1,030,485,432 total is composed of $633,163,521
for O&M expenses and $497,321,920 in Statutory Fees.

In addition to the O&M expenses and Statutory Fees expense that are
consolidated in the RO Model output presented in Chapter 6, PG&E presents its
forecast for expense associated with Resource Adequacy (RA) Substitution
costs in Chapter 4. The RA Substitution costs for 2024 and 2025 were

presented in Table 4-1 of Chapter 4 and are reproduced below in Table 11-2.

TABLE 11-2
RA SUBSTITUTION CAPACITY COST FORECAST (2024 2025)

Line

No. Year Unit 1 Unit 2 Total
1 2024 $8,507,291 - $8,507,291
2 2025 34,029,163 $33,907,847 67,937,009
3 Total $42,536,454 $33,907,847 $76,444,301

The last element of the combined revenue requirement is the CAISO market
revenues which were presented in Chapter 8, Table 8-1. Those revenues are
reproduced in Table 11-3 below and total approximately $813 million dollars for
2024 and 2025.
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TABLE 11-3
CAISO MARKET REVENUES

Total CAISO Market Generation
Line Generation Reference Price Revenues
No. (GWh) ($/megawatt-hour) $000
1 2024 1,442 78.44 113,090
2 2025 10,207 68.57 699,901
3 812,991

Consolidating Costs, Market Revenues, and the DCEOBA Balance to
Determine the Net Revenue Requirement Request

Consolidation of Chapter 6’'s RO Model output which includes the O&M
expense, including fuel costs, and the Statutory Fee expense from Chapter 7,
plus the RA Substitution expense presented in Chapter 4 provides a Total Cost
Forecast as shown on line 14 in Table 11-4 below.

The Total Cost Forecast amounts on line 14 are then combined with the
CAISO Market Revenues (line 16) and the DCEOBA Balance (line 19) that will
be amortized in rates to arrive at a Subtotal Net Cost amount (line 20). The last
step calculates the RF&U amount for PG&E, the Franchise Fee and
Uncollectibles (FF&U) amounts for SCE and SDGE and presents a total on
line 22.3 Line 24 has the total Revenue Requirement for Ratesetting.

Chapter 12, Section C will discuss the allocation of the Revenue Requirement

on line 21 to the three large 10Us.

Details regarding the RF&U factor and calculated amount applied to PG&E’s allocated
costs and FF&U factors and calculated amounts applied to SCE and SDG&E’s
allocated revenue requirements are discussed in more detail in Chapter 12, Section C.
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TABLE 11-4
CONSOLIDATED NET REVENUE REQUIREMENT
(THOUSANDS OF DOLLARS)

Line Chapter Diablo Canyon Extended Operations®
No. Cross Reference 2023-2025 Cost ($1000s)
PG&E
Statewide Specific Total
1 Operational Revenue Requirement (A) (B) (C)
2 Operation and Maintenance Cost Forecast Chapters 3 &6 633,164 633,164
3 Resource Adequacy Substitution Capacity Chapter 4 76,444 76,444
4
5 Subtotal Operational Revenue Requirement 709,608 709,608
6
7 Management, Performance Fees. and Liquidated Damages
8  Management Fee Chapters 6 &7 112,711 112,711
9  Liquidated Damages Chapters 6 &7 225,000 225,000
10 Volumetric Performance Fee Chapters 6 & 7 79,805 79,805
11 PG&E Specific Volumetric Performance Fee Chapters 6 & 7 79,805 79,805
12 _ Subtotal Statutory Fees 417,517 79,805 497,322
Total Cost Forecast
13 (Line 5+ Line 12) 1,127,125 79,805 1,206,930
14 Offsetting Market Revenues
15 CAIS0O Market Revenues Chapter 8 (812,991) (812,991)
16 Balancing Account Amortization
17 DCEOBA Chapter 10 18,953 18,953
18  Subtotal Net Cost (Line 13 + Line 15 + Line 17) 333,086 79,805 412,892
19
20 RF&U (PG&E) + FF&U (SCE) and FF&U (SDGEE) Chapter 12 4618 897 5,518
21 DCEO Revenue Requirement for Ratesetting 337,705 80,703 418,407
Notes:

(a) Amounts in 2025 dollars ($s)
(b) SDG&E FF&U revenue for its DCNBC will be collected in Distribution Charge

D.

Conclusion

PG&E requests that the Commission approve the consolidated net revenue
requirement presented in Table 11-4 that will be used to allocate costs to the
three large IOUs and will be the basis for setting rates. The cost values
presented in this table rely on the costs and revenue requirements presented in
Chapter 3 through Chapter 7 netted against the CAISO market revenues
presented in Chapter 8. Lastly, the DCEOBA balance from the end of year 2023
and RF&U and FF&U amounts are included for developing the Diablo Canyon
extended operations revenue requirement for ratesetting on line 24.

11-5
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PACIFIC GAS AND ELECTRIC COMPANY
SOUTHERN CALIFORNIA EDISON COMPANY
SAN DIEGO GAS & ELECTRIC COMPANY
CHAPTER 12
NON-BYPASSABLE CHARGE PROPOSAL

Introduction

The purpose of this testimony is to present the rate proposals for the
Diablo Canyon Extended Operations non-bypassable charge (DCNBC), as
authorized in Decision (D.) 23-12-036. Pursuant to Senate Bill (SB) 846, the
DCNBC will consist of a Statewide charge that will apply to all California Public
Utilities Commission (CPUC or Commission) jurisdictional customers of
electrical corporations, electric service providers, and Community Choice
Aggregators (CCA), which will be billed through the Commission-jurisdictional
investor-owned utilities (IOU).1 There are six Commission-jurisdictional IOUs
which include Pacific Gas and Electric Company (PG&E), Southern California
Edison Company (SCE); San Diego Gas & Electric Company (SDG&E); Liberty
Utilities/CalPeco Electric (Liberty); Bear Valley Electric Service a division of
Golden State Water Company (Bear Valley); and Pacific Power, a division of
PacifiCorp. PG&E retail customers will have an additional volumetric
performance fee component required under Public Utilities Code
(Pub. Util. Code) §712.8(f)(5) included in its non-bypassable charge that will be
incremental to the Statewide DCNBC obligation. As noted in D.23-12-036, the
non-bypassable charge will vary depending on the Load Serving Entity (LSE),2
which is discussed in more detail in Section B.

Overview of the Non-bypassable Charges

For the three large IOUs—PG&E, SCE, and SDG&E (or “Joint Utilities”) —
D.23-12-036 requires the revenue allocation and the rate design use a 12-month
coincident peak (12-CP) allocation for the statewide costs applicable to all load

D.23-12-036, pp. 138-139; Ordering Paragraph (OP) 14.

Ibid., discussion at pp. 92-94, Diablo Canyon Nuclear Power Plant Extended Operations
Ratesetting.
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serving entities.3 The revenue requirement associated with the PG&E specific
volumetric performance fee of $6.50 per megawatt-hour (MWh) under

Pub. Util. Code Section 712.8(f)(5) is assigned directly to PG&E and the rate
design allocation to the rate classes uses PG&E'’s 12-CP allocation. The three
large 10Us are directed to provide joint testimony proposing an allocation among
themselves of the applicable statewide costs that are recovered from the load
serving entities in each I0OUs’ service area. The Joint Utility testimony on the
revenue allocation of the applicable costs amongst the three |OUs using a
12-month coincident peak demand is discussed in Section C below. The joint
utility testimony on the rate design using each IOUs’ 12-month coincident peak
revenue allocation to the rate classes is discussed in Section D below.

With respect to the three small multi-jurisdictional utilities (SMJU)—Bear
Valley, Liberty, and PacifiCorp—the Commission determined the nature of the
DCNBC that would apply by setting a fixed amount of Diablo Canyon Power
Plant (DCPP) extended operations costs and benefits to be recovered from
SMJU customers. That amount was determined to be $10,000 from each small
jurisdictional IOU, for each year of the extended operations.4 The rates to be
collected from customers of the three SMJUs is based on an equal cents per
kilowatt hour (kWh) charge.® The $30,000 to be collected from Bear Valley,
Liberty, and PacifiCorp will be subtracted from PG&E’s allocated portion of the
statewide revenue requirement.6 Additionally, there is a requirement that to
reimburse the SMJUs on an annual basis, $30,000 in financial benefits from
PG&E’s portion of the RA attributes from DCPP are set aside for the SMJU and
PG&E is required to distribute $10,000 annually to each of Bear Valley, Liberty,
and PacifiCorp in consideration of the RA attributes they would have received
had they been required by the Commission to procure RA capacity.” This
reimbursement to the SMJUs will be made as a debit entry to PG&E’s Extended
Operations Subaccount.

N o a W

Ibid., p. 129, Conclusion of Law (COL) 30; pp. 136-137, OP 7; pp. 138-139, OP 14.
Ibid., p. 137, OP 8.

D.23-12-036, p. 77; pp. 129-130, COL 33.

Ibid., p. 94.

Ibid., p. 83; p. 138, OP 11.
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Pursuant to directives in D.23-12-036, the large I0OUs are to allocate the
DCPP extended operations costs amongst themselves using a publicly available
12-month coincident peak load forecast. To narrow down an appropriate peak
load forecast to use for the DCPP cost allocation, the IOUs evaluated several
forecasts that are utilized in various CPUC proceedings including forecasts used
for the Integrated Resource Plan and the Resource Adequacy (RA) Program.

A key part of the evaluation was whether the forecast would be appropriate for
allocating the DCPP costs given DCPP was designated as a resource needed to
support system reliability in both SB 846 and in D.23-12-036.8 Additionally, the
evaluation considered whether the peak load forecast would be consistently

available and updated on an ongoing basis over the period of DCPP’s extended

The CPUC’s RA policy framework was developed to ensure the reliability of
electric service in California.9 The CPUC’s RA Program homepage states that
one of the goals of the RA Program is “[tJo ensure the safe and reliable
operation of the grid in real-time providing sufficient resources to the California
Independent System Operator (CAISO) when and where needed.” The CPUC’s
RA Program contains three distinct requirements: (1) System RA requirements,
(2) Local RA requirements, and (3) Flexible RA requirements. A primary pillar
for the RA Program’s system requirements relies on of the California Energy
Commission’s (CEC) development of a peak load forecast.

The IOUs have determined that the best available public 12-month CP load
forecast is the CEC forecast for purpose of allocating the DCPP costs. The
CEC’s published 2024 12-CP load forecast is developed for use in the
Commission’s RA Program.10 The 2024 CEC-adjusted 12-CP RA Forecast plus

See Public Utilities Code §380 and the CPUC’s RA Program Homepage at:
https://www.cpuc.ca.gov/industries-and-topics/electrical-energy/electric-power-
procurement/resource-adequacy-homepage.

C. Revenue Allocation to the IOUs
operations.
Ibid., discussion at page 3 and COL 27.
10

CPUC, RA History, 2024 Load Forecast Summary Files at:
https://www.cpuc.ca.gov/industries-and-topics/electrical-energy/electric-power-
procurement/resource-adequacy-homepage/resource-adequacy-history (accessed
Mar. 20, 2024).
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a 17 percent planning reserve margin is used to set the RA year-ahead resource

obligation for all load-serving entities in the three large IOUs’ service areas.

In the CEC'’s Fall 2023 presentation of the 2024 RA Load Forecast,11 the
process used to develop the forecast was set forth as follows:

1) Develop reference forecasts for the total CPUC-jurisdictional load in each
[Transmission Access Charge] TAC area from the adopted CEC forecast
and develop reference forecasts for aggregate direct access loads.

2) Determine LSE monthly coincident peak forecasts. To do this, the CEC
followed the existing process that developed a monthly coincident peak
forecast determination, then used that as input into the Slice of Day hourly
forecast development.

3) Develop LSE Hourly forecasts, adjusting each LSE hourly forecast
consistent with the adjusted monthly peaks and recorded LSE hourly
coincident load patterns.

For purposes of allocating the statewide DCPP extended operations costs,
the IOUs recommend using the monthly coincident peak load forecasts
described in Step 2, above. The 2024 CEC-adjusted load forecast for each |OU
service territory is shown in Table 12-1 below and extracted from the 2024 RA
Forecast, posted on the Commission’s RA Program, Historical page.12

11

12

Lynn Marshall, CEC, Energy Assessments Division, RA 2024 LSE Demand Forecast
Update (Sept. 7, 2023); hyperlink at: https://www.cpuc.ca.gov/-/media/cpuc-
website/divisions/energy-division/documents/resource-adequacy-homepage/resource-
adequacy-compliance-materials/resource-adequacy-history/ra-2024-forecast-
adjustment-summary.pptx (accessed Mar. 20, 2024).

Lynn Marshall, CEC, Energy Assessments Division, RA 2024 RA Load Forecast

(Oct. 12, 2024), Tab 2; hyperlink at: https://www.cpuc.ca.gov/-/media/cpuc-
website/divisions/energy-division/documents/resource-adequacy-homepage/resource-
adequacy-compliance-materials/resource-adequacy-history/ra-2024-forecast-summary-
tables.xIsx (accessed Mar. 20, 2024).
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No.

TABLE 12-1
2024 CEC RESOURCE ADEQUACY COINCIDENT PEAK LOAD FORECAST
(MW)

Month Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec Total

PGE 13,588 13084 12002 13,204 15703 18,191 18,725 18388 17809 14,655 12413 13983 181,744
SCE 12177 12193 11,796 13227 14429 16655 18783 19,132 20536 16469 12,720 12612 180,729
SDGE 3270 3233 3071 3117 3255 3348 3551 3997 4298 3714 3352 3399 44,605

1
2
3
4

Total 29,034 28509 26869 29548 33388 38,194 41,058 41517 42643 34839 28485 29993 404,078

To convert the CEC 2024 RA Forecast into allocation factors, the IOUs
summed the monthly values, by IOU, to a total annual MW value. From the
annual total MW, by IOU, a percentage that each IOU contributes to the total
peak load forecast was calculated. The calculated percentages for each IOU
are shown in Table 12-2 below and will be used to allocate the DCPP extended

operations costs to the IOUs.

TABLE 12-2
12 MONTH COINCIDENT PEAK LOAD ALLOCATION FACTORS
(MW)
PG&E 2024 CEC 12-CP  1-Year 2024 181,744 45.0%
SCE 2024 CEC 12-CP  1-Year 2024 180,729 44.7%
SDG&E 2024 CEC 12-CP  1-Year 2024 41,605 10.3%
Total 404,078 100.0%

It is expected that the CEC 12-CP load forecast will be updated for 2025
during the Summer of 2024, ahead of the annual System RA filing, filed on
October 31st of each year. Thus, the IOUs would update the 12-CP load
forecast used in this proceeding as part of its Fall Update once the CEC
releases its 2025 12-CP load forecast.

Regarding the allocation of revenue requirements to the SMJUs, the amount
of DCPP extended operation costs was set at $10,000 per year, per IOU, for a
total of $30,000.13 As noted above, the $30,000 to be collected from Bear
Valley, Liberty, and PacifiCorp will be subtracted from PG&E’s allocated portion

13 D.23-12-036, OP 8.
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of the statewide revenue requirement.14 There is also a requirement that PG&E
reimburse the SMJUs $10,000 per year, per IOU, for the value of the resource
adequacy benefit the SMJUs will not be able to utilize. The $30,000 to be
refunded to Bear Valley, Liberty, and PacifiCorp would be added to PG&E’s
revenue requirement.15 The practicable implication resulting from these two
transactions is a net sum of zero.

The consolidated DCPP extended operations net revenue requirement to be
allocated to the I0Us is presented in Chapter 11. That revenue requirement is
replicated in Table 12-3 below and totals $418.4 million. This revenue
requirement will be allocated to PG&E, SCE and SDG&E using the allocation
45.0 percent, 44.7 percent, and 10.3 percent, respectively and this allocation is
shown in Table 12-4. Table 12-4, Line 23 also presents a revenue allocation
factor by IOU that will be used to quantify the portion of the DCNBC that is
associated with the Volumetric Performance Fee for revenue reporting
purposes. This factor is uniquely calculated for each 10U.

14

15

This amount would be reflected in PG&E’s Extended Operations Subaccount as a credit
entry.

This amount would be reflected in PG&E’s Extended Operations Subaccount as a debit
entry.
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TABLE 12-3

2025 DIABLO CANYON EXTENDED OPERATIONS

NET REVENUE REQUIREMENT FORECAST

(THOUSANDS OF DOLLARS)

Chapter Diablo Canyon Extended Operations
Line Cross Reference 2023-2025 Cost ($1000s)®
No.
Statewide PG&E Total
1 Operational Revenue Requirement (A) (B) (C)
2 Operation and Maintenance Cost Forecast Chapters 3 &6 633,164 633,164
3 Resource Adeguacy Substitution Capacity Chapter 4 76,444 76,444
4 _ SMJUs Revenue Credit and RA Reimbursement® 0
5 Subtotal Operational Revenue Requirement 709,608 709,608
6
7 Management, Performance Fees. and Liguidated Damages
8 Management Fee Chapters 6 & 7 112,711 112,711
9  Liquidated Damages Chapters 6 & 7 225,000 225,000
10 Volumetric Performance Fee Chapters 6 & 7 79,805 79,805
11 _ PG&E Specific Volumetric Performance Fee Chapters 6 & 7 79,805 79.805
12 _ Subtotal Statutory Fees 417,517 79,805 497,322
Total Cost Forecast
13 (Line 5 + Line 12) 1,127,125 79,805 1,206,930
14 Offsetting Market Revenues
15  CAISO Market Revenues Chapter 8 (812,991) (812,991)
16 Balancing Account Amortization
17 DCEOBA Chapter 10 18,953 18,953
18  Subtotal Net Cost (Line 13 + Line 15 + Line 17) 333,086 79,805 412,892
19
20 RF&U (PG&E) + FF&U (SCE) and FF&U [SDG&E)® Chapter 12 4618 897 5,516
21 DCEO Revenue Requirement for Ratesetting 337,705 80,703 418,407
MNotes:

(@) Amounts in 2025 dollars ($s)
(b) D.23-12-036, OP8 and OP11
(c) SDG&E's FF&U revenues for its DCNBC will be collected in the Distribution Charge

12-7



TABLE 12-4
2025 DIABLO CANYON EXTENDED OPERATIONS
NET REVENUE REQUIREMENT FORECAST
ALLOCATION TO THE IOUS
(THOUSANDS OF DOLLARS)

12-Month Coincident Peak Allocation®
2023-2025 Cost Allocation ($1000s)

Line 45 0% 44 7% 10.3%
No. ; Southern San Diego
PaCE'lfgcﬁiiS & caifomia Gas & Total
Edison Electric
1 Operational Revenue Reguirement (D) (E) (F) (G)
2  Operation and Maintenance Cost Forecast 284,780 283,191 65,192 633,164
3 Resource Adequacy Substitution Capacity 34,383 34,191 7.871 76,444
4 _sMJUs Revenue Credit and RA Reimbursement® 0
5 Subtotal Operational Revenue Requirement 319,163 317,382 73.063 709,608
6
7 Management. Performance Fees_and Liguidated Damages
8 Management Fee 50,695 50,412 11,605 112,711
9 Liquidated Damages 101,199 100,634 23167 225,000
10  Volumetric Performance Fee 35,804 35,604 8,217 79,805
11  PG&E Specific Velumetric Performance Fee 79,805 79,805
12 _ Subtotal Statutory Fees 267,583 186,740 42 989 497,322
Total Cost Forecast
586,756 504,122 116,052 1,206,930
13 (Line 5 + Line 12)
14 Ofisetting Market Revenues
15  CAISO Market Revenues (365,662) (363,621) (83,708) (812,991)
16 Balancing Account Amortization
17 DCEOBA 8,525 8,477 1,951 18,953
18  Subtotal Net Cost (Line 13 + Line 15 + Line 17) 229 619 148,977 34,295 412 892
19 Uncollectibles, Franchise Fees, and SF Revenue Fee Factor® 1.1245% 1.1061% 3.7493%
RF&U (Col. A= Col. D + Col. E + Col. F - Col. B)
20 (Col. B = Col. A, Line 3 x Col. D, Line 23) 2,582 1.648 1,286 5.516
DCEO Revenue Requirement for Ratesetting
21 (Line 18 + Line 20) for PG&E and SCE 232,201 150,625 34,295 417,122
(Line 18) for SDG&E
22 Distribution Revenue (SDG&E FF&U) 1,286 1,286
: d
Volumetric Performance Fee (VPF) as a Percent of Net Costs 50.39% 23.96% 23.96%

({Line 10 + Line 11} f Line 18)

MNotes:
(a) Amounts in 2025 dollars (§s)
(b) D.23-12-036, OP8 and OP11

(c) SDGE&E's revenues for its DCNBC will be collected in the Distribution Charge.

(d) VPF Revenue allocation for Revenue Reporting

The allocated net revenue requirement for PG&E is $232.2 million and is

higher than the net revenue requirements allocated to SCE and SDG&E due to

the additional Volumetric Performance Fee customers in PG&E's service
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D.

territory are obligated to pay pursuant to SB 846.16 SCE’s allocated net
revenue requirement for rate setting is $150.6 million and SDG&E’s allocated
net revenue requirement for rate setting is $34.3 million.17 The DCEO Revenue
Requirement for Rate Setting (Line 26) presented in Table 12-4 will be used for

rate setting, discussed in Section D.
lllustrative Statewide Diablo Canyon Non-Bypassable Charge Rates by IOU
1. PG&E DCPP EO NBC

a. Background

In compliance with OP 14 of D.23-12-036, PG&E proposes to collect
the Diablo Canyon non-bypassable charge (DCNBC) revenue
requirement for rate setting, including the PG&E'’s specific volumetric
fee, from all customers in PG&E’s service territory through Public
Purpose Program rates. As directed by OP 7, PG&E utilizes the same
12-CP allocation methodology currently used to allocate the cost
allocation mechanism (CAM) revenue requirement to PG&E’s customer
classes which relies on the most recent year of recorded 12-CP data for

PG&E’s service territory.18

b. PG&E’s 2025 DCNBC Rate
To develop illustrative DCNBC rates, PG&E allocates PG&E’s share
of the revenue requirement to its various customer classes using the
12-CP allocation factors and then divides the allocated revenues by the
currently effective sales forecast adopted by D.23-12-022 in PG&E’s
2024 Energy Resource Recovery Account (ERRA) Forecast & Sales
Application (A.) (A. 23-05-012).19 Upon implementation, PG&E will

16
17

18

19

Pub. Util. Code § 712.8(f)(5).

Consistent with the rest of the components within SDG&E’s Public Purpose Program
(PPP) rate component, the Franchise Fees and Uncollectibles (FF&U) associated with
the SDG&E DCNBC rate of $1.3 million will be collected through its Distribution rate
component.

At the time of filing this application, recorded 12-CP data is only available for the 2022
calendar year. This data is being used to calculate the PG&E illustrative rates
presented in this chapter. PG&E expects recorded data for the 2023 calendar year to
be available prior to submitting its update to testimony in October 2024.

D.23-12-022 was implemented in rates effective January 1, 2024.
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Line
No.

calculate DCNBC rates utilizing the sales forecast adopted for rate
setting that that time. In Table 12-5, below, PG&E has provided
illustrative DCNBC rates applicable to each customer class. The
customer revenues associated with these rates will be split between the
Volumetric Performance Fees Subaccount and the Extended Operations
Subaccount based on the factor presented in line 23 of Table 12-4. For
PG&E, the volumetric performance fee, including the PG&E’s specific
volumetric performance fee, represents 50.39 percent of net costs and
thus represents 50.39 percent of the resulting illustrative rates.

TABLE 12-5
PG&E’S 2025 DCNBC RATE CALCULATION

12-CP Sales

Allocation  Revenue Requirement Forecast
Customer Class Factor (RRQ) ($000) (MWh)

2025 DCNBC
Rate ($/kWh)

10
11
12
13
14
15
16
17
18
19
20
21

NO O, WN =

(a) (b) = PG&E's RRQ * (a) (c)

(d) = (b)/(c)

Residential 47.3% $109,759 27,668,515

$0.00397

Streetlights

Small Commercial 9.7% $22,583 8,087,321 $0.00279
Medium and Large Commercial 23.7% $55,004 22,215,342 $0.00248
0.2% $525 253,430 $0.00207
0.7% $1,679 527,585 $0.00318
5.8% $13,466 5,541,234 $0.00243
12.6% $29,185 15,951,289 $0.00183

As a result of the DCEO revenue requirement allocated to PG&E of
$232.2 million, the system average bundled rate would increase by
approximately 0.8 percent to 36.9 cents per kWh when compared to the
present system average bundled rate of 36.6 cents per kWh, effective
March 1, 2024. The system average rate for direct access and CCA
customers, whose average rates exclude generation charges that are
provided by third-party service providers, would increase by
approximately 1.4 percent to 20.5 cents per kWh, when compared to the
present system average rate for DA and CCA customers of 20.2 cents
per kWh, which was effective March 1, 2024. Table 12-6 presents
illustrative rate impacts by customer class and illustrative bundled
residential customer bill impacts.
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TABLE 12-6
PG&E ILLUSTRATIVE RATE IMPACTS BY CUSTOMER CLASS

lllustrative Total Rate Impacts
Bundled (¢/kWh) Direct Access and C(z:llrvl.\llr;ll)ty Choice Aggregator
3/1/2024 1/1/2025 Rate % 3/1/2024 1/1/2025 Rate %
Customer Class Present Proposed Change Change Present Proposed Change Change
Residential 37.89 38.24 0.35 0.9% 23.78 24.17 0.38 1.6%
CARE 28.39 28.65 0.27 0.9% 10.31 10.57 0.26 2.6%
Non-CARE 44.79 45.20 0.41 0.9% 27.19 27.60 0.41 1.5%
Small Commercial 44.20 44.49 0.29 0.7% 28.18 28.47 0.29 1.0%
Medium Commercial 39.96 40.22 0.26 0.7% 22.26 22.52 0.26 1.2%
Large Commercial (B-19) 34.50 34.77 0.26 0.8% 18.12 18.38 0.26 1.4%
B-19T 26.91 27.21 0.30 1.1% 8.75 9.04 0.29 3.3%
B-19 P 29.06 29.32 0.26 0.9% 15.21 15.47 0.26 1.7%
B-19S 35.38 35.64 0.26 0.7% 18.41 18.67 0.26 1.4%
Streetlight 56.47 56.68 0.21 0.4% 33.56 33.76 0.21 0.6%
Standby 23.22 23.55 0.33 1.4% 12.89 13.22 0.33 2.6%
Agriculture 39.57 39.83 0.26 0.6% 22.78 23.03 0.26 1.1%
Industrial (B-20) 24.95 25.15 0.20 0.8% 11.47 11.67 0.20 1.8%
B-20 T 21.13 21.33 0.20 1.0% 6.82 7.02 0.20 3.0%
B-20 P 28.68 28.88 0.20 0.7% 13.96 14.16 0.20 1.4%
B-20 S 33.71 33.91 0.20 0.6% 15.45 15.65 0.20 1.3%
Average System Rate 36.61 36.91 0.29 0.8% 20.23 20.52 0.29 1.4%
lllustrative Residential Bundled Customer Bill Impacts
3/1/2024 1/1/2025 Bill %
Present Proposed Change Change
Non-CARE (500 kWh) $222.92 $224.99 $2.07 0.9%
CARE (500 kWh) $141.71 $143.06 $1.34 0.9%

2. SCE DCPP EONBC

a. Background

Pursuant to OP 14 of D.23-12-036, SCE will create a DCNBC to be
included in its Public Purpose Programs Charge (PPPC) rates to

recover the costs from ratepayers associated with DCPP extended

operations. SCE’s portion of the DCNBC will be collected from all

customers within SCE’s service area and will be remitted to PG&E

based on the terms of the executed Servicing Order Agreement

between SCE and PG&E.20

Pursuant to Rule 3.2 and OP 5 of D.23-12-036, SCE will collaborate
with the other IOUs and the Commission’s Public Advisor Office to

ensure SCE complies with noticing requirements resulting from PG&E’s

DCPP Extended Operations Cost Forecast application.

20 p.23-12-036, p. 96.
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Pursuant to OP 7 of D.23-12-036, SCE is submitting this joint
testimony with its proposed allocation of the DCPP extended operations
costs.

SCE’s 2025 DCNBC Rate

As discussed in Section C above, SCE’s DCNBC revenue allocation
is currently set at 44.7 percent, and may be updated as part of the Fall
Update. This 44.7 percent equates to $150.626 million in forecasted
revenue (including FF&U) for 2025 that is to be recovered in electric
rates effective January 1, 2025. Pursuant to D.23-12-036,21 SCE will
allocate its total revenue requirement within its service area based on
SCE’s then-current 12-CP allocation factors that are used as part of
SCE’s existing CAM.

To allocate the costs to the various customer classes, SCE will
utilize the current 12-CP demand that is used for the CAM, which can be
found in SCE’s latest Transmission Owner (TO) Rate Filing and is
shown in Table 12-7 below.22 Should a new TO filing be filed prior to
the Fall Update submittal in this proceeding, SCE will update these
allocations to reflect the latest cost allocation factors.

21

Ibid., p. 74.

22 3ee SCE Formula Transmission Rate Filings; hyperlink at:

https://www.sce.com/regulatory/open-access-information/formula-transmission-rate.
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TABLE 12-7
SCE’S 12-CP ALLOCATION FACTORS

Line
No. Customer Class 12-CP Allocation Factor
(a)

1 Domestic 43.88%
2 TOU-GS-1 7.38%
3 TCA1 0.05%
4 TOU-GS-2 15.05%
5 TOU-GS-3 8.93%
6 TOU-8-SEC 8.25%
7 TOU-8-PRI 5.29%
8 TOU-8-SUB 5.02%
9 TOU-8-Standby-SEC 0.15%
10 TOU-8-Standby-PRI 0.48%
11 TOU-8-Standby-SUB 1.96%
12 TOU-PA-2 1.74%
13 TOU-PA-3 1.45%
14  Street Lighting 0.36%

Note: The 12-CP Allocators for the TOU-8-nonStandby and
TOU-8-Standby Customer Class have been adjusted
from the original allocator values. These
adjustments were made to account for the shift of
supplemental load from the TOU-8-nonStandby
customer Class to the TOU-8-Standby Customer
Class. Adjustments were made based on the
respective system sales and voltages (SEC, PRI,
SUB). No other allocators have been adjusted.

To develop the DCNBC rate, SCE used the current effective sales
forecast adopted in SCE’s 2024 ERRA Forecast (A.23-06-001) and is
shown in Table 12-8 below. If SCE’s 2025 ERRA Forecast Application
is adopted and effective by January 1, 2025, the same time that the
DCNBC becomes effective, SCE will update the DCNBC to reflect the
current effective 2025 sales forecast from its 2025 ERRA Forecast
Application.
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SCE’S 2025 DCNBC RATE CALCULATION
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Sales 2025
Line 12-CP Allocation Revenue Requirement Forecast DCNBC Rate
No. Customer Class Factor (RRQ) ($000) (MWh) ($/kWh)
(a) (b) = SCE's RRQ * (a) (c) (d) = (b)/(c)

1 Domestic 43.88% 66,098 25,927,049 0.00255

2 TOU-GS-1 7.38% 11,121 5,855,680 0.00190

3 TC-1 0.05% 68 54,106 0.00125

4 TOU-GS-2 15.05% 22,670 13,363,394 0.00170

5 TOU-GS-3 8.93% 13,449 8,047,822 0.00167

6 TOU-8-SEC 8.25% 12,425 7,850,441 0.00158

7 TOU-8-PRI 5.29% 7,971 5,749,147 0.00139

8 TOU-8-SUB 5.02% 7,558 6,126,827 0.00123

9 TOU-8-Standby-SEC 0.15% 229 144,877 0.00158

10 TOU-8-Standby-PRI 0.48% 724 522,439 0.00139

11 TOU-8-Standby-SUB 1.96% 2,958 2,397,759 0.00123

12 TOU-PA-2 1.74% 2,620 1,958,072 0.00134

13 TOU-PA-3 1.45% 2,184 1,737,523 0.00126

14 Street Lighting 0.36% 548 459,397 0.00119

The DCNBC rate will be set on a per kWh basis for each customer

class and will be added to the components of the PPPC rate for

customer billing (i.e., the DCNBC will be embedded as part of the PPPC
and will not be a standalone line item). The DCNBC will be recovered

from all customers on a volumetric, per-kWh basis. Any updates to

allocation factors or sales forecast will be included in SCE’s annual

year-end consolidated revenue requirement and rate change advice

letter process.
Based on the current estimates, the 2025 DCNBC results in the

estimated rates shown in Table 12-9, and bill impacts shown below in

Table 12-10.
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TABLE 12-9
SCE’S ESTIMATED RATES

Line
No. Bundled Average Rates (¢/kWh)
Current Proposed Proposed %
Customer Group Rates Change Rates Change
1 Residential 33.8 0.24 34.0 0.7%
2 Lighting — Small and Medium Power 30.1 0.18 30.2 0.6%
3 Large Power 20.5 0.15 20.7 0.7%
4 Agricultural and Pumping 24.0 0.14 241 0.6%
5 Street and Area Lighting 36.5 0.12 36.6 0.3%
6 Standby 17.0 0.14 17.1 0.8%
7 Total 28.5 0.19 28.7 0.7%
TABLE 12-10
SCE’S ESTIMATED BILL IMPACTS
Line
No. Residential Bill Impact ($/Month)
Proposed %
Description Current Change Proposed  Change
1 Non-CARE residential bill $180.40 $1.26 $181.66 0.7%
2 CARE residential bill $122.12 $0.85 $122.97 0.7%

3. SDG&E DCPP EO NBC

a. Background

Pursuant to D.23-12-036, the Commission conditionally approved
extended operations at DCPP in response to SB 846 and approved a
non-bypassable charge (NBC) to be included in Public Purpose
Program (PPP) rates to support the extended operations of DCPP.23
SDG&E'’s portion of the DCNBC will be collected from customers within
SDG&E'’s service territory for remittance to PG&E, the operator of DCPP
Units 1 and 2, as required by D.23-12-036.24

Pursuant to Rule 3.2, SDG&E will collaborate with PG&E, SCE,
Bear Valley Electric Service, Inc., Liberty Utilities, PacifiCorp d/b/a
Pacific Power, and the Commission’s Public Advisor’s Office to ensure

all participating utilities comply with requirements that are a result of

23 D.23-12-036, OP 1 and OP 14.
24 pjd., Finding of Fact (FOF) 14 and COL 47.
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PG&E’s Diablo Canyon Nuclear Power Plant Extended Operations Cost
Forecast applications.

Pursuant to OP 7 of D.23-12-036, SDG&E is submitting this joint
testimony with its proposed allocation of the DCPP extended operations

costs.

b. SDG&E’s 2025 DCNBC Rate

As discussed in Section C, SDG&E’s DCPP cost allocation is
10.3 percent based on collective 12-CP among PG&E, SCE and
SDG&E ( the Joint IOUs). This equates to $34.3 million23 in 2025
revenue requirement, as shown in Table 12-4, to be recovered in
SDG&E's electric rates effective January 1, 2025. As discussed further
below, SDG&E allocates its 2025 revenue requirement to its customer
classes and then utilizes its most recent sales forecast to develop its
2025 DCNBC rates to be charged by customer class. This calculation
and resulting rates can be found in Table 12-10 below.

To allocate costs to its customer classes, SDG&E utilizes the
current 12-CP demand that can be found in Statement BL in Docket
Number ER24-593-000 of SDG&E’s TO 5 Cycle 6 Filing.26 If a new TO
filing is filed prior to the Update filing in the instant proceeding, SDG&E
will update these allocations.

To develop the DCNBC rate, SDG&E utilizes the current effective
sales forecast adopted in SDG&E’s 2024 ERRA Forecast & Sales
(A.23-05-013).27 Upon implementation, SDG&E will update this
forecast to use the current adopted sales forecast at that time.28

25
26

27
28

Excludes FF&U.

Docket No. ER24-524-000: TO5 Cycle 6 Annual Informational Filing Statement BL,
p. BL-3.

D.23-12-021 was implemented in rates effective January 1, 2024.

For example, SDG&E will put forth its 2025 sales forecast in its 2025 ERRA/Sales
Forecast application to be filed in May 2025. If a new sales forecast is adopted and
effective January 2025, at the same time this DCPP rate becomes effective, SDG&E
will update the DCPP rate to utilize the current effective 2025 sales forecast.
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TABLE 12-11
SDG&E’S DCNBC RATE CALCULATION

Sales Forecast

12-CP Allocation 2024 ERRA 2025 DCNBC
Line Factor Revenue Requirement Filing®@ Rate
No. Customer Class (SDG&E’s TO5 C6) (RRQ) ($000) (GWh) ($/kWh)
(@) (b) = SDG&E’s RRQ * (a) (©) (d) = (b)/(c)/1000

1 Residential 45.3% $15,537.08 7,323 $0.00212

2 Small Commercial 11.0% $3,772.20 2,365 $0.00159

3 Medium and Large 42.3% $14,506.50 9,697 $0.00150

Commercial & Industrial

4 Agriculture 1.1% $363.38 362 $0.00100

5 Streetlight 0.3% $115.84 76 $0.00152

6 System Average 100% $34,295.00 19,824 $0.00173

O ©O©W 00 N O Oa A~ W N -

—_

(a) SDG&E'’s sales forecast is utilizing System Delivered sales since PPP is a non-bypassable charge.

The DCNBC rate will be set on a per kWh basis for each customer
class and added to the components of the PPP rate for customer
billing.29 Any updates to allocation factors or sales forecast will be
included in SDG&E’s annual electric consolidated advice letter filing
process.

The 2025 DCNBC results in an increase to electric total system
average rate of 0.180 cents/kwh,30 which is a 1.0 percent increase to
delivery rates or 0.5 percent increase to bundled (delivery plus
commodity) rates. Table 12-11 below presents a table summarizing the
rate impacts by customer class.

29 Dp.23-12-036, pp. 138-139, OP 14.
30 System Average Rate Includes FF&U.
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TABLE 12-12
SDG&E’S ILLUSTRATIVE RATE IMPACT BY CUSTOMER CLASS

Rate Impacts (Unbundled)®

Current Elec. Proposed Elec.
Delivery Class Delivery Class
Average Rates Average Rates
Line Effective 03/01/24  1/1/25 DCPP NBC  Total Rate Increase  Percentage Average
No.  Customer Class (¢/kWh) (¢/kWh) (¢/kWh) Rate Increase (%)
1 Residential 19.5 19.7 0.2 1.1%
2 Small Comm. 21.9 22.1 0.2 0.8%
3 Med & Lg C&l 16.4 16.5 0.2 0.9%
4 Agriculture 13.9 14.0 0.1 0.8%
5 Lighting 22.9 23.1 0.2 0.7%
6 System Total 18.1 18.3 0.2 1.0%

(a) “Unbundled” customers receive electric generation from an Energy Service Provider (ESP) that is not SDG&E.

Rate Impacts (Bundled)®

Current Total Proposed Total
Class Average Class Average
Rates Rates
Percentage
Line Effective 03/01/24 1/1/25 DCPP NBC  Total Rate Increase Average Rate
No.  Customer Class (¢/kWh) (¢/kWh) (¢/kWh) Increase (%)
1 Residential 34.7 34.9 0.2 0.6%
2 Small Comm. 34.8 34.9 0.2 0.5%
3 Med & Lg Cé&l 32.2 32.3 0.2 0.5%
4 Agriculture 251 25.2 0.1 0.4%
5 Lighting 32.8 33.0 0.2 0.5%
6 System Total 33.1 33.3 0.2 0.5%

(a) “Bundled” customers receive electric generation from SDG&E.

1 Table 12-12 below shows illustrative bill impacts for a typical

2 residential customer.
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TABLE 12-13
SDG&E’S ILLUSTRATIVE BILL IMPACT FOR A TYPICAL RESIDENTIAL CUSTOMER

Bill Impacts®
Current Proposed
Effective 1/1/25 DCPP Total Rate Percentage
Line 03/01/24 NBC Increase Average Rate
No. Customer Class ($/month) ($/month) ($/month) Increase (%)
1 Unbundled, 2021V@®) $96 $97 $0.86 0.9%
2 Bundled® $152 $153 $0.87 0.6%

(a) “Unbundled” customers receive electric generation from an Energy Service Provider (ESP) that
is not SDG&E.

(b) “Bundled” customers receive electric generation from SDG&E.

E. Conclusion

In this chapter, PG&E, SCE, and SDG&E present illustrative DCNBC rates
by customer class based on the revenue requirements allocated to each utility
using allocation factors developed from the CEC’s 2024 12-CP forecast for
CPUC jurisdictional utilities. PG&E, SCE, and SDG&E request that the
Commission approve the allocation between I0Us presented in this chapter,
subject to Fall Update which would update the CEC’s 2024 12-CP forecast to
the 2025 12-CP forecast.

In addition, Table 12-4 presents illustrative Volumetric Performance Fee
allocation factors that can be applied to the DCNBC revenues to identify the
portion of revenues associated with Volumetric Performance Fee, which will be
reported separately in the monthly revenue reports for each IOU. PG&E, SCE,
and SDG&E request that the Commission approve the Volumetric Performance
Fee allocation factor, subject to the Fall Update final revenue requirement
allocation.

The Fall Update is expected to be filed in October 2024, and would include

updated illustrative rates for implementation in rates effective January 1, 2025.
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PACIFIC GAS AND ELECTRIC COMPANY

STATEMENT OF QUALIFICATIONS OF THOMAS R. BALDWIN

Q 1
A1

Q 2
A2

Q3
A3

Q 4
A4

Q5
A5

Please state your name and business address.
My name is Thomas R. Baldwin, and my business address is Pacific Gas
and Electric Company (PG&E), Diablo Canyon Power Plant.
Briefly describe your responsibilities at PG&E.
| am the Director of Nuclear Generation Business Operations, responsible
for the Nuclear Generation functional area strategic and integrated planning,
General Rate Case (GRC) activities, and matrixed organizations including
business finance and supply chain.
Please summarize your educational and professional background.
| received a Bachelor of Science degree in Mechanical Engineering from
University of Colorado, Boulder, in 1984. | joined PG&E in 1985 as a
Design Engineer in the Mechanical and Nuclear Engineering Department.
| have since held positions as the Supervisor of Systems Engineering,
Manager of Regulatory Services, Manager of Procedures Services,
Operations Senior Reactor Operator (licensed by the Nuclear Regulatory
Commission), Director of Site Services, and the Director of Business
Planning for Generation. Additionally, | was a witness in PG&E’s 2023 GRC
proceedings.
What is the purpose of your testimony?
| am sponsoring the following testimony and workpapers in PG&E’s 2025
Diablo Canyon Power Plant Extended Operations Non-Bypassable Charge
Forecast Revenue Requirement proceeding:
e Chapter 4, “Generation Forecast and Resource Adequacy Substitution
Capacity Cost Forecast”™
- Section A, B, and C.
Does this conclude your statement of qualifications?
Yes, it does.
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© 0o N o 0 A W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

Q 1
A1

Q 2
A2

Q3
A3

PACIFIC GAS AND ELECTRIC COMPANY
STATEMENT OF QUALIFICATIONS OF DONNA L. BARRY

Please state your name and business address.
My name is Donna L. Barry, and my business address is Pacific Gas and
Electric Company (PG&E), 300 Lakeside Drive, Oakland, California.
Briefly describe your responsibilities at PG&E.
| am a Regulatory Principal in the Electric Rates Department within the
Corporate Affairs organization. | am responsible for developing testimony
and analysis to support proceedings filed at the California Public Utilities
Commission on matters related to energy procurement and cost recovery.
Please summarize your educational and professional background.
| received my Bachelor of Science degree in Civil Engineering from
Washington State University and a Master of Business Administration
degree from Santa Clara University.

| began my career with PG&E in 1989 as an Engineer in the Engineering
and Construction Business Unit's Gas Construction Department, managing
gas distribution and pipeline replacement construction projects. From there,
| took an assignment in the Gas Supply Business Unit in the Gas
Engineering and Construction (GEC) Department as a Project Manager,
managing three gas backbone transmission projects before joining the Gas
Planning section in GEC, where | analyzed the reliability of local
transmission and distribution systems. | subsequently joined the Cost of
Service section in the Rates Department, where | performed cost of service
studies and marginal cost analyses supporting various gas and electric rate
applications.

| joined the Electric Restructuring Cost Recovery section of the Revenue
Requirements Department in 2001 and Electric Energy Revenue and
Analysis and Ratemaking section in 2002. | was a Case Manager for the
Energy Resource Recovery Account (ERRA) Forecast from 2004 through
2006 and sponsored testimony in the case related to PG&E’s
generation-related non-bypassable charges between 2004-2019 and more
recently, | have sponsored testimony supporting updates to PG&E’s Green
Tariff Shared Renewables (GTSR) Program rates. | was also the Principal
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Q 4
A4

Q5
A5

Case Manager for the ERRA Compliance Review proceeding from
2003-2011 and my responsibilities included coordination of the case
assessment and strategy development across multiple departments within
PG&E, as well as sponsoring testimony related to the review of costs
recorded to the ERRA. The department and section were renamed as the
Energy Supply Proceedings Department in 2012. | moved to the Revenue
Requirements and Analysis Department in 2014.

The Revenue Requirements and Analysis Department was reorganized
and renamed several times between 2014 and 2024 and the current
department name is Electric Rates. Over the last 10 years, | have
sponsored written testimony related to cost recovery and rate design and/or
submitted cost recovery proposals in advice letters in support of the
following applications: GTSR Program, Transportation Electrification Senate
Bill 350, Energy Storage System Rulemaking (2014), Energy Storage Plan
(2016), Energy Storage Request for Offers (2014 and 2016), Energy
Storage Plan and Assembly Bill 2868, among others. | have also
contributed to two Applications that involved reform of the Power Charge
Indifference Adjustment (PCIA) — the Portfolio Allocation Mechanism
Application in 2017 and the PCIA Rulemaking in 2018, both of which were
jointly filed with Southern California Edison Company and San Diego Gas &
Electric Company. More recently, | have sponsored Testimony in the Green
Access Program Application advocating for reform of the existing GTSR
Program and rate design.

What is the purpose of your testimony?
| am sponsoring the following testimony in the PG&E’s 2025 Diablo Canyon
Power Plant Extended Operations Non-Bypassable Charge Forecast
Revenue Requirement proceeding:
« Chapter 11, “Net Revenue Requirement for Ratesetting”; and
o Chapter 12, “Non-bypassable Charge Proposal”:
- Section C.
Does this conclude your statement of qualifications?
Yes, it does.
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A1

A2

Q3
A3
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SOUTHERN CALIFORNIA EDISON COMPANY

STATEMENT OF QUALIFICATIONS OF SHUE M. CHENG

Please state your name and business address.
My name is Shue M. Cheng, and my business address is 8631 Rush Street,
Rosemead, California 91770.
Briefly describe your responsibilities at Southern California Edison Company
(SCE).
| am the Senior Manager of the Rates Operations Group within SCE’s
Regulatory Affairs Department. My responsibilities include leading the
implementation of SCE rate changes and the development of revenue
allocation and rate designs in support of Phase Il of the General Rate Case
and other regulatory proceedings that involve pricing and forecasting
activities.
Please summarize your educational and professional background.
| received a Bachelor of Science degree in Management Science from
University of California San Diego in 2004. | completed all three levels of
the CFA program and have been a CFA charter holder since 2012. | joined
SCE in 2008 as a Financial Analyst in the Rate Design Group. In that
capacity, | was involved in all aspects of revenue allocation and rate design.
What is the purpose of your testimony?
| am sponsoring the following testimony in PG&E’s 2025 Diablo Canyon
Power Plant Extended Operations Non-Bypassable Charge Forecast
Revenue Requirement proceeding:
e Chapter 12, “Joint Investor Owned Utility Non-Bypassable Charge
Proposal”:
- Section D.2
Does this conclude your statement of qualifications?
Yes, it does.
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PACIFIC GAS AND ELECTRIC COMPANY

STATEMENT OF QUALIFICATIONS OF GEORGE P. CLAVIER

Please state your name and business address.
My name is George P. Clavier, and my business address is Pacific Gas and
Electric Company (PG&E), 300 Lakeside Drive, Oakland, California.
Briefly describe your responsibilities at PG&E.
| am a Principal Analyst in the Portfolio and Resource Forecasting
Department within the Energy Policy and Procurement organization,
responsible for preparing, validating, and analyzing energy procurement
cost and generation forecasts utilized in regulatory proceedings before the
California Public Utilities Commission and the California Energy
Commission.
Please summarize your educational and professional background.
| graduated with a Bachelor of Arts in International Economics from the
American College in Paris in 1982 and a Master of Science in Agricultural
Economics from the University of California, Davis in 1988.
| joined PG&E in 1991 as an Analyst in the Fuels Policy Department.
Since then, | have held a number of different positions in the Energy Policy
and Procurement organization. In my current position | have worked on
various energy procurement forecasts and related analysis to support PG&E
in regulatory proceedings and other business processes.
What is the purpose of your testimony?
| am sponsoring the following testimony in PG&E’s 2025 Diablo Canyon
Power Plant Extended Operations Non-Bypassable Charge Forecast
Revenue Requirement proceeding:
o Chapter 4, “Generation Forecast and Resource Adequacy Substitution
Capacity Cost Forecast”:
- Sections, A, B, and D; and
o Chapter 8, “California Independent System Operator Corporation Market
Revenues.”
Does this conclude your statement of qualifications?
Yes, it does.
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PACIFIC GAS AND ELECTRIC COMPANY

STATEMENT OF QUALIFICATIONS OF MARQUES A. CRUZ

Please state your name and business address.

My name is Marques A. Cruz, and my business address is Pacific Gas and
Electric Company (PG&E), 300 Lakeside Drive, Oakland, California.
Briefly describe your responsibilities at PG&E.

| am Results of Operations Manager in PG&E’s Revenue Requirement and
Cost Recovery Department, which is responsible for developing analyses
and testimony to support recovery of utility investments.

Please summarize your educational and professional background.

| received a Bachelor of Science degree in Civil and Environmental
Engineering from University of Michigan, Ann Arbor and a Master of
Business Administration degree in Finance and Corporate Strategy from
Ross School of Business at the University of Michigan, Ann Arbor.

In 2013, | joined PG&E as a Project Management Engineer in the Gas
Operations Program Management Office, supporting project management
and strategic planning for pipeline safety and enhancement projects.

In 2015, | accepted a rotational assignment performing financial
management and economic analysis of pilot projects for PG&E’s Smart Grid
Technology Program. In 2016, | joined the Economic Analysis department
at PG&E, where | worked for approximately seven years before assuming
my current position in 2023.

What is the purpose of your testimony?

| am sponsoring the following testimony in PG&E’s 2025 Diablo Canyon
Power Plant Extended Operations Non-Bypassable Charge Forecast
Revenue Requirement proceeding:

e Chapter 6, “Operational Revenue Requirement.”

Does this conclude your statement of qualifications?

Yes, it does.
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PACIFIC GAS AND ELECTRIC COMPANY
STATEMENT OF QUALIFICATIONS OF J. CONOR DOYLE

Please state your name and business address.

My name is J. Conor Doyle, and my business address is Pacific Gas and
Electric Company (PG&E), Diablo Canyon Power Plant (DCPP), Avila
Beach, California.

Briefly describe your responsibilities at PG&E.

| am the Director of Regulatory Proceedings at DCPP. | lead a team that is
responsible for supporting DCPP and Humboldt Independent Spent Fuel
Storage-related proceedings before the California Public Utilities
Commission (CPUC). Additionally, my team and | are responsible for
managing compliance activities associated with the Department of Energy
Credit Award and Payment Agreement. Prior to my current role, | served as
Director General Rate Case (GRC), Risk, and Financial Proceedings leading
a team of case managers responsible for various regulatory proceedings
before the CPUC including the 2020 and 2023 GRC, Wildfire Mitigation and
Catastrophic Events proceeding, the Cost of Capital Proceeding, and
various cost recovery proceedings and risk and safety compliance reports.
Prior to this role, | served as the regulatory case manager for a number of
regulatory proceedings, including: PG&E’s Diablo Canyon Retirement Joint
Proposal Application; 2015 Nuclear Decommissioning Cost Triennial
Proceeding; and 2015 Catastrophic Event Memorandum Account
Application, for which | also served as the Policy witness.

Please summarize your educational and professional background.

| received a Bachelor of Arts degree in Political Science from the University
of California, Santa Barbara. | have been employed by PG&E for 13 years.
Prior to joining PG&E, | worked as an environmental consultant on
utility-scale energy projects in California and Nevada.

What is the purpose of your testimony?

| am sponsoring the following testimony in PG&E’s 2025 Diablo Canyon
Power Plant Extended Operations Non-Bypassable Charge Forecast
Revenue Requirement proceeding:

e Chapter 1, “Introduction and Policy”;
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e Chapter 2, “Cost and Benefits of Diablo Canyon Power Plant
Operations: 2022-2030%;
- Sections A, B, C, and D;

e Chapter 2, Attachment A, “Recorded and Forecast Costs: 2022-20307;

o Chapter 2, Attachment B, “Extended Operations Total Costs in Electric
Utility Cost Group Format”; and

e Chapter 7, “Statutory Fees.”

Does this conclude your statement of qualifications?

Yes, it does.
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PACIFIC GAS AND ELECTRIC COMPANY

STATEMENT OF QUALIFICATIONS OF AMARA K. HAYASHIDA

Q 1
A1

Q 2

A2

Q3
A3

Q4
A4

Please state your name and business address.

My name is Amara K. Hayashida, and my business address is Pacific Gas
and Electric Company (PG&E), 300 Lakeside Drive, Oakland, California.
Briefly describe your responsibilities at PG&E.

| am a Tax Principal in the PG&E Tax Department. | am responsible for
developing and supporting income tax estimates in ratemaking and other
regulatory filings.

Please summarize your educational and professional background.

In 2003, | earned a Bachelor of Science in Business Administration with a
focus on Accountancy from California State University Sacramento. In
2007, | earned a Juris Doctorate degree from Santa Clara University School
of Law. | am a member of the California Bar Association (inactive status)
and a California Certified Public Account (inactive status CPA). After law
school, | was employed by KPMG, LLP in the firm’s tax practice for almost
five years. In 2012, | joined PG&E as a Senior Tax Analyst and left the Tax
Department in 2017. From 2017 through 2020, | was an Expert Case
Manager in PG&E’s Regulatory Proceedings and Rates department. In
2020, | rejoined the Tax Department as a Research and Planning Tax
Principal. | have worked on PG&E’s Federal Energy Regulatory
Commission (FERC) Transmission Owner (TO) twentieth (TO20) Formula
Rate Cases for Rate Year (RY) 2021, RY 2022, RY 2023, and RY 2024
Annual Updates. | am also the tax witness for PG&E’s FERC twenty-first
(TO21) Formula Rate Case. | was the tax witness assistant for PG&E’s
2023 General Rate Case and have provided tax regulatory support on other
California Public Utilities Commission rate cases such as the 2022 and 2023
Wildfire Mitigation and Catastrophic Events applications.

What is the purpose of your testimony?

| am sponsoring the following testimony in PG&E’s Diablo Canyon Power
Plant Extended Operations Non-Bypassable Charge Forecast Revenue
Requirement proceeding:
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e Chapter 5, “Internal Revenue Code Normalization Requirements and
Taxes.”

Does this conclude your statement of qualifications?

Yes, it does.
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PACIFIC GAS AND ELECTRIC COMPANY

STATEMENT OF QUALIFICATIONS OF BRIAN KETELSEN

Please state your name and business address.
My name is Brian Ketelsen, and my business address is Pacific Gas and
Electric Company (PG&E), Diablo Canyon Power Plant (DCPP).
Briefly describe your responsibilities at PG&E.
| am the Director of Business and Technical Services for DCPP where | am
responsible for financial management and forecasting at DCPP, including
implementation of the financial requirements of Senate Bill (SB) 846 and
associated regulatory filings, and DCPP extended operations cost recovery.
Please summarize your educational and professional background.
| earned a Bachelor of Arts in Economics from San Diego University in 2007.
| joined PG&E in 2011 after various Financial Analyst roles. Since joining
PG&E, | progressed through the Project Finance organization at DCPP
where my team facilitated the project approval, controls, governance, and
closeout process for all projects at DCPP. | supported testimony and
workpaper development for the 2014 and 2017 General Rate Cases. |
joined DCPP decommissioning in 2018 and led the development of the 2018
and 2021 Nuclear Decommissioning Cost Triennial Proceeding filings. In
2022, | assumed the role of Director, Business and Technical Services,
responsible for DCPP financial management and forecasting including the
implementation of the financial requirements of SB 846 and associated
regulatory filings, nuclear fuel procurement, and spent fuel management and
decommissioning planning. | have presented testimony before the
California Public Utilities Commission (CPUC) as PG&E’s witness on
historical and forecast DCPP costs in the CPUC’s DCPP Extended
Operations Rulemaking, (R.) 23-01-007.
What is the purpose of your testimony?
| am sponsoring the following testimony in PG&E’s 2025 Diablo Canyon
Extended Operations Non-Bypassable Charge Forecast Revenue
Requirement proceeding:
e Chapter 3, “2023-2025 Forecast Operations and Maintenance Costs to
be Recovered in Rates”; and
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1 o Chapter 3, Confidential Attachment A, “Nuclear Fuel Costs.”
2 Q 5 Does this conclude your statement of qualifications?
3 AS Yes, it does.
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PACIFIC GAS AND ELECTRIC COMPANY

STATEMENT OF QUALIFICATIONS OF RHETT KIKUYAMA

Please state your name and business address.

My name is Rhett Kikuyama, and my business address is Pacific Gas and
Electric Company (PG&E or the Company), 300 Lakeside Drive, Oakland,
California.

Briefly describe your responsibilities at PG&E.

| am the Senior Manager of Market and Procurement Policy in the Energy
Policy and Procurement organization at PG&E. In this position, | am
responsible for managing the Company’s policy engagement on issues
related to market design, procurement policy, and cost recovery. These
issues involve proceedings related to electric corporations, community
choice aggregation, direct access, and a wide variety of proceedings and
projects to ensure a well-functioning retail market by advocating for, among
other things, durable market design, equitable cost recovery, effective
market oversight, and clear and consistent regulatory requirements.

Please summarize your educational and professional background.

| have earned a Bachelor of Business Administration from Baruch College —
City University of New York in Operations Management. | have worked at
PG&E for 11 years where | have held a variety of energy policy roles.

| started my career at PG&E as a Program Manager in Demand Response
Operations and as a Real-Time Asset Manager in Short-Term Electric
Supply before switching to Portfolio Management Analyst positions working
on California Public Utilities Commission energy policy matters.

| subsequently moved into a leadership position and have held positions as
Principal, and now, as a Senior Manager working on market and
procurement policy issues within the Energy Policy and Procurement
organization at PG&E.

What is the purpose of your testimony?

| am sponsoring the following testimony in PG&E’s 2025 Diablo Canyon
Power Plant Extended Operations Non-Bypassable Charge Forecast
Revenue Requirement proceeding:
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o Chapter 2, “Cost and Benefits of Diablo Canyon Power Plant
Operations: 2022-2030":
- Sections F and G.

Does this conclude your statement of qualifications?

Yes, it does.
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PACIFIC GAS AND ELECTRIC COMPANY

STATEMENT OF QUALIFICATIONS OF BENJAMIN KOLNOWSKI
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Please state your name and business address.
My name is Benjamin Kolnowski, and my business address is Pacific Gas
and Electric Company (PG&E), 300 Lakeside Drive, Oakland, California.
Briefly describe your responsibilities at PG&E.
My current position at PG&E is Senior Manager of Electric Rates within the
Regulatory Affairs organization. In this capacity, | am responsible for
overseeing the development of electric rates, including rate design
proposals for presentation, review, and approval by the California Public
Utilities Commission.
Please summarize your educational and professional background.
| received a Bachelor of Science degree in Mechanical Engineering from
University of California, Los Angeles in June 2012. From 2012 to 2015,
| worked as an Engineer in PG&E’s Gas System Planning Department.
In this role, my primary responsibility was to analyze the hydraulics of
the gas system to support gas operations and enable customer growth.
From 2015 to 2016, | joined the Strategy, Technology, and Support team
at PG&E, where | developed technology, processes, and procedures
to support the Gas System Planning Department. This included
analyzing hourly gas meter data to understand the relationship between
various weather variables and gas use, resulting in an hourly forecast by
climate zone.

| received a Master’s degree in Business Administration (MBA) from the
Anderson School of Business at University of California, Los Angeles in
June 2018. | rejoined PG&E in September 2018 as an MBA Associate,
working in the Rates Department within Regulatory Affairs on rotation.
In April 2019, | permanently joined the Rates Department as an Expert Data
Scientist. One of my main responsibilities in both roles had been to develop
the electric sales and customer forecasts used for electric rate design. In
February 2020, | began managing the Electric Rates team. In July 2023,
| was promoted to my current role as Senior Manager of the Electric Rates

team where | support PG&E’s rate design proposals in various proceedings
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including the Energy Resource and Recovery Account Forecast, General
Rate Case, and securitization proceedings.
What is the purpose of your testimony?
| am sponsoring the following testimony in PG&E’s 2025 Diablo Canyon
Power Plant Extended Operations Non-Bypassable Charge Forecast
Revenue Requirement proceeding:
e Chapter 12, “Joint Investor Owned Utility Non-bypassable Charge
Proposal”:
- Sections A, B, D.1, and E.
Does this conclude your statement of qualifications?
Yes, it does.
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SAN DIEGO GAS & ELECTRIC COMPANY
STATEMENT OF QUALIFICATIONS OF KEVIN LOUDAT

Please state your name and business address.
My name is Kevin Loudat, and my business address is San Diego Gas and
Electric Company (SDG&E), 8330 Century Park Court, San Diego,
California.
Briefly describe your responsibilities at SDG&E.
| am a Business and Economics Advisor in the Customer Pricing department
of SDG&E. My responsibilities include overseeing Electric Rate
implementations and compliance, as well as various aspects of Rate Design
for SDG&E.
Please summarize your educational and professional background.
| have worked for SDG&E since December 2015 and have held various
positions in the Customer Contact Center, Customer Billing, and Customer
Pricing with increasing levels of responsibility. | received a Bachelor of
Science degree in Business Administration with a concentration in Marketing
Management from California Polytechnic State University, San Luis Obispo
in 2013. | have not previously testified before the California Public Utilities
Commission nor the Federal Energy Regulatory Commission.
What is the purpose of your testimony?
| am sponsoring the following testimony in PG&E’s 2025 Diablo Canyon
Power Plant Extended Operations Non-Bypassable Charge Forecast
Revenue Requirement proceeding:
e Chapter 12, “Joint Investor Owned Utility Non-Bypassable Charge
Proposal”:
- Section D-3.
Does this conclude your statement of qualifications?
Yes, it does.

KL-1



© 0o N o o o w

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

Q 1
A1

Q 2
A2

Q3
A3

Q4
A4

Q5
A5

PACIFIC GAS AND ELECTRIC COMPANY
STATEMENT OF QUALIFICATIONS OF KRISTIN MANZ

Please state your name and business address.

My name is Kristin Manz, and my business address is Pacific Gas and
Electric Company (PG&E), 300 Lakeside Drive, Oakland, California.

Briefly describe your responsibilities at PG&E.

| am the Vice President of Finance and Planning for PG&E. | am
responsible for facilitating our multi-year planning process across the
various functional areas of our business, making sure that the plan is
assessing and addressing our company’s risks, and the plan improves our
financial health. | am also responsible for tracking progress against the plan
as work progresses from year to year.

Please summarize your educational and professional background.

| have an MBA in Finance from DePaul Driehaus College of Business and a
Bachelor of Science in Management Information Systems from the
University of Florida’s Warrington College of Business. | am a 23-year
Finance Professional and have previously worked at other utilities; Florida
Power and Light Company and NextEra Energy, Inc., as well as in the non-
utility sector at Amazon. In April 2023, | joined PG&E.

What is the purpose of your testimony?

| am sponsoring the following testimony in PG&E’s 2025 Diablo Canyon
Power Plant Extended Operations Non-Bypassable Charge Forecast
Revenue Requirement proceeding:

e Chapter 10, “Planned Usage of Funds from Performance-Based Fees.”
Does this conclude your statement of qualifications?

Yes, it does.
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PACIFIC GAS AND ELECTRIC COMPANY

STATEMENT OF QUALIFICATIONS OF RYAN A. STANLEY

Please state your name and business address.
My name is Ryan A. Stanley, and my business address is Pacific Gas and
Electric Company (PG&E), 300 Lakeside Drive, Oakland, California.
Briefly describe your responsibilities at PG&E.
| am a Manager in the Energy Accounting Department within the Corporate
Accounting organization at PG&E. In this position, | am responsible for
overseeing and advising on cost recovery, including related to nuclear fuel
and operations recovery, in compliance with California Public Utilities
Commission directives.
Please summarize your educational and professional background.
| received my Bachelor of Science degree in Business Administration from
the Walter A. Haas School of Business, University of California at Berkeley.
| received my Master’s in Business Administration from the Walter A. Haas
School of Business, University of California at Berkeley.
| have over 17 years of regulated utility accounting, financial forecasting,
and regulatory experience from having held positions of increasing
responsibility at PG&E, in the Controller's and Regulatory Affairs
organizations.
What is the purpose of your testimony?
| am sponsoring the following testimony in PG&E’s 2025 Diablo Canyon
Power Plant Extended Operations Non-Bypassable Charge Forecast
Revenue Requirement proceeding:
e Chapter 9, “Planned Usage of Funds From Volumetric Performance
Fees”:
- Section E, subsection 2; and
« Chapter 10, “Diablo Canyon Extended Operations Balancing Account.”
Does this conclude your statement of qualifications?

Yes, it does.
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