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Fowler & Associates1
 Chapter 1: Executive SummaryThis report contains the findings, conclusions, and recommendations resulting from Fowlerand Associates’ (F&A) audit of Pacific Gas and Electric Company’s (PG&E or the Utility)compliance with the Affiliate Rules (Rules) for the year 2006.
 The purpose of this executive summary is two fold. The first is traditional and summarizesaudit conclusions, PG&E’s compliance with the Rules and recommendations forimprovements in compliance activities for particular rules or groups of rules. The second isto describe findings and recommendations which transcend the normal framework of therule by rule affiliate transactions audit. These findings and recommendations address severalissues which are systemic in nature and are, in fact, the most significant issues to arise fromthis years audit.
 Audit Conclusions1. PG&E is in compliance with all Affiliate Rules with the exception of Rule
 V.G.1. PG&E is in partial compliance with Rule V.G.1
 F&A found PG&E to be in compliance with all California Affiliate Transaction Rules withone exception. PG&E failed to notify the Commission within 30 days of the addition of ashared officer as required under Rule V.G.1. PG&E has identified and corrected thisomission however it was outside the 30 day requirement of the rule.
 2. PG&E has a risk of future Affiliate Rules violations unless changes are madein the training and education process.
 The 2006 audit uncovered several shortcomings in the processes of affiliate transactiontraining and communication. Entire departments have not been trained in the AffiliateTransaction Rules and some of these departments are at high risk of affiliate rules violations.
 3. PG&E accepted and implemented one of two recommendations from the2005 audit. The second recommendation was rejected after a thorough PG&Ereview.
 The previous years audit produced two recommendations. PG&E implemented one of theserecommendations which called for a more proactive approach in understanding new RuleII.B. affiliates and designing new processes to mange the associated risk. Following athorough review PG&E concluded that the second recommendation which called forchanging the joint pole arrangement to a tariffed service was not cost effective.
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Fowler & Associates2
 Chapter 2: Summary of 2006 Findings and ConclusionsWithin the literal framework of the California Affiliate Rules, PG&E was found to be incompliance with the exception of partial compliance with Rule V.G.1. However, F&A hasidentified a number of shortcomings, some severe, in the management and implementationof the controls surrounding Affiliate Rules compliance.
 The lapses we found in certain control areas are significant due to the breadth and also thefuture risk associated with these lapses. Most notably:
 Large numbers of employees have not undergone Affiliate Rules training.
 Some of the Affiliate Rules training lapses are in areas with potentially considerablerisk of Affiliate Rules violations.
 Several departments with crucial involvement in affiliate compliance had trainednone of their employees.
 Certain employees in critical roles with potential affiliate dealings were unaware evenof the existence of Rule II.B. affiliates.
 One employee in a compliance role1 was actually distributing misinformation abouthow to deal with affiliate transactions.
 There is considerable confusion over the Affiliate Rules training and FERC Order2004 Standards of Conduct (FERC Order 2004) training.
 There are a number of factors that seem to have contributed to these problems. Certain ofthese were directly identified during individual interviews while others are more subjectiveand the culmination of F&A summary audit work.
 The biggest contributing factor seems to be a general lack of departmentmanagement interest and focus outside of Compliance & Ethics (C&E). There arenotable exceptions to this attitude and fortunately for PG&E these exceptions are insome critical gas and electric operations departments.
 The next largest factor seems to be the two year period, 2004 – 2005, in whichPG&E had no Rule II.B. affiliates. Employees recall the period in which theaffiliates were sold or otherwise closed down but often do not know of the additionof the new Rule II.B. affiliates during 2006.
 PG&E has many new employees from other companies and industries. Many ofthese new employees are in the management and officer ranks. Those from otherutilities are unfamiliar with the PG&E structure, history, and nomenclature. Thosefrom other industries are often totally unfamiliar with even the concept of AffiliateRules violations and why dealing with affiliates has any particular significance.
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Fowler & Associates3
 The implementation of FERC Order 2004 required training. FERC Order 2004 hasaspects similar to the CPUC Affiliate Rules, such as physical and systems separationof certain functions dealing with commodity functions. Further, C&E administerstraining for both of these compliance issues and similar training methods are used,specifically computer based training (CBT). These similarities add to employee’sconfusion of these two separate compliance issues. As a result employees seem to beconfusing the FERC Order 2004 Rules with the California Affiliate Rules.
 Certain affiliate training responsibilities have been transferred to the individualmanagers. During the period in which PG&E had no Rule II.B. affiliates, the C&EDepartment assumed other roles and responsibilities. To balance the workload, andgiven the low risk of Affiliate Rules violations, responsibility for insuring completionof the Affiliate Rules training was transferred to individual managers with oversightby C&E. This has led to some departments being trained appropriately and somedepartments not being trained at all.
 Finally, the subject matter itself continues to be confusing and difficult tounderstand. While in no way excusing lapses, it must be pointed out that the Rulesand their implementation are very difficult to translate into everyday implementation.
 The 2006 audit also uncovered some positive aspects of the Affiliate Rules Complianceprogram at PG&E.
 The continuation of the Affiliate Rules Compliance program during 2004 and 2005even in the absence of Rule II.B. affiliates definitely had positive effects. Inparticular, the Daily Transaction Reports (DTRs) which identify any contact withRule II.B. affiliates were a continuing reminder of the need to identify affiliatecontacts. The DTR process has been in place since the beginning of the PG&Ecompliance program. During 2006 the DTRs continued to be used to identifydealings with Rule II.B. affiliates, specifically Pacific Connector Gas Pipeline.
 The carry over effect of previous years audits, training and compliance processescontinued to have a noticeable positive impact in certain critical and high riskfunctions. Notably, gas procurement, operations and transmission had a very hightraining completion. Interviews with current and former employees of thesedepartments also indicated that they remained keenly aware of the Rules and thecompliance requirements.
 The past Affiliate Rules training directly impacted the dealings with the newRule II.B. affiliates in that the two Utility employees transferred to the PacificConnector Pipeline project had worked most recently in Gas Transmission andDistribution (GT&D). There they were very involved in the Affiliate Rules processand compliance measures. The familiarity carried over with them to the new RuleII.B. affiliates in terms of cooperation, communication with C&E, and establishmentof safeguards. F&A wishes to point out that while laudable, affiliates are notrequired nor charged with insuring compliance with Affiliate Rules. Thisresponsibility falls solely upon the Utility.
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Fowler & Associates4
 There is unquestionably a renewed emphasis on regulatory compliance and riskmitigation in the entire PG&E organization. This is no more apparent than in thefact that PG&E has established a Senior Vice President and Chief Risk and AuditOfficer. The Compliance and Ethics department now reports directly to this SeniorOfficer as does Internal Audit, Credit and Risk Reporting, Risk Analysis and Control,Insurance, and Corporate Security.
 Both PG&E Corporation and PG&E have undertaken broad and comprehensiverisk assessments. The PG&E Corporation risk assessment evaluates all risks andaddresses compliance risk from all sources. The ongoing PG&E risk assessmentlook specifically at compliance risk.
 While we are critical of some of PG&E’s processes for managing the Affiliate Rulescompliance, we also feel that given the renewed emphasis on risk identification andmanagement, the timing is actually ideal to correct these faults before Affiliate Rulesviolations occur. The following recommendations address our specific concerns.
 Rule Specific RecommendationsThe following are recommendations which pertain to specific Affiliate Rules as identified.
 Rule V.C.-R1 Strengthen current physical separation security procedures so thataffiliate employees are flagged when they enter Utility premises.
 In order to strengthen current separation procedures, the Utility should implement a systemin which attempted (or completed) access to Utility areas by Rule II.B. affiliate employees isflagged within a centralized access control system. This additional procedure would providea means to monitor unauthorized access attempts to Utility areas.
 Rule V.G.-R2 PG&E should immediately implement a process to insurecommunication of officer changes and assign accountability.
 PG&E was found to be in partial violation of Rule V.G.1. PG&E has already taken steps tocorrect the problem. In an email dated April 7, 2007, the PG&E Corporate Secretaryreiterated the requirements of Rule V.G.1. and wrote:
 “Accordingly, effective immediately, the Corporate Secretary's office will be responsible forinforming the Compliance and Ethics Department of any changes to the shared officer anddirector list as soon as the information is made publicly available. This may be done by sendingan e-mail with the press release to Michael Chinen and Pally Cottonham in the Compliance andEthics Department with a "cc" to [email protected]. Cheryl Higuera will take the lead in providingthis information to the Compliance and Ethics Department; Vicki Ottey will be her back-up.”
 We further suggest that where officer changes result in exposure to affiliate rules that they beprovided with immediate direct training in the Affiliate Rules. The 2007 Compliance Planshould be updated to reflect this procedure in its final form.

Page 7
						

Fowler & Associates5
 Rule VII.D.-R3 Perform an internal review of the cost allocations and revenuesderived from NTP&S prior to expanding these businesses. (SeeFinding VII-F3).
 A review outside the scope of this Affiliate Rules audit will allow PG&E to confirm that theprocesses in place to capture and accumulate costs are appropriate before adding additionalNTP&S or aggressively marketing existing ones.
 Global RecommendationsThe following recommendations do not correspond to specific rules detailed in the report.As described earlier, F&A found PG&E to be in compliance with the specific requirementsof the Affiliate Rules for 2006. These recommendations are meant to address theshortcoming that the 2006 audit uncovered and insure that PG&E remains in compliance infuture years.
 Exec Sum–R4 PG&E should continue to emphasize the importance of AffiliateRules compliance with higher level and higher risk Utility andCorporation employees.
 PG&E should first conduct a formalized risk assessment to determine those departmentsdeemed to be at high risk of affiliate violations. Those departments should be clearlyidentified, and the expectations for training of employees clearly defined, and performanceagainst this expectation should be monitored. We further suggest that completion ofAffiliate Rules Training become part of a manager’s performance measures in criticaldepartments. The Affiliate Rules Training is readily available on-line and requires a minimaltime commitment. C&E already performs many of these processes on both an informal andformal basis. This recommendation calls for a more formal, structured approach.
 As part of this recommendation, we suggest that PG&E utilize the formal structure of theCompliance Risk Assessment (CRA). The CRA is a tool implemented by PG&E to attemptto quantify and prioritize compliance risk. The CRA would provide a formal structure andsignificantly increase the visibility and importance of Affiliate Rules. The CRA objectiveslend themselves readily to the Affiliate Rules risk.
 “The objective of conducting the Compliance Risk Assessments (CRA) is to establish an efficient,consistent and sustainable approach for managing compliance risk for the PG&E enterprise.The CRA are one component of a larger Compliance Operating Process being established byPG&E.”2
 Most importantly, the CRA by virtue of its officer participation, monitoring, and progressreporting should have sufficient influence to focus PG&E department managers on theimportance of Affiliate Rules compliance.
 Exec Sum–R5 The Affiliate Rules training process should be reviewed andmodified to address shortcomings discovered in this audit.
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Fowler & Associates6
 In order to address the training shortcomings identified during this audit, a review andevaluation of the entire training process from development to delivery should be conducted.At a minimum, the following three areas should be addressed:
 1. C&E should take back responsibility for tracking Affiliate Rules compliancetraining.
 2. PG&E should add more specificity to the Affiliate Rules training directly related toexisting Rule II.B. affiliates.
 3. PG&E should develop an ongoing due diligence process to measure theeffectiveness of Affiliate Rules training.
 Each of these is discussed in more detail below.
 C&E should take back responsibility for tracking Affiliate Rules Compliance Training.
 A review of personnel who completed the Affiliate Rules training courses clearly shows thata minimal number of employees are taking these training courses. Significant changes needto be made to the process so that more employees will be trained in the Affiliate Rules.Affiliate Rules training is one of the primary proactive tools used by PG&E to ensurecompliance with the CPUC Affiliate Rules. During the two years in which PG&E had noRule II.B. affiliates, C&E had shifted some of the responsibility for training to the individualdepartment managers while C&E took on other responsibilities. Unfortunately, the prioritygiven to the training by managers varies significantly. Our review of training records showsthat during 2006:3
 No one in Information Systems Technology Services at the Utility had taken theAffiliate Rules Training.
 No one in Corporate Security had taken the Affiliate Rules Training.
 No one in Purchasing (Strategic Sourcing and Operations Support) had takenAffiliate Rules Training.
 However, 48% of Gas Transmission and Distribution had taken the Affiliate Rulesbasic course and another 16% had taken the Affiliate Rules advanced course.4
 Further investigation again points to the previously identified issue of managers andemployees recently joining PG&E and PG&E Corporation from industries with few if anyconcerns of affiliate compliance.
 We would suggest that at least initially, C&E should reinstate live training for risk criticaldepartments in order to quickly bring those employees training and knowledge up to basiclevels. Live training would also reinforce the importance that PG&E places on this matterand differentiate Affiliate Rules training and issues from the FERC Order 2004 Rules.
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Fowler & Associates7
 PG&E should add more specificity to the Affiliate Rules training directly related to existingRule II.B. affiliates.
 Rather than leave any room for misinterpretation or confusion, the basic and advancedAffiliate Rules Training should clearly state that as of a certain date PG&E does in fact haveRule II.B. Affiliates. Those Affiliates should be listed with a brief description of theiractivities. Obviously this will require periodic updating of the training material but this willserve to keep more relevant and timely information available for those taking the trainingcourses.
 PG&E should develop an ongoing due diligence process to measure the effectiveness ofAffiliate Rules Training.
 C&E solicits informal feedback on the Computer Based Affiliate Rules Training. C&Eshould take this process further and establish a follow up procedure that measures theeffectiveness of the training. This follow up need not be elaborate or time consuming. Thisfollow up should not only focus on the trainee’s opinion of the training but should actuallyretest critical knowledge on a sample basis. For example, does the person recognize thenames of Rule II.B. affiliates?
 Exec Sum–R6 Corporate Security should add identifiers for Rule II.B. employeesin order to monitor any physical entry into unauthorized areas.
 Physical security forms the lynchpin of several of the affiliate compliance processes includingseparation, facility access, and computer access. Physical access to facilities and thepermissions allowing access are currently contained within a large number of independentsystems and monitored by a similarly large number of administrators.5 Few of these systemscommunicate regarding physical security levels. More specifically as it applies to affiliatetransactions, it is impossible to determine what systems and facilities affiliate employees haveaccess to without first determining the system or facility in question and then requestinginformation from the particular administrator. There is currently no centralized system thatenables a global view of employee facilities and systems access. PG&E is presentlyattempting to remedy this situation in response to general security concerns and FERCOrder 2004 requirements. F&A suggest that as part of this remedy affiliate employees andtheir access control also be centrally administered. This will require additional systemscapability in that the systems containing individual facility and system access permissionsmust be able to communicate with each other and to provide the data to a central location.(See Rule V.F., Finding V-F3)
 Exec Sum-R7 PG&E should reinitiate the formal Affiliate Rules Phone Log.
 PG&E continues to respond to calls from the Affiliate Rules and Compliance and Ethicshotlines and maintains informal notes. However, the formal Affiliate Rules Phone Log thatexisted in earlier years is no longer maintained. This lapse was acceptable during the periodof no Rule II.B. affiliates but the formal log should be reinstated now that there are onceagain active Rule II.B. affiliates.
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Fowler & Associates8
 Exec Sum–R8 PG&E should ensure that the written booklets and informationavailable to employees on Affiliate Transactions are updated,republished and made available to employees in a timely manner.
 PG&E publishes booklets that are made available to employees with information oncompliance, ethics, and affiliate transaction rules among other topics. The booklets, at theconclusion of F&A field work contained dated information such as contact names forindividuals who are no longer with C&E or even within PG&E. This printed materialshould be updated and any previous material removed from service.
 Status of Prior Years Audit RecommendationsThe 2005 Affiliate Rules Audit of PG&E produced two recommendations:
 ‘05-R1 In anticipation of the likelihood of the creation and acquisition of newaffiliates, the C&E Department needs to be prepared to maintain continuedcompliance.
 This recommendation went on to suggest a proscriptive approach whereby the C&EDepartment would take a proactive approach in understanding and mitigating risk with newaffiliates. PG&E accepted this recommendation and implemented many of the detailsduring 2006 when PG&E created new Rule II.B. affiliates. As discussed later in this report,this approach and the cooperation of the new affiliates was critical and timely, and in alllikelihood prevented PG&E from being otherwise out of compliance in 2006.
 ‘05-R2 Make an effort to convert the Facility joint use (“Joint Pole”) arrangementto a tariffed service in order to improve collection of full cost.
 PG&E declined to implement this recommendation after conducting a detailed review thatexamined the costs and incremental revenue associated with converting this arrangement toa tariffed service. The analysis determined that the additional revenue did not justify theconversion6.
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Fowler & Associates9
 Chapter 3: Background
 Affiliate Rules HistoryThe affiliate transaction audit process is mature and has been conducted at PG&E and otherCalifornia utilities for nine years beginning in 1998 in accordance with Chapter VI of theAffiliate Rules. Over this period PG&E has seen very significant changes in the number andtypes of affiliates which are categorized as Rule II.B. affiliates. From 1998 through 2003,PG&E had a significant number of affiliates engaged in energy related businesses. In thepast PG&E Rule II.B. affiliates were engaged in commodity sales to and from PG&E,transmission over PG&E facilities and commodity related transactions such as parks, lendsand storage deals all of which came under considerable scrutiny. By 2004, PG&E hadeffectively no Rule II.B. affiliates with some contracts open but virtually no transactionstaking place between the Rule II.B. affiliates and the Utility. In 2005, there were no RuleII.B. affiliates and obviously no transactions. In 2006, PG&E once again has Rule II.B.affiliates albeit with limited transactions at this time.
 The breadth and focus of the affiliate transactions audits since 1998 directly reflect thenumber of Rule II.B. affiliates and associated transactions. In recent years, with noRule II.B. affiliates, the audits focused on the compliance process and were moreproscriptive in nature.7 In this year’s audit, F&A focused on identifying and testingtransactions with the new affiliates while also evaluating the preparedness of PG&E to onceagain manage the Affiliate Rule process with active Rule II.B. affiliates.
 Significant Events During 2006
 Rule II.B. Affiliates
 In 2006, PG&E established two new Rule II.B. affiliates8 and reclassified four other existingaffiliates to Rule II.B. status. In Advice Filing 2767-G/2909-E effective August 8, 2006PG&E reclassified existing affiliates Fuelco LLC (Fuelco) and Pacific Energy FuelsCompany (PEFCO) as Rule II.B. affiliates. In advice filing 2733-G/2841-E PG&E createdtwo new Rule II.B. affiliates; Pacific Connector Gas Pipeline, LP, and Pacific Connector GasPipeline, LLC. It also created a new affiliate called PG&E Corporation Support Services II,Inc. which is not a Rule II.B. affiliate. Within this same filing PG&E changed theclassification of PG&E Corporation Support Services, Inc. and PG&E Strategic Capital, Inc.which were not Rule II.B. affiliates to Rule II.B. affiliates. All of the Rule II.B. affiliateadditions, conversions, and reactivation activity in 2006 are primarily related to the PacificConnector Gas Pipeline project discussed in the next section.
 Pacific Connector Gas Pipeline Project
 The Pacific Connector Gas Pipeline (Pacific Connector) is a proposed 231-mile, 36 inchdiameter gas pipeline that would extend from the proposed Jordan Cove Liquefied NaturalGas terminal in Coos Bay, Oregon to an interconnect with Williams’ Northwest Pipelinenear Myrtle Creek, Oregon and continuing on to interconnect with Avista Corporation nearShady Cove, Oregon and the Pacific Gas and Electric Company system and the TuscaroraGas Transmission system, both located near Malin, Oregon. The proposed Pacific
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Fowler & Associates10
 Connector will deliver one billion cubic feet of natural gas per day to the Pacific Northwest,California and Nevada through various interconnects with the aforementioned systems.9
 The Pacific Connector is being jointly developed by Williams Northwest Pipeline (WilliamsNorthwest), PG&E Strategic Capital (a wholly owned subsidiary of PG&E Corporation),and Fort Chicago Energy Partners L.P. (Fort Chicago) with each party holding a one-thirdinterest. The Jordon Cove Liquefied Natural Gas Terminal is also being developed by a FortChicago subsidiary Jordan Cove Energy Project LP. PG&E affiliates have no ownershipinterest in the Jordon Cove project at this time. At the end of year 2006, no constructionactivities or material purchases had taken place for the Pacific Connector pipeline. PipelineConstruction is scheduled to begin in 2008 with an estimated in service date of 2010-11.
 As part of the Pacific Connector Gas Pipeline Project, PG&E created two new Rule II.B.affiliates; Pacific Connector Gas Pipeline, LLC and Pacific Connector Gas Pipeline, LP.Pacific Connector Gas Pipeline, LP will be the operator of the pipeline and is wholly ownedby Pacific Connector Gas Pipeline, LLC. Pacific Connector Gas Pipeline, LLC is owned byWilliams Northwest, Fort Chicago and PG&E Strategic Capital, Inc. PG&E StrategicCapital, Inc. was reactivated by PG&E Corporation in 2006 and is now classified as a RuleII.B. Affiliate. Finally, PG&E Corporation Support Services, Inc. was reclassified in 2006 toa Rule II.B. Affiliate. The services formerly provided by PG&E Corporation SupportServices, Inc. were transferred to a new affiliate, PG&E Corporation Support Services II,Inc. which is not a Rule II.B. Affiliate. This relationship is seen more clearly by reviewingthe Exhibit 1-1 below.
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Fowler & Associates11
 Rule II.B. Affiliates Related to Pacific Connector PipelineExhibit 3-1
 PG&E Corporation
 Pacific Connector Gas Pipeline LLC
 Pacific Connector Pipeline LP
 PG&E Strategic Capital Inc.Williams Pacific Connector
 Gas Pipeline LLCFort Chicago LNG II.
 U.S.L.P.
 PG&E Support Services
 Employees
 New II.B. Affiliates
 Reclassified to a II.B. Affiliate
 Fuelco LLC
 Fuelco LLC (Fuelco) is a PG&E Rule II.B. Affiliate originally formed in 2004 and jointlyowned with Union Electric Company (doing business as AmerenUE) and TXU GenerationCompany LP. Each of these three utilities operates nuclear facilities. PG&E's Fuelcointerest is held through PG&E's wholly owned subsidiary Pacific Energy Fuels Company(PEFCO). Fuelco acts on behalf of the three utilities to assist in the acquisition of nuclearfuels and related products and services. In 2005, PG&E made known its wishes to increaseownership interest in Fuelco from the then existing four percent in order to exert morecontrol over Fuelco operations. An ownership interest of more than five percent wouldhave triggered application of the Affiliate Rules given the nature of Fuelco's activities. Priorto the increase in ownership, PG&E applied for (Application 04-11-013) and received anexemption for Fuelco from certain of the Affiliate Rules in CPUC Decision 05-09-006, datedSeptember 8, 2005. This exemption is subject to three material conditions dealing withrevenue sharing and reporting which are detailed in the Decision. Specifically, the agreementwaives the following provisions of the Affiliate Rules as they apply to Fuelco:
 Rule III.B., to the extent it restricts transactions between a utility and its affiliate totariffed services or services subject to competitive bidding;
 Rule III.B.1., to the extent it limits and conditions the information a utility may makeavailable to its affiliate;
 Rules III.E. and IV.B., to the extent they further restrict or condition informationsharing between a utility and its affiliate;
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Fowler & Associates12
 Rules V.C. and E., to the extent they proscribe the sharing of plant, facilities, costs,equipment, personnel and information;
 Rule V.G., to the extent it proscribes the sharing of employees and officers; and
 Rule V.H.6., to the extent it applies to the pricing of services provided by Fuelco.
 As a result of the waiver, affiliate transactions with Fuelco and PEFCO in the waived ruleareas were not part of the 2006 Affiliate Transaction audit.
 Audit ApproachSince the inception of the affiliate audit process following CPUC Decision 97-12-088, auditshave been conducted each year at the major California utilities. F&A team members haveparticipated individually in eight of these affiliate transactions audits at three of thoseCalifornia utilities.10 As such, we used our previous experiences with the CPUC Rules,availed ourselves of previous reports on all the California utilities, and utilized our directexperience and knowledge of the PG&E systems, affiliate structure and processes. With thisbackground F&A developed an audit plan that focused efforts on the areas of greatest riskwhile still conducting the thorough rule by rule review required by the CPUC AffiliateTransaction Rules.
 The following table provides an overview of our process. The first step was to identifyRule II.B. affiliates as defined by PG&E in Attachment D of the PG&E Compliance Plan.Next, F&A verified that indeed the Rule II.B. affiliates in Attachment D include all affiliatesthat should be so identified. Satisfied that the universe of Rule II.B. affiliates is properlyidentified, efforts were then refocused on transactions and interactions with these affiliates.As part of this effort F&A sought to obtain a thorough understanding of the affiliates’business and dealings with the Utility.
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 Process OverviewExhibit 3-2
 F&A conducted its assessment of PG&E’s compliance with the CPUC Rules in accordancewith Government Auditing Standards otherwise known as the Yellow Book. F&A alsoutilized Generally Accepted Auditing Standards (GAAS) throughout this engagement. Thesestandards are defined by the Government Accountability Office (GAO) and the AmericanInstitute of Certified Public Accountants (AICPA), respectively.
 During the course of the audit, F&A conducted 38 interviews with employees of PG&E,PG&E Corporation, and the Rule II.B. affiliates. F&A also requested and reviewed 100documents. Our review of the PG&E Rules compliance encompassed the following areas:
 Risk Assessment and Management
 Governance
 Employee Training
 Transfer Pricing
 Employee Transfers
 Information Technology Sharing and Security
 Identify PG&E Reported RuleII.B. Affiliates (Plan Attach D)
 Additional Rule II.B.Affiliates?
 Examine all Affiliate Descriptions
 Analyze commodity transactions
 Interview critical subject matter experts
 Review Daily Transaction Report(DTRs)
 No
 NA - No additional Rule II.B.Affiliates were identified in 2006.
 Focus Audit Efforts
 Determine the primary activities ofthe II.B. affiliates
 Identify areas of risk
 Test transactions and safeguards Yes
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 Physical Separation
 Electric and Gas Transactions
 Transmission Transactions
 Organization and Layout of the ReportFollowing the executive summary and background chapters, each subsequent chapteraddresses a major Rule of the California Public Utility Commission (CPUC) Affiliate Rules.Each section of a chapter addresses the sub-rules (or groups of sub-rules where appropriate).In each chapter, the Rule itself is presented followed by the F&A work, findings andrecommendations. The PG&E Compliance Plan is provided in Appendix A so that thereader may review relevant sections. PG&E’s Compliance Plan includes several attachmentsthat more fully define, describe or show the processes that PG&E has put in place to complywith the CPUC Affiliate Rules. Due to voluminous nature of these attachments, they arenot presented in this report.
 Certain of the Rules require considerable narrative to explain the background, auditapproach and findings. Other Rules required virtually no analysis or explanation given thelimited nature of PG&E transactions with Rule II.B. affiliates in 2006. We have chosen tothe circumstances of the particular Rule allowed to dictate the extent of report coveragerather than enforce an artificial framework into each section.
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Fowler & Associates15
 Rule I. DefinitionsRule I. comprised of sub rules 1.A. through 1.G. quite literally defines terms used in theconstruction of the Rules. This includes the definition of "Affiliate","fully loaded cost" andother terminology used through the rules. The audit work to review compliance with Rule I.is straightforward.
 Fowler & Associates used the following Evaluative Criteria in this section:
 Does PG&E accurately interpret the definitions?
 Is information on the definitions readily available to employees should they have aquestions on the definitions?
 Has PG&E included the definitions in its Affiliate Rules Compliance Plan?
 In conducting its compliance audit, F&A examined the following:
 Affiliate Rules Compliance Plan.
 Affiliate Rules intranet training and information.
 Affiliate Rules brochures.
 Rules I.A. through I.G:I. Definitions: Unless the context otherwise requires, the following definitions govern the construction ofthese Rules:
 I.A. "Affiliate” means any person, corporation, utility, partnership, or other entity 5 per cent or more ofwhose outstanding securities are owned, controlled, or held with power to vote, directly or indirectlyeither by a utility or any of its subsidiaries, or by that utility’s controlling corporation and/or any of itssubsidiaries as well as any company in which the utility, its controlling corporation, or any of the utility’saffiliates exert substantial control over the operation of the company and/or indirectly have substantialfinancial interests in the company exercised through means other than ownership. For purposes ofthese Rules, “substantial control” includes, but is not limited to, the possession, directly or indirectly andwhether acting alone or in conjunction with others, of the authority to direct or cause the direction of themanagement or policies of a company. A direct or indirect voting interest of 5% or more by the utility inan entity’s company creates a rebuttable presumption of control.
 For purposes of this Rule, “affiliate” shall include the utility’s parent or holding company, or any companywhich directly or indirectly owns, controls, or holds the power to vote 10% or more of the outstandingvoting securities of a utility (holding company), to the extent the holding company is engaged in theprovision of products or services as set out in Rule II.B.. However, in its compliance plan filed pursuantto Rule VI, the utility shall demonstrate both the specific mechanism and procedures that the utility andholding company have in place to assure that the utility is not utilizing the holding company or any of itsaffiliates not covered by these Rules as a conduit to circumvent any of these Rules. Examples includebut are not limited to specific mechanisms and procedures to assure the Commission that the utility willnot use the holding company or another utility affiliate not covered by these Rules as a vehicle to (1)disseminate information transferred to them by the utility to an affiliate covered by these Rules incontravention of these Rules, (2) provide services to its affiliates covered by these Rules in contraventionof these Rules or (3) to transfer employees to its affiliates covered by these Rules in contravention ofthese Rules. In the compliance plan, a corporate officer from the utility and holding company shall verify
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 the adequacy of these specific mechanisms and procedures to ensure that the utility is not utilizing theholding company or any of its affiliates not covered by these Rules as a conduit to circumvent any ofthese Rules.
 Regulated subsidiaries of a utility, defined as subsidiaries of a utility, the revenues and expenses ofwhich are subject to regulation by the Commission and are included by the Commission in establishingrates for the utility, are not included within the definition of affiliate. However, these Rules apply to allinteractions any regulated subsidiary has with other affiliated entities covered by these rules.
 I.B. “Commission” means the California Public Utilities Commission or its succeeding state regulatorybody.
 I.C. “Customer” means any person or corporation, as defined in Sections 204, 205 and 206 of theCalifornia Public Utilities Code, that is the ultimate consumer of goods and services.
 I.D. “Customer Information” means non-public information and data specific to a utility customer whichthe utility acquired or developed in the course of its provision of utility services.
 I.E. “FERC” means the Federal Energy Regulatory Commission.
 I.F. “Fully Loaded Cost” means the direct cost of good or service plus all applicable indirect charges andoverheads.
 I. G. “Utility” means any public utility subject to the jurisdiction of the Commission as an ElectricalCorporation or Gas Corporation, as defined in California Public Utilities Code Sections 218 and 222.
 Findings and Recommendations
 I-F1 PG&E is in compliance with Rule I.
 F&A noted no instances where PG&E was using a term differently from that definedabove.11
 Compliance Plan Appropriateness
 I-F2 The PG&E Compliance Plan accurately applies Rule I. and is an appropriatemeans for maintaining compliance with the California Affiliate Rules.
 The PG&E Compliance Plan as written by PG&E is an appropriate mechanism to enablethe Utility to be and stay in compliance with the California Affiliate Rules.
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 Rule II. ApplicabilityRule II. defines the entities to which the rules will apply as well as certain exclusions andexemptions. Much of the focus in this Rule is on the proper classification of affiliates as aRule II.B. affiliate and timely and appropriate filing of advice letters.
 Fowler & Associates used the following Evaluative Criteria in the evaluation of Rule II:
 Has PG&E Corporation added new affiliates during 2006 and if so were theyappropriately classified under Rule II?
 Were advice letters filed in a timely fashion as required under Rule II?
 Does PG&E's Affiliate Rules Compliance Plan accurately apply Rule II.B.?
 Do PG&E procedures, compliance training, and annual reports accurately reflect thedesignations of applicability stated in Rule II?
 Rules II.A. through II.B:II.A. These Rules shall apply to California public utility gas corporations and California public utility electricalcorporations, subject to regulation by the California Public Utilities Commission.
 II.B. For purposes of a combined gas and electric utility, these Rules apply to all utility transactions withaffiliates engaging in the provision of a product that uses gas or electricity or the provision of services thatrelate to the use of gas or electricity, unless specifically exempted below. For purposes of an electric utility,these Rules apply to all utility transactions with affiliates engaging in the provision of a product that useselectricity or the provision of services that relate to the use of electricity. For purposes of a gas utility, theseRules apply to all utility transactions with affiliates engaging in the provision of a product that uses gas or theprovision of services that relate to the use of gas.
 Rules II.C. through II.I:II.C. These Rules apply to transactions between a Commission-regulated utility and another affiliated utility,unless specifically modified by the Commission in addressing a separate application to merge or otherwiseconduct joint ventures related to regulated services.
 II.D. These rules do not apply to the exchange of operating information, including the disclosure of customerinformation to its FERC-regulated affiliate to the extent such information is required by the affiliate toschedule and confirm nominations for the interstate transportation of natural gas, between a utility and itsFERC-regulated affiliate, to the extent that the affiliate operates an interstate natural gas pipeline.
 II.E. Existing Rules: Existing Commission rules for each utility and its parent holding company shallcontinue to apply except to the extent they conflict with these Rules. In such cases, these Rules shallsupersede prior rules and guidelines, provided that nothing herein shall preclude (1) the Commission fromadopting other utility-specific guidelines; or (2) a utility or its parent holding company from adopting otherutility-specific guidelines, with advance Commission approval.
 II.F. Civil Relief: These Rules shall not preclude or stay any form of civil relief, or rights or defenses thereto,that may be available under state or federal law.
 II.G. Exemption (Advice Letter): A Commission-jurisdictional utility may be exempted from these Rules if itfiles an advice letter with the Commission requesting exemption. The utility shall file the advice letter within30 days after the effective date of this decision adopting these Rules and shall serve it on all parties to thisproceeding. In the advice letter filing, the utility shall:
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 1. Attest that no affiliate of the utility provides services as defined by Rule II.B. above; and Rule styleindented
 2. Attest that if an affiliate is subsequently created which provides services as defined by Rule II.B.above, then the utility shall:
 a. Notify the Commission, at least 30 days before the affiliate begins to provide services as definedby Rule II.B. above, that such an affiliate has been created; notification shall be accomplished bymeans of a letter to the Executive Director, served on all parties to this proceeding; and
 b. Agree in this notice to comply with the Rules in their entirety.
 II.H. Limited Exemption (Application): A California utility which is also a multi-state utility and subject to thejurisdiction of other state regulatory commissions, may file an application, served on all parties to thisproceeding, requesting a limited exemption from these Rules or a part thereof, for transactions between theutility solely in its capacity serving its jurisdictional areas wholly outside of California, and its affiliates. Theapplicant has the burden of proof.
 II.I. These Rules should be interpreted broadly, to effectuate our stated objectives of fostering competitionand protecting consumer interests. If any provision of these Rules, or the application thereof to any person,company, or circumstance, is held invalid, the remainder of the Rules, or the application of such provision toother persons, companies, or circumstances, shall not be affected thereby.
 Findings and Recommendations
 II-F1 PG&E is in compliance with Rule II.A.-I.
 The first step in reviewing PG&E's records and affiliate status for compliance with Rule II.was to review Attachment D of the PG&E 2006 Compliance Plan filed at the end of 2006.Attachment D lists all PG&E affiliates and notes whether they are classified by PG&E as aRule II.B. A comparison of Attachment D from the 2005 and 2006 compliance plans wasused to identify any affiliate deletions and additions during the year and verify informationfrom advise letters.
 The list of affiliates that the Utility has defined as Rule II.B. in Attachment D of the 2006compliance plan are:12
 PG&E Corporation Support Services, Inc
 PG&E Strategic Capital, Inc.
 Pacific Connecter Gas Pipeline, LLC
 Pacific Connecter Gas Pipeline, LP
 Pacific Energy Fuels Company
 Fuelco LLC
 Short descriptions of each company are available in the PG&E Compliance Plan AttachmentD. The Rule II.B. affiliate company descriptions are summarized below:
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 PG&E Corporation Support Services, Inc - Provides services to the PG&ECorporation family. Located in San Francisco, CA
 PG&E Strategic Capital, Inc. - Formed for general business purposes, includingpossibly serving as a vehicle for investments and holding ownership of shares.Holds a one-third interest in Pacific Connector Gas Pipeline, LLC and PacificConnector Gas Pipeline, LP. Located in San Francisco, CA
 Pacific Connector Gas Pipeline, LLC - Formed to act as the General Partner in thePacific Connector Gas Pipeline, LP. (Affiliate; ownership: Fort Chicago LNG IIU.S.L.P. 33 1/3%, Williams Pacific Connector Gas Pipeline LLC 33 1/3%, andPG&E Strategic Capital, Inc. 33 1/3%.). Located in Salt Lake City, Utah
 Pacific Connector Gas Pipeline, LP - Established for the purpose of developing,constructing, owning, and operating a natural gas pipeline extending from theproposed Jordan Cove Energy Project LNG terminal at Coos Bay, Oregon to eitherMalin, Oregon, or a point of interconnection with the natural gas transmissionsystem owned and operated by Pacific Gas and Electric Company within the state ofCalifornia. (Affiliate; ownership: Fort Chicago LNG II U.S.L.P. 33%, WilliamsPacific Connector Gas Pipeline LLC 33%, PG&E Strategic Capital, Inc. 33%, andPacific Connector Gas Pipeline 1%.). Located in Salt Lake City, Utah
 Pacific Energy Fuels Company - Created to own and finance nuclear fuel inventorypreviously owned by Pacific Energy Trust. Located in San Francisco, CA
 Fuelco, LLC - Joint Venture LLC formed between Union Electric Company d/b/aAmerenUE, Texas Utilities (TXU) Generation Company LP and Pacific EnergyFuels Company for purposes of sharing costs and reducing fuel acquisition costs.Located in Wilmington, DE
 The organizational relationship of PG&E Strategic Capital, Inc., Pacific Connecter GasPipeline LP, Pacific Connecter Gas Pipeline LLC, and PG&E Corporation Support Services,Inc is also explained and diagramed in Chapter 1 of this report.
 The other new PG&E affiliate companies from Attachment D, those not defined asRule II.B. affiliates by the company, were reviewed. Of the approximately 75 companies notdefined as Rule II.B. affiliates, F&A concurs with these companies as being correctlydefined.
 The PG&E affiliate "Company Tree", a listing of all PG&E affiliate companies was alsoreviewed. No discrepancies between this listing and the Attachment D to the CompliancePlan were noted.
 A listing was obtained from accounts payables of all energy vendors (electricity and gas).This listing was reviewed for PG&E affiliate companies supplying energy to PG&E.Appropriately, no affiliate companies were noted to be vending energy to PG&E.13
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 A section of the 2006 Affiliate Transaction Report was reviewed in draft form. This sectiondetailed the PG&E affiliates and we noted no new information is this draft section ordiscrepancies with data already reviewed. This report is filed with the CPUC in May 2007.(Due to the timing of the filing, this report was only available in draft.)
 Training
 II-F2 Training materials consistently show Rule II.B. affiliates as defined by theCalifornia Affiliate Rules.
 Training material was reviewed noting that all Rule II.B. affiliates noted in the training wereconsistent with the Rule II.B. affiliates noted in Attachment D and verified through thiswork.14
 Advice Letters
 II-F3 All PG&E affiliates exempt from the California Affiliate Rules hadappropriate advice letters on file.
 Under Rule II.G., advice letters need to be filed for companies exempt from the CA AffiliateRules. Although PG&E is not exempt, their affiliate Fuelco is exempt from many of theAffiliate Rules as defined in D.05-09-006 . The Fuelco advice letter that was filed regardingthis exemption was reviewed and noted to be appropriate.15
 Compliance Plan Appropriateness
 II-F4 The PG&E Compliance Plan accurately applies Rule II. and is an appropriatemeans for maintaining compliance with the California Affiliate Rules.
 The PG&E Compliance Plan as written by PG&E is an appropriate mechanism to enablethe Utility to be and stay in compliance with the California Affiliate Rules.
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 Rule III. Non DiscriminationRule III. has historically been a focal point of affiliate transaction audits. This is due both tothe breadth of the rule and also to the visibility of functions that it has been interpreted ascovering. The rule covers such broad topics as:
 Preferential Treatment III.A.
 Affiliate Transactions III.B.
 Tying of Services III.C.
 Assignment of Customers III.D.
 Business Development and Customer Relations
 Affiliate Discount Reports
 Most of these sub rules have even further desegregations into sometimes seeminglyunrelated requirements. In addition to the volume and breadth of Rule III., audits havehistorically covered such high visibility functions and topics as call centers, mailings,alternative service providers, customer release forms, gas procurement, gas transmission andstorage and electric generation and transmission among others. PG&E has in recent yearshad relatively minimal audit requirements in this Rule as the number of active Rule II.B.affiliates lessened and finally dwindled to zero.
 No affiliates active in commodities existed at PG&E during 2006. Although PG&ECorporation is part owner of a pipeline that is still in its infancy, no active trading ortransactions is occurring. Since that activity at the existing Rule II.B. affiliates is limited, ouraudit work in this area was scaled to match.
 Fowler & Associates used the following Evaluative Criteria in this section:
 Does PG&E have any Rule II.B. affiliates?
 How do the Rule II.B. affiliates interact with the Utility and other affiliates from aphysical and transactional perspective, such as information exchange, commodity,shared facilities?
 Did PG&E provide preferential treatment to any affiliated companies?
 Have there been any non-tariffed transactions with affiliates, and if so, have theproducts and services provided to affiliates been made available to all marketparticipants on an equal basis?
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 Have there been any transactions with non-affiliates that were conditioned on thetaking of goods or services from affiliates, or other forms of tying prohibited by theRules?
 Have any customers been assigned to affiliated companies?
 Has there been any tying of services provided to the taking or other goods orservices from affiliates?
 Have any affiliates received the benefit from PG&E’s business development,research and development or customer relations activities?
 Is there any sharing of marketing or lead information?
 Rule III.A:III.A. No Preferential Treatment Regarding Services Provided by the Utility: Unless otherwise authorized bythe Commission or the FERC, or permitted by these Rules, a utility shall not:
 1. represent that, as a result of the affiliation with the utility, its affiliates or customers of its affiliates willreceive any different treatment by the utility than the treatment the utility provides to other, unaffiliatedcompanies or their customers; or
 2. provide its affiliates, or customers of its affiliates, any preference (including but not limited to termsand conditions, pricing, or timing) over non-affiliated suppliers or their customers in the provision ofservices provided by the utility.
 Findings and Recommendations
 III-F1 PG&E is in compliance with Rule III.A.
 Background
 During 2006, PG&E went from having no Rule II.B. affiliates to having six Rule II.B.affiliates. When the PG&E Compliance and Ethics department (C&E) was informed thatnew affiliates were being formed that would fit the definition of a Rule II.B. affiliate, theymet with the employees of the Rule II. Affiliate and discussed the Rules and the Utility’sobligations, policies and procedures regarding the Rule II.B. affiliate companies. C&Eunderstood from their initial meeting with these company representatives that the companyactivity planned for 2006 was start up activity and would involve zero or minimaltransactions with the Utility. C&E was able to monitor the activity between the Utility andthe Rule II.B. affiliates with the Daily Transaction Reports (DTRs). These are completedwhen a Utility employee interacts with an employee of a Rule II.B. affiliate. The DTRprocess has been an ongoing part of the affiliate compliance process and was continued eventhrough the years in which no Rule II.B. affiliates existed. The meeting also allowed them toassess the employees understanding of the Rules and how they affected their work and thecompany’s transactions. The employees were knowledgeable of the Rules already as theyhad been trained at the Utility in previous years.
 C&E has maintained the training program for the California Affiliate Rules even in theabsence of Rule II.B. affiliates. This was meant to maintain a knowledge base among Utility
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 employees regarding the Affiliate Rules in the event of creation or acquisition of Rule II.B.affiliates.
 Work Steps Summarized
 Rule III. pertains to activity and transactions between the Utility and the Rule II.B. affiliates.To gain an understanding of the work at the Rule II.B. affiliates, F&A interviewed theemployees and discussed their background, knowledge of the Affiliate Rules, and thecompany’s activity. F&A was reassured that their knowledge of the Affiliate Rules wassignificant and that the activity of the company during 2006 was minimal. In thisenvironment it would be more difficult for Rule violations to exist. F&A interviewed theC&E employees that had interfaced with these employees and received the sameinformation. F&A reviewed the DTR database looking for transactions that might appear tobe Rule violations and noted none. F&A discussed the C&E phone log, a log maintained ofall phone calls regarding questions of the Affiliate Rules and again noted nothing thatappeared to have the potential for a Rule violation.16
 Pertaining specifically to Rule III A., preferential treatment, the PG&E Rule II.B. affiliatesare not yet active enough to benefit from any preferential treatment from the Utility. Theseaffiliates (listed and described in Chapter 3) were still in their start up phase at the end of2006. This information was confirmed in various ways throughout our on site work.
 It should be noted, however, that procedures are in place to ensure that when these affiliatesare active and potentially transacting business with PG&E and using PG&E information andservices, that it is being done in compliance with the Affiliate Rules.
 Attachments B and E describe PG&E’s Compliance Plan response for Rule III.A.Attachment B contains memos from the PG&E Corporation General Counsel to PG&ECorporation employees regarding the Affiliate Rules. These memos are a part of theongoing education process, stating that there are no changes to the Rules. Additionally, thememo released at the end of 2006 discusses the PG&E affiliates that fit the definition of aRule II.B. affiliate. Attachment E contains Affiliated Company Transaction Proceduresupdated at the end of 2006. It was noted that these rules make specific reference topreferential treatment and that it is not allowable. Below is an excerpt from that proceduraldocument:17
 Tariffed transactions with Affiliates must follow the same procedures and forms as are used forsuch transactions with non-affiliated Third Parties. Neither Affiliates nor their customers may begiven any type of preferential treatment.
 Rule III.B:III.B. Affiliate Transactions: Transactions between a utility and its affiliates shall be limited to tariffedproducts and services, the sale or purchase of goods, property, products or services made generallyavailable by the utility or affiliate to all market participants through an open, competitive bidding process, oras provided for in Sections V D and V E (joint purchases and corporate support) and Section VII (newproducts and services) below, provided the transactions provided for in Section VII comply with all of theother adopted Rules.
 III.B.1. Provision of Supply, Capacity, Services or Information: Except as provided for in Sections V D,V E, and VII, provided the transactions provided for in Section VII comply with all of the other adopted
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 Rules, a utility shall provide access to utility information, services, and unused capacity or supply on thesame terms for all similarly situated market participants. If a utility provides supply, capacity, services, orinformation to its affiliate(s), it shall contemporaneously make the offering available to all similarlysituated market participants, which include all competitors serving the same market as the utility’saffiliates.
 III.B.2. Offering of Discounts: Except when made generally available by the utility through an open,competitive bidding process, if a utility offers a discount or waives all or any part of any other charge orfee to its affiliates, or offers a discount or waiver for a transaction in which its affiliates are involved, theutility shall contemporaneously make such discount or waiver available to all similarly situated marketparticipants. The utilities should not use the “similarly situated” qualification to create such a uniquediscount arrangement with their affiliates such that no competitor could be considered similarly situated.All competitors serving the same market as the utility’s affiliates should be offered the same discount asthe discount received by the affiliates. A utility shall document the cost differential underlying thediscount to its affiliates in the affiliate discount report described in Rule III F 7 below.
 III.B.3. Tariff Discretion: If a tariff provision allows for discretion in its application, a utility shall apply thattariff provision in the same manner to its affiliates and other market participants and their respectivecustomers.
 III.B.4. No Tariff Discretion: If a utility has no discretion in the application of a tariff provision, the utilityshall strictly enforce that tariff provision.
 III.B.5. Processing Requests for Services Provided by the Utility: A utility shall process requests forsimilar services provided by the utility in the same manner and within the same time for its affiliates andfor all other market participants and their respective customers.
 Findings and Recommendations
 III-F2 PG&E is in compliance with Rule III.B.
 The work performed for Rule III.B. is very similar to the work performed for Rule III.A.Those steps are not repeated here but can be reviewed in section Rule III.A., above.
 As the Rule II.B. affiliates are relatively new companies, they are not in a position to beactively involved in transactions on a significant scale. The Utility is not offering discountsto the Rule II.B. affiliates as these companies as now formed have no requirement orcapability to utilize any services that would be discounted. Since no significant transactionsare occurring between the Utility and the Rule II.B. affiliates, the tariffed and non-tariffedtransaction distinction did not apply to PG&E or the PG&E affiliates in 2006. Also, theRule II.B. affiliates are not requesting services from the Utility, so there is no need to analyzethe speed of such requests to affiliates and non-affiliates.18
 F&A interviewed two Rule II.B. affiliate employees and confirmed that the activity occurringcurrently at the Rule II.B. affiliate was all marketing in nature and is using none of the Utilityresources, information, or personnel.19
 Daily Transaction Report (DTR) Process
 All Utility transactions with a Rule II.B. affiliate are monitored through the DTR (DailyTransaction Report) reporting process and the data compiled in a database. The database isa mechanism which allows for PG&E to monitor whenever communication or activityoccurs between a Rule II.B. affiliate and the Utility. This process has been functioning wellat PG&E for many years.
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 As a part of the DTR process, a reconciliation is performed quarterly with the general ledger(GL) system. This reconciliation starts with the GL from the SAP system and focuses ontime and charges to and from Rule II.B. affiliates. If there are GL transactions identifiedwith Rule II.B. affiliates, there should be a corresponding DTR. If one does not exist, theC&E department or Affiliate Accounting follows up with the responsible party and obtains aDTR for that activity. Conversely, DTRs can be cross referenced back in some cases to theGL data when dollar charges flow through SAP. However, not all DTRs include charges.
 Rule III.C:III.C. Tying of Services Provided by a Utility Prohibited: A utility shall not condition or otherwise tie theprovision of any services provided by the utility, nor the availability of discounts of rates or other charges orfees, rebates, or waivers of terms and conditions of any services provided by the utility, to the taking of anygoods or services from its affiliates.
 Findings and Recommendations
 III-F3 PG&E is in compliance with Rule III.C.
 As described in detail above (See Rule III.A. – background and work summarized section),there are currently no significant transactions between PG&E and its Rule II.B. affiliates.Therefore, the issue of tying these services to other services is non-existent at this time.
 Rule III.D:III.D. No Assignment of Customers: A utility shall not assign customers to which it currently providesservices to any of its affiliates, whether by default, direct assignment, option or by any other means, unlessthat means is equally available to all competitors.
 Findings and Recommendations
 III-F4 PG&E is in compliance with Rule III.D.
 As described in detail above (See Rule III.A.) currently, PG&E Rule II.B. affiliates are notoperating in such a way as to have customers assigned to them. Therefore in 2006, this isnot an issue. F&A did note that the training in place currently does specifically discuss tyingand notes that this is not to be done in any circumstances.20 When the Rule II.B. affiliatesare fully operational, PG&E employees should be aware of this issue.
 Rule III.E:III.E. Business Development and Customer Relations: Except as otherwise provided by these Rules, autility shall not:
 III.E.1. provide leads to its affiliates
 III.E.2. solicit business on behalf of its affiliates;
 III.E.3. acquire information on behalf of or to provide to its affiliates
 III.E.4 share market analysis reports or any other types of proprietary or non-publicly available reports,including but not limited to market, forecast, planning or strategic reports, with its affiliates;
 III.E.5 request authorization from its customers to pass on customer information exclusively to itsaffiliates;
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 III.E.6 give the appearance that the utility speaks on behalf of its affiliates or that the customer willreceive preferential treatment as a consequence of conducting business with the affiliates; or
 III.E.7 give any appearance that the affiliate speaks on behalf of the utility.
 Findings and Recommendations
 III-F5 PG&E is in compliance with Rule III.E.
 As described in detail above (See Rule III.A.) currently, the PG&E Rule II.B. affiliates arenot operating in such a way as to have customers solicited for them by the Utility. F&A didexamine all DTRs for any evidence of discussion of customers.
 The process that PG&E has put in place for Rule III. is primarily proactive. The trainingand the memos that are sent to employees are reminders that the rules exist and that allemployees need to be aware and to be trained the specifics. But until these affiliates havebusiness operations, there isn’t the opportunity for the Utility to be in violation of Rule III.Solicitation for affiliates is specifically mentioned in the new employee training.
 Rule III.F:III.F. Affiliate Discount Reports: If a utility provides its affiliates a discount, rebate, or other waiver of anycharge or fee associated with services provided by the utility, the utility shall, within 24 hours of the time atwhich the service provided by the utility is so provided, post a notice on its electronic bulletin board providingthe following information:
 III.F.1 the name of the affiliate involved in the transaction;
 III.F.2 the rate charged;
 III.F.3 the maximum rate;
 III.F.4 the time period for which the discount or waiver applies;
 III.F.5 the quantities involved in the transaction;
 III.F.6 the delivery points involved in the transaction;
 III.F.7 any conditions or requirements applicable to the discount or waiver, and a documentation of thecost differential underlying the discount as required in Rule III.B. 2 above; and
 III.F.8 procedures by which a nonaffiliated entity may request a comparable offer.
 A utility that provides an affiliate a discounted rate, rebate, or other waiver of a charge or fee associated withservices provided by the utility shall maintain, for each billing period, the following information:
 III.F.9 the name of the entity being provided services provided by the utility in the transaction;
 III.F.10 the affiliate’s role in the transaction (i.e., shipper, marketer, supplier, seller);
 III.F.11 the duration of the discount or waiver;
 III.F.12 the maximum rate;
 III.F.13 the rate or fee actually charged during the billing period; and
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 III.F.14 the quantity of products or services scheduled at the discounted rate during the billing period foreach delivery point.
 All records maintained pursuant to this provision shall also conform to FERC rules where applicable.
 Findings and Recommendations
 III-F6 PG&E is in compliance with Rule III.F.
 As described in detail above (See Rule III.A.) currently, the PG&E Rule II.B. affiliates arenot operating at the point where they would be conducting business with PG&E., nor arethey in a position to accept a discount, waiver or rebate.21 We do note that the mechanismremains in place to post such events should they occur in the future with the growth andacquisition of Rule II.B. affiliates.
 Compliance Plan Appropriateness
 III-F7 The PG&E Compliance Plan accurately applies Rule III. and is an appropriatemeans for maintaining compliance with the California Affiliate Rules.
 The PG&E Compliance Plan as written by PG&E is an appropriate mechanism to enablethe Utility to be and stay in compliance with the California Affiliate Rules.
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 Rule IV. Disclosure and InformationRule IV. deals generally with information, advice, record keeping and reporting. Thisincludes both what information can be provided and rules governing what procedures mustbe followed to release data. In order to understand Rule IV. and its intent it is necessary tounderstand the climate at the time of the Affiliate Rules creation. At that time it wasenvisioned that hundreds if not thousands of alternative service providers would beoperating in California electric markets. Customer Choice would also bring in large numbersof gas and electric service providers. Moving forward to the present, alternative gasproviders exist only for large customers and as aggregators. Alternative electric providershave all but disappeared after the California energy crisis. Nonetheless, the Rules remain inplace and companies are subject to compliance. In this section our evaluation and tasksmirror the rules themselves.
 Fowler & Associates used the following Evaluative Criteria in this section:
 Does PG&E discriminate in providing customer information to affiliates andnon-affiliates? Is information only provided with prior written customer consent?
 Has non-customer non-public information that has been made available to anaffiliate also been made available on a non-discriminatory basis to non-affiliatedcompanies in a timely manner?
 Has written authorization from non-affiliated suppliers been received prior to releaseof non-public information to affiliates?
 Have customers been offered or provided advice or assistance with regard to theUtility's affiliates or other service providers?
 Has PG&E provided customer information to its affiliates and unaffiliated entitieson a strictly non-discriminatory basis, and only with prior affirmative customerwritten consent?
 Has service provider information been updated and distributed based on establishedprocedures?
 Has PG&E maintained contemporaneous records documenting all tariffed and non-tariffed transactions with its affiliates?
 Have tariffed and non-tariffed transactions with affiliates been made available forthird-party review within 72 hours notice? Were records maintained for a minimumof three years?
 Has PG&E maintained a record of all contracts and related bids for the provision ofwork, products or services to and from the Utility to its affiliates for no less thanthree years?
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 Rule IV.A:IV.A. Customer Information: A utility shall provide customer information to its affiliates and unaffiliatedentities on a strictly non-discriminatory basis, and only with prior affirmative customer written consent.
 Findings and Recommendations
 IV-F1 PG&E is in compliance with Rule IV.A.
 PG&E Rule II.B. affiliates have not been provided any customer specific information.22
 Rule IV.B:IV.B. Non-Customer Specific Non-Public Information: A utility shall make non-customer specific non-publicinformation, including but not limited to information about a utility’s natural gas or electricity purchases,sales, or operations or about the utility’s gas-related goods or services, electricity-related goods or services,available to the utility’s affiliates only if the utility makes that information contemporaneously available to allother service providers on the same terms and conditions, and keeps the information open to publicinspection. Unless otherwise provided by these Rules, a utility continues to be bound by all Commission-adopted pricing and reporting guidelines for such transactions. Utilities are also permitted to exchangeproprietary information on an exclusive basis with their affiliates, provided the utility follows all Commission-adopted pricing and reporting guidelines for such transactions, and it is necessary to exchange thisinformation in the provision of the corporate support services permitted by Rule V E below. The affiliate’suse of such proprietary information is limited to use in conjunction with the permitted corporate supportservices, and is not permitted for any other use. Nothing in this Rule precludes the exchange of informationpursuant to D.97-10-031.
 Findings and Recommendations
 IV-F2 PG&E is in compliance with Rule IV.B.
 Although the Rule II.B. affiliates are not yet operational, Rule IV.B. and IV.D. remaindirectly applicable and information exchanges were scrutinized though the DTR database,affiliate transaction postings and interviews. There was in 2006 and there will continue to beconsiderable discussion and information exchange between PG&E and the PacificConnector related affiliates. The mechanism for ensuring continued Affiliate Rulescompliance is training, the DTR process, the DTR/SAP reconciliation and diligence byC&E.
 Rule IV.C:IV.C. Service Provider Information:
 IV.C.1. Except upon request by a customer or as otherwise authorized by the Commission, or approvedby another governmental body, a utility shall not provide its customers with any list of service providers,which includes or identifies the utility’s affiliates, regardless of whether such list also includes or identifiesthe names of unaffiliated entities. A utility shall submit lists approved by other governmental bodies inthe first semi-annual advice letter filing referenced in Rule IV.C.2 following such approval, but mayprovide customers with such lists pending action on the advice letter.
 IV.C.2 If a customer requests information about any affiliated service provider, the utility shall provide alist of all providers of gas-related, electricity-related, or other utility-related goods and services operatingin its service territory, including its affiliates. The Commission shall authorize, by semi-annual utilityadvice letter filing, and either the utility, the Commission, or a Commission-authorized third party providershall maintain on file with the Commission a copy of the most updated lists of service providers whichhave been created to disseminate to a customer upon a customer’s request. Any service provider mayrequest that it be included on such list, and, barring Commission direction, the utility shall honor suchrequest. Where maintenance of such list would be unduly burdensome due to the number of serviceproviders, subject to Commission approval by advice letter filing, the utility shall direct the customer to a
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 generally available listing of service providers (e.g., the Yellow Pages). In such cases, no list shall beprovided. If there is no Commission-authorized list available, utilities may refer customers to a generallyavailable listing of service providers (e.g., the Yellow Pages.) The list of service providers should makeclear that the Commission does not guarantee the financial stability or service quality of the serviceproviders listed by the act of approving this list.
 Findings and Recommendations
 IV-F3 PG&E is in compliance with Rule IV.C.
 PG&E has no affiliates which compete in the Energy Service Provider (ESP) Californiamarket. PG&E does maintain a list of ESPs as filed with their advice letter 2672-G/2729-E.
 Rule IV.D:IV.D. Supplier Information: A utility may provide non-public information and data which has been receivedfrom unaffiliated suppliers to its affiliates or non-affiliated entities only if the utility first obtains writtenaffirmative authorization to do so from the supplier. A utility shall not actively solicit the release of suchinformation exclusively to its own affiliate in an effort to keep such information from other unaffiliated entities.
 Findings and Recommendations
 IV-F4 PG&E is in compliance with Rule IV.D.
 Although the PG&E Rule II.B. affiliates are not yet operational, Rule IV.D. and IV.B.remain directly applicable and information exchanges between PG&E and PacificConnector Pipeline were scrutinized though the DTR database, affiliate transaction postingsand interviews. There was in 2006 and there will continue to be considerable discussion andinformation exchange between PG&E and the Pacific Connector related affiliates. Themechanism for insuring Affiliate Rules compliance is training, the DTR process anddiligence by C&E.
 Rule IV.E:IV.E. Affiliate-Related Advice or Assistance: Except as otherwise provided in these Rules, a utility shall notoffer or provide customers advice or assistance with regard to its affiliates or other service providers.
 Findings and Recommendations
 IV-F5 PG&E is in compliance with Rule IV.E.
 PG&E has no affiliates which compete in the ESP market. PG&E does maintain an ESPlisting. Training and other information available to employees specifically prohibits offeringof any advice on an ESP whether or not they are an affiliate.
 Rule IV.F:IV.F. Record-Keeping: A utility shall maintain contemporaneous records documenting all tariffed and non-tariffed transactions with its affiliates, including but not limited to, all waivers of tariff or contract provisionsand all discounts. A utility shall maintain such records for a minimum of three years and longer if thisCommission or another government agency so requires. The utility shall make such records available forthird party review upon 72 hours’ notice, or at a time mutually agreeable to the utility and third party.
 If D.97-06-110 is applicable to the information the utility seeks to protect, the utility should follow theprocedure set forth in D.97-06-110, except that the utility should serve the third party making the request in amanner that the third party receives the utility’s D.97-06-110 request for confidentiality within 24 hours ofservice.
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 Findings and Recommendations
 IV-F6 PG&E is in compliance with Rule IV.F.
 No discounts or waivers of tariff provisions with affiliates occurred in 2006. PG&Econtinues to maintain both the DTR database and posts affiliate transactions to the websiteto comply with the record keeping requirements of Rule IV.F.
 Rule IV.G:IV.G. Maintenance of Affiliate Contracts and Related Bids: A utility shall maintain a record of all contractsand related bids for the provision of work, products or services to and from the utility to its affiliates for noless than a period of three years, and longer if this Commission or another government agency so requires.
 Findings and Recommendations
 IV-F7 PG&E is in compliance with Rule IV.G.
 PG&E procedures remain in place to adequately maintain affiliate contracts and related bids.As noted in numerous places in this report, PG&E has no affiliates at this time who wouldfall into this category for the year 2006.
 Rule IV.H:IV.H. FERC Reporting Requirements: To the extent that reporting rules imposed by the FERC require moredetailed information or more expeditious reporting, nothing in these Rules shall be construed as modifyingthe FERC rules.
 Findings and Recommendations
 IV-F8 PG&E is in compliance with Rule IV.H.
 Rule IV.H. does not require any specific action on the part of PG&E. However as F&Aperformed interviews and testing, nothing was discovered that indicated PG&E’s activitiesor plans differed with the above rule.
 Compliance Plan Appropriateness
 IV-F9 The PG&E Compliance Plan accurately applies Rule IV. and is an appropriatemeans for maintaining compliance with the California Affiliate Rules.
 The PG&E Compliance Plan as written by PG&E is an appropriate mechanism to enablethe Utility to be and stay in compliance with the California Affiliate Rules.
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 Rule V. SeparationRule V. is intended to keep the regulated entity separated from the non-regulated affiliatesthat could benefit from the Utility customer information. It is the intention of this rule toensure the affiliates of the Utility are not placed in an advantageous situation simply by beingassociated with and having access to Utility information.
 Fowler & Associates used the following Evaluative Criteria in this section:
 Has PG&E and its affiliates maintained distinct, separate functional organizations?
 Has PG&E and its affiliates maintained separate, distinct books and records inaccordance with the Uniform System of Accounts (USOA) and Generally AcceptedAccounting Procedures (GAAP), and have such books and records been accessiblefor examination by the Commission and its staff?
 Are PG&E and its affiliates physically separated, neither sharing equipment, services,or systems, with no access to each others’ information systems, beyond what isappropriate for joint corporate functions as allowed by the Affiliate Rules (SectionV.E.)?
 Have joint purchases by PG&E and its affiliates been limited to those allowed by theAffiliate Rules, and were they allocated and reported appropriately?
 Were shared support services among PG&E and its affiliates allowed by the AffiliateRules and priced and reported appropriately?
 Have affiliates traded upon, promoted, or advertised their association with PG&E?
 Was the transfer of employees between PG&E and its affiliates conducted incompliance with the Affiliate Rules concerning reporting, duration of stay, andcompensation?
 Was the loaning of employees by PG&E to its affiliates conducted in compliancewith the Affiliate Rules concerning the type of allowable employee, percentage oftemporary assignment time, and access to restricted information?
 Was the transfer of goods and services between PG&E and its affiliates conducted incompliance with appropriate transfer pricing requirements?
 Rule V.A:V.A. Corporate Entities: A utility and its affiliates shall be separate corporate entities.
 Findings and Recommendations
 V-F1 PG&E is in compliance with Rule V.A.
 PG&E and its Rule II.B. affiliates are separate corporate entities. The organizationstructure, Board of Directors minutes and formation documents were examined for the
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 following affiliates of PG&E covered by these Rules: PG&E Corporation Support Services,Inc., PG&E Strategic Capital, Inc., Pacific Connector Gas Pipeline, LLC, Pacific ConnectorGas Pipeline, LP and Pacific Energy Fuels Company. New covered affiliates created during2006 were organized as separate corporate entities.23
 PG&E and its affiliates have separate directors and officers, with exceptions, whereexclusions are allowed by the Rules. Through review of the composition of Boards andcorporate officers of the Utility, PG&E Corporation and covered affiliates, it wasdetermined that certain individuals serve concurrently as officers and/or directors of theseentities. These positions were for corporate oversight and governance as permitted in RuleV.E. and disclosed as concurrent positions in the PG&E Compliance Plan
 Rule V.B:V.B. Books and Records: A utility and its affiliates shall keep separate books and records.
 V.B.1. Utility books and records shall be kept in accordance with applicable Uniform System of Accounts(USOA) and Generally Accepted Accounting Procedures (GAAP).
 V.B.2 The books and records of affiliates shall be open for examination by the Commission and its staffconsistent with the provisions of Public Utilities Code Section 314.
 Findings and Recommendations
 V-F2 PG&E is in compliance with Rule V.B.
 PG&E and its affiliates keep separate books and accounting records. Utility books are keptin accordance with applicable Uniform System of Accounts requirements and are kept inaccordance with Generally Accepted Accounting Principles. Reports, procedures anddocumentation reviewed in support of this finding included public reports such as theAnnual Report for PG&E, and the Annual SEC 10-K filing. Additionally, applicableReports of Independent Auditors were reviewed. Internal documentation affirmingcompliance with this rule included interviews with senior level accounting personnel andreviews of excerpts of general ledger activity and trial balances along with consolidatingBalance Sheets and Income Statements.24
 Rule V.C:V.C. Sharing of Plant, Facilities, Equipment or Costs: A utility shall not share office space, officeequipment, services, and systems with its affiliates, nor shall a utility access the computer or informationsystems of its affiliates or allow its affiliates to access its computer or information systems, except to theextent appropriate to perform shared corporate support functions permitted under Section V E of theseRules. Physical separation required by this rule shall be accomplished preferably by having office space ina separate building, or, in the alternative, through the use of separate elevator banks and/or security-controlled access. This provision does not preclude a utility from offering a joint service provided thisservice is authorized by the Commission and is available to all non-affiliated service providers on the sameterms and conditions (e.g., joint billing services pursuant to D.97-05-039).
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 Findings and Recommendations
 V-F3 PG&E is in compliance with Rule V.C.
 Facility Separation
 PG&E Corporation and the Utility share office space at 77 Beale Street and 245 MarketStreet in San Francisco. These facilities are not shared with any Rule II.B. affiliates.Additionally, the Utility and PG&E Corporation occupy office space with a Rule II.B.affiliate at One Market Plaza in San Francisco. The shared facility at One Market Plaza hassecurity controlled access which does not allow affiliate personnel to access areas of thebuilding in which the Utility is located. This access is controlled through the use ofemployee badges. Affiliate employee badges are clearly identifiable as non-Utility badges anddo not allow access to areas of the building in which the Utility is located.25
 Network and Computer Systems and Office Equipment Separation
 Network systems, computer systems, and office equipment are not shared between theUtility and its Rule II.B. affiliates. Separate network systems are maintained for the Utility,PG&E Corporation and Rule II.B. affiliates. Each network requires a unique useridentification and associated password for access to be authorized. Computers within theseseparate networks are also password protected and require unique user identification.Additionally, each computer automatically logs out after an elapsed period of dormant time.During interviews with Rule II.B. affiliate employees, it was noted that separate emailsoftware systems are also maintained for the Utility and Rule II.B. affiliates.26 Finally,physical security is available to prevent access to building and floors although someimprovements are recommended. At the present time physical access is controlled at allPG&E facilities but the administration of the physical control resides in a myriad of systemsand organizations. There is no centralized system to centrally monitor and control physicalaccess. Terminated employees offer a good example of why this issue is highly relevant. Aterminated employee may have access to any number of building and facilities. Access toeach of these facilities could be controlled and monitored under different systems withdifferent administrators. There is no mechanism to quickly and easily terminate access to allsystems or even to communicate the need to terminate access in all systems. PG&E iscurrently exploring options to allow a centralized monitoring and control system that couldat a minimum communicate with the various systems, applications and administrators.Obviously, Rule II.B. affiliate entry is but one physical security issue and a relatively low risk.In addition to general physical security and homeland security issues, FERC Order 2004requirements are very specific about physical separation. One means of insuring thisseparation or at least identifying access is to identify in the centralized system whichemployees and contractors have access to each facility. A “flag” could be added for RuleII.B. employees ensuring physical restriction to Utility locations.
 Recommendation
 Rule V.C.-R1 Strengthen current physical separation security procedures so thataffiliate employees are flagged when they enter Utility premises.
 In order to strengthen current separation procedures, the Utility should implement a systemin which attempted (or completed) access to Utility areas by Rule II.B. affiliate employees is
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 flagged within a centralized access control system. This additional procedure would providea means to monitor unauthorized access attempts to Utility areas.
 Rule V.D:V.D. Joint Purchases: To the extent not precluded by any other Rule, the utilities and their affiliates maymake joint purchases of good and services, but not those associated with the traditional utility merchantfunction. For purpose of these Rules, to the extent that a utility is engaged in the marketing of thecommodity of electricity or natural gas to customers, as opposed to the marketing of transmission anddistribution services, it is engaging in merchant functions. Examples of permissible joint purchases includejoint purchases of office supplies and telephone services. Examples of joint purchases not permitted includegas and electric purchasing for resale, purchasing of gas transportation and storage capacity, purchasing ofelectric transmission, systems operations, and marketing. The utility must insure that all joint purchases arepriced, reported, and conducted in a manner that permits clear identification of the utility and affiliateportions of such purchases, and in accordance with applicable Commission allocation and reporting rules.
 Findings and Recommendations
 V-F4 PG&E is in compliance with Rule V.D.
 PG&E and its covered affiliates do not engage in disallowed joint purchasing activities. Jointpurchasing contracts with Rule II.B. affiliates were requested to ensure such contracts werenot for goods and services associated with the traditional utility merchant function. Throughthis procedure, there was one contract noted with an exempted Rule II.B. affiliate. No otherjoint purchasing contracts with Rule II.B. affiliates were noted for the year 2006. To ensureall joint purchasing contracts were provided for examination, purchases made during theyear were reviewed with no additional applicable purchases were noted. Additionally,PG&E’s joint purchasing guidelines outlined in PG&E’s Compliance Plan were reviewedand determined to be adequate.27
 Rule V.E:V.E Corporate Support: As a general principle, a utility, its parent holding company, or a separate affiliatecreated solely to perform corporate support services may share with its affiliates joint corporate oversight,governance, support systems and personnel. Any shared support shall be priced, reported and conductedin accordance with the Separation and Information Standards set forth herein, as well as other applicableCommission pricing and reporting requirements.
 As a general principle, such joint utilization shall not allow or provide a means for the transfer of confidentialinformation from the utility to the affiliate, create the opportunity for preferential treatment or unfaircompetitive advantage, lead to customer confusion, or create significant opportunities for cross-subsidizationof affiliates. In the compliance plan, a corporate officer from the utility and holding company shall verify theadequacy of the specific mechanisms and procedures in place to ensure the utility follows the mandates ofthis paragraph, and to ensure the utility is not utilizing joint corporate support services as a conduit tocircumvent these Rules.
 Examples of services that may be shared include: payroll, taxes, shareholder services, insurance, financialreporting, financial planning and analysis, corporate accounting, corporate security, human resources(compensation, benefits, employment policies), employee records, regulatory affairs, lobbying, legal, andpension management.
 Examples of services that may not be shared include: employee recruiting, engineering, hedging andfinancial derivatives and arbitrage services, gas and electric purchasing for resale, purchasing of gastransportation and storage capacity, purchasing of electric transmission, system operations, and marketing.
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 Findings and Recommendations
 V-F5 PG&E is in compliance with Rule V.E.
 To verify compliance with Rule V.E., procedures used to allocate shared support servicesbetween PG&E and affiliates were examined, including those that represented direct billingsfor services provided through actual time spent on affiliate activities and those activitiesbilled as shared services allocable as indirect shared services. Procedures related to this taskincluded interviews of accounting personnel responsible for generating monthly billings toaffiliates, review of internal documentation of related procedures and review of monthlyinvoices for content and conformity with specified requirements. Additionally, monthlybilling transactions were sampled to verify appropriate pricing in connection with thespecified rules, including application of appropriate overhead loadings. No exceptions to thisrule were noted, including no instances of disallowed services being allocated or billed toaffiliates.28
 Rule V.F.1:V.F. Corporate Identification and Advertising:
 V.F.1. A utility shall not trade upon, promote, or advertise its affiliate’s affiliation with the utility, nor allowthe utility name or logo to be used by the affiliate or in any material circulated by the affiliate, unless itdiscloses in plain legible or audible language, on the first page or at the first point where the utility nameor logo appears that:
 V.F.1.a the affiliate “is not the same company as [i.e. Pacific Gas and Electric Company, Edison, theGas Company, etc.], the utility,”;
 V.F.1.b the affiliate is not regulated by the California Public Utilities Commission; and
 V.F.1.c “you do not have to buy [the affiliate’s] products in order to continue to receive qualityregulated services from the utility.”
 The application of the name/logo disclaimer is limited to the use of the name or logo in California.
 Findings and Recommendations
 V-F6 PG&E is in compliance with Rule V.F.1.
 PG&E and affiliate promotional materials developed in hard copy and displayed on theirrespective internet websites were reviewed. Based on this review, it was determined thatPG&E affiliates do not trade on or promote any affiliation with the Utility, includingRule II.B. affiliates. Additionally, it was determined that PG&E did not share marketingefforts with its affiliates. In accordance with Rule V.F.1a through V.F.1c, business cards andletterhead reviewed utilized the following language:29
 the affiliate “is not the same company as Pacific Gas and Electric Company, theutility,”;
 the affiliate “is not regulated by the California Public Utilities Commission”; and
 “you do not have to buy [the affiliate’s] products in order to continue to receivequality regulated services from the utility.”
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 These disclosures were properly displayed and were in legible format as outlined inRule V.F.1.
 Rule V.F.2:V.F.2. A utility, through action or words, shall not represent that, as a result of the affiliate’s affiliation withthe utility, its affiliates will receive any different treatment than other service providers.
 Findings and Recommendations
 V-F7 PG&E is in compliance with Rule V.F.2.
 PG&E does not represent that affiliates receive preferential treatment as a result of itsrelationship with the Utility. Through inquiry and other procedures performed related toRule V., it was determined that there were no instances in which covered affiliates providedservices to the Utility.30
 Rule V.F.3:V.F.3. A utility shall not offer or provide to its affiliates advertising space in utility billing envelopes or anyother form of utility customer written communication unless it provides access to all other unaffiliated serviceproviders on the same terms and conditions.
 Findings and Recommendations
 V-F8 PG&E is in compliance with Rule V.F.3.
 The procedures to ensure compliance regarding advertising space on Utility billing envelopesor any other form of Utility customer written communication were reviewed. Through thisreview, there were no instances noted where advertising space was offered or provided tocovered affiliates during the year.31
 Rule V.F.4:V.F.4. A utility shall not participate in joint advertising or joint marketing with its affiliates. This prohibitionmeans that utilities may not engage in activities which include, but are not limited to the following.
 V.F.a A utility shall not participate with its affiliates in joint sales calls, through joint call centers orotherwise, or joint proposals (including responses to requests for proposals (RFPs)) to existing orpotential customers. At a customer’s unsolicited request, a utility may participate, on a nondiscriminatorybasis, in non-sales meetings with its affiliates or any other market participant to discuss technical oroperational subjects regarding the utility’s provision of transportation service to the customer;
 V.F.b Except as otherwise provided for by these Rules, a utility shall not participate in any joint activitywith its affiliates. The term “joint activities” includes, but is not limited to, advertising, sales, marketing,communications and correspondence with any existing or potential customer;
 V.F.c A utility shall not participate with its affiliates in trade shows, conferences, or other information ormarketing events held in California.
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 Findings and Recommendations
 V-F9 PG&E is in compliance with Rule V.F.4.
 The procedures to ensure compliance regarding the prohibition of joint advertising ormarketing with its affiliates were reviewed. Through this review, no instances of sharedadvertising or marketing efforts were noted during the year. 32
 Rule V.F.5:V.F.5. A utility shall not share or subsidize costs, fees, or payments with its affiliates associated withresearch and development activities or investment in advanced technology research.
 Findings and Recommendations
 V-F10 PG&E is in compliance with Rule V.F.5.
 PG&E does not share research and development activities or invest in advanced technologyresearch with its affiliates. No instances of shared research and development activities werenoted during procedures performed for joint purchasing related to Rule V.D.33
 Rule V.G:V.G.1 Except as permitted in Section V E (corporate support), a utility and its affiliates shall not jointlyemploy the same employees. This Rule prohibiting joint employees also applies to Board Directors andcorporate officers, except for the following circumstances: In instances when this Rule is applicable toholding companies, any board member or corporate officer may serve on the holding company and witheither the utility or affiliate (but not both). Where the utility is a multi-state utility, is not a member of aholding company structure, and assumes the corporate governance functions for the affiliates, theprohibition against any board member or corporate officer of the utility also serving as a board member orcorporate officer of an affiliate shall only apply to affiliates that operate within California. In the case ofshared directors and officers, a corporate officer from the utility and holding company shall verify in theutility’s compliance plan the adequacy of the specific mechanisms and procedures in place to ensure thatthe utility is not utilizing shared officers and directors as a conduit to circumvent any of these Rules. In itscompliance plan required by Rule VI, the utility shall list all shared directors and officers between the utilityand affiliates. No later than 30 days following a change to this list, the utility shall notify the Commission’sEnergy Division and the parties on the service list of R.97-04-011/I.97-04-012 of any change to this list.
 Findings and Recommendations
 V-F11 PG&E is not in compliance with Rule V.G.1.
 Effective December 20, 2006, Dr. Richard A. Meserve was elected to PG&E Corporationand Pacific Gas and Electric Company’s Boards of Directors. Dr. Meserve is to concurrentlyserve as a Board member for PG&E Corporation and Pacific Gas and Electric Company.Under V.G.1, PG&E is required to inform the CPUC within 30 days of any changes to thelist of officers and Board members that are shared by Pacific Gas and Electric Company andPG&E Corporation and affiliates. PG&E did not notify the CPUC of Mr. Meserve’selection until March 14, 2007.
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 Recommendation
 Rule V.G.-R2 PG&E should immediately implement a process to insure communication ofofficer changes and assign accountability.
 PG&E has already taken steps to correct the problem. In an email dated April 7, 2007, thePG&E Corporate Secretary reiterated the requirements of Rule V.G.1. and wrote:
 “Accordingly, effective immediately, the Corporate Secretary's office will be responsible forinforming the Compliance and Ethics Department of any changes to the shared officer anddirector list as soon as the information is made publicly available. This may be done by sendingan e-mail with the press release to Michael Chinen and Pally Cottonham in the Compliance andEthics Department with a "cc" to [email protected]. Cheryl Higuera will take the lead in providingthis information to the Compliance and Ethics Department; Vicki Ottey will be her back-up.”
 We further suggest that the 2007 compliance plan be updated to reflect this procedure in itsfinal form.
 Rule V.G.2:V.G.2. All employee movement between a utility and its affiliates shall be consistent with the followingprovisions:
 V.G.2.a A utility shall track and report to the Commission all employee movement between the utilityand affiliates. The utility shall report this information annually pursuant to our Affiliate TransactionReporting Decision, D.93-02-019, 48 CPUC2d 163, 171-172 and 180 (Appendix A, Section I and SectionII H.).
 V.G.2.b Once an employee of a utility becomes an employee of an affiliate, the employee may notreturn to the utility for a period of one year. This Rule is inapplicable if the affiliate to which the employeetransfers goes out of business during the one-year period. In the event that such an employee returnsto the utility, such employee cannot be retransferred, reassigned, or otherwise employed by the affiliatefor a period of two years. Employees transferring from the utility to the affiliate are expressly prohibitedfrom using information gained from the utility in a discriminatory or exclusive fashion, to the benefit of theaffiliate or to the detriment of other unaffiliated service providers.
 V.G.2.c. When an employee of a utility is transferred, assigned, or otherwise employed by the affiliate,the affiliate shall make a one-time payment to the utility in an amount equivalent to 25% of theemployee’s base annual compensation, unless the utility can demonstrate that some lesser percentage(equal to at least 15%) is appropriate for the class of employee included. In the limited case where arank-and-file (non-executive) employee’s position is eliminated as a result of electric industryrestructuring, a utility may demonstrate that no fee or a lesser percentage than 15% is appropriate. TheBoard of Directors must vote to classify these employees as “impacted” by electric restructuring andthese employees must be transferred no later than December 31, 1998, except for the transfer ofemployees working at divested plants. In that instance, the Board of Directors must vote to classifythese employees as “impacted” by electric restructuring and these employees must be transferred nolater than within 60 days after the end of the O&M contract with the new plant owners. All such fees paidto the utility shall be accounted for in a separate memorandum account to track them for futureratemaking treatment (i.e. credited to the Electric Revenue Adjustment Account or the Core and Non-core Gas Fixed Cost Accounts, or other ratemaking treatment, as appropriate), on an annual basis, or asotherwise necessary to ensure that the utility’s ratepayers receive the fees. This transfer paymentprovision will not apply to clerical workers. Nor will it apply to the initial transfer of employees to theutility’s holding company to perform corporate support functions or to a separate affiliate performingcorporate support functions, provided that that transfer is made during the initial implementation period ofthese rules or pursuant to a § 851 application or other Commission proceeding. However, the rule willapply to any subsequent transfers or assignments between a utility and its affiliates of all coveredemployees at a later time.
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 V.G.2.d. Any utility employee hired by an affiliate shall not remove or otherwise provide information tothe affiliate which the affiliate would otherwise be precluded from having pursuant to these Rules.
 Findings and Recommendations
 V-F12 PG&E is in compliance with Rules V.G.2.a through Rule V.G.2.d.
 The affiliate transaction reports submitted to the California Public Utilities Commission(CPUC) were requested and reviewed. Per review of the affiliate transactions reports, it wasdetermined the Utility reported all employee movement in the manner specified in D93-02-016, Appendix A, Section II H.34
 Any employee movement between PG&E and Rule II.B. affiliates during the year wasrequested and reviewed. Per review of employee movement activity, it was noted twoemployees transferred from the Utility to a Rule II.B. affiliate. These individuals remainedemployed by the Rule II.B. affiliate at year end. Per review of employee movement activity,no instances were noted where employees were transferred from a Rule II.B. affiliate to theUtility.35
 In order to ascertain compliance with Rule V.G.2.c, invoices and supporting calculationswere requested and reviewed for employee transfer fees. Through this review, it was notedthe Rule II.B. affiliate made a one-time payment to the Utility in an amount equivalent to25% of the transferred employees’ base annual compensation.36
 Rule V.G.2.e:V.G.2.e. A utility shall not make temporary or intermittent assignments, or rotations to its energymarketing affiliates. Utility employees not involved in marketing may be used on a temporary basis (lessthan 30% of an employee’s chargeable time in any calendar year) by affiliates not engaged in energymarketing only if:
 (i) All such use is documented, priced and reported in accordance with these Rules and existingCommission reporting requirements, except that when the affiliate obtains the services of a non-executive employee, compensation to the utility should be priced at a minimum of the greater of fullyloaded cost plus 10% of direct labor cost, or fair market value. When the affiliate obtains the servicesof an executive employee, compensation to the utility should be priced at a minimum of the greater offully loaded cost plus 15% of direct labor cost, or fair market value.
 (ii) Utility needs for utility employees always takes priority over any affiliate requests;
 (iii) No more than 5% of full time equivalent utility employees may be on loan at a given time;
 (iv) Utility employees agree, in writing, that they will abide by these Affiliate Transaction Rules; and
 (v) Affiliate use of utility employees must be conducted pursuant to a written agreement approved byappropriate utility and affiliate officers.
 Findings and Recommendations
 V-F13 PG&E is in compliance with Rule V.G.2.e.
 In order to determine compliance with Rule V.G.2.e., a listing of employee rotations duringthe year was requested and reviewed. Through this review it was determined one Utilityemployee rotated to PG&E Corporation on a temporary basis during the year, 2006. Thisemployee rotation was not subject to the documentation, pricing and reporting requirements
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 in accordance with Rule V.G.2.e as this employee did not rotate to a Rule II.B. affiliate. Inaccordance with the PG&E Compliance Plan, it was noted the employee completed andsigned rotation and confidentiality agreements.37
 Rule V.H:V.H.1. Transfers from the utility to its affiliates of goods and services produced, purchased or developedfor sale on the open market by the utility will be priced at fair market value.
 V.H.2. Transfers from an affiliate to the utility of goods and services produced, purchased or developedfor sale on the open market by the affiliate shall be priced at no more than fair market value.
 V.H.3 For goods or services for which the price is regulated by a state or federal agency, that price shallbe deemed to be the fair market value, except that in cases where more than one state commissionregulates the price of goods or services, this Commission’s pricing provisions govern.
 V.H.4. Goods and services produced, purchased or developed for sale on the open market by the utilitywill be provided to its affiliates and unaffiliated companies on a nondiscriminatory basis, except asotherwise required or permitted by these Rules or applicable law.
 V.H.5 Transfers from the utility to its affiliates of goods and services not produced, purchased ordeveloped for sale by the utility will be priced at fully loaded cost plus 5% of direct labor cost.
 V.H.6 Transfers from an affiliate to the utility of goods and services not produced, purchased ordeveloped for sale by the affiliate will be priced at the lower of fully loaded cost or fair market value.
 Findings and Recommendations
 V-F14 PG&E is in compliance with Rule V.H.1. through Rule V.H.6.
 A listing of goods and services, excluding support services, transferred between the Utility,PG&E Corporation, and the Rule II.B. affiliates was requested for review. Of thesetransfers, ten transactions were selected and examined to ensure compliance with RuleV.H.1. through Rule V.H.6.
 Consistent with Rule V.H.1. and Rule V.H.2., transactions during the year that were selectedfor testing were properly priced at fair market value. There were no transactions involvinggoods and services for which the price was regulated by a state or federal agency during theyear as addressed at Rule V.H.3. There were no instances of discrimination noted during thetesting of the ten transactions in accordance with Rule V.H.4. With respect to Rule V.H.5.and Rule V.H.6, there were no transactions involving goods and services that were notproduced, purchased or developed for sale between the Rule II.B. affiliates and the Utilityduring the year. 38
 Compliance Plan Appropriateness
 V-F15 The PG&E Compliance Plan accurately applies Rule V. and is an appropriatemeans for maintaining compliance with the California Affiliate Rules.
 The PG&E Compliance Plan as written by PG&E is an appropriate mechanism to enablethe Utility to be and stay in compliance with the California Affiliate Rules.
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 Rule VI. Regulatory OversightRegulatory Oversight, Rule VI., addresses compliance plans, notification of new affiliates,the annual compliance audit and witness availability. Specifically, Rule VI. requires PG&Eto file a Compliance Plan as of the end of 1997 and annually thereafter if there have beenchanges in its Compliance Plan. The CPUC must be notified as to the creation of any newaffiliates no later than 60 days after the creation of the affiliate. Annual audits must beconducted annually at shareholder expense, and the audits must be filed no later than May 1each calendar year. The evaluative criteria used in this chapter included:
 Were compliance plans filed with the CPUC in a timely manner?
 Are all affiliates covered by the Rules clearly identified and corrected categorized?
 Is the CPUC is notified by advice letters within 60 days of the creation of newaffiliates or the reclassification of existing affiliates?
 Is an annual affiliate transaction audit conducted at shareholder expense?
 Rule VI.A:VI.A. Compliance Plans: No later than December 31, 1997, each utility shall file a compliance plandemonstrating to the Commission that there are adequate procedures in place that will preclude the sharingof information with its affiliates that is prohibited by these Rules. The utility should file its compliance plan asan advice letter with the Commission’s Energy Division and serve it on the parties to this proceeding. Theutility’s compliance plan shall be in effect between the filing and a Commission determination of the adviceletter. A utility shall file a compliance plan annually thereafter by advice letter served on all parties to thisproceeding where there is some change in the compliance plan (i.e., when a new affiliate has been created,or the utility has changed the compliance plan for any other reason).
 Findings and Recommendations
 VI-F1 PG&E is in compliance with Rule VI.A.
 PG&E is in compliance with this rule. PG&E filed an amended Affiliate Rules CompliancePlan on December 21, 2006 under advice letter 2792-G/2956-E.39
 Rule VI.B:VI.B. New Affiliate Compliance Plans: Upon the creation of a new affiliate which is addressed by theseRules, the utility shall immediately notify the Commission of the creation of the new affiliate, as well asposting notice on its electronic bulletin board. No later than 60 days after the creation of this affiliate, theutility shall file an advice letter with the Energy Division of the Commission, served on the parties to thisproceeding. The advice letter shall demonstrate how the utility will implement these Rules with respect tothe new affiliate.
 Findings and Recommendations
 VI-F2 PG&E is in compliance with Rule VI.B.
 PG&E is in compliance with this rule. PG&E notified the CPUC of the reclassification oftwo affiliates with Advice Letter 2767-G/2909-E on October 2, 2006. PG&E also notifiedthe CPUC of the creation of three affiliates with Advice Letter 2733-G/2841-E40.
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 Rule VI.C:VI.C. Affiliate Audit: No later than December 31, 1998, and every year thereafter, the utility shall haveaudits performed by independent auditors that cover the calendar year which ends December 31, and thatverify that the utility is in compliance with the Rules set forth herein. The utilities shall file the independentauditor’s report with the Commission’s Energy Division beginning no later than May 1, 1999, and serve it onall parties to this proceeding. The audits shall be at shareholder expense.
 Findings and Recommendations
 VI-F3 PG&E is in compliance with Rule VI.C.
 PG&E is in compliance with this rule. PG&E hired an independent audit firm to conductan audit of the 2005 affiliate compliance and filed the report prior to May 1, 2006.
 Rule VI.D:VI.D. Witness Availability: Affiliate officers and employees shall be made available to testify before theCommission as necessary or required, without subpoena, consistent with the provisions of Public UtilitiesCode Section 314.
 Findings and Recommendations
 VI-F4 PG&E is in compliance with Rule VI.D.
 PG&E is in compliance with this rule. The most recent Compliance Plan filed with theCPUC specifically notes that PG&E will make all affiliate officers and employees available totestify.
 Compliance Plan Appropriateness
 VI-F5 The PG&E Compliance Plan accurately applies Rule VI. and is an appropriatemeans for maintaining compliance with the California Affiliate Rules.
 The PG&E Compliance Plan is an appropriate mechanism to enable the Utility to be andstay in compliance with the California Affiliate Rules.
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 Rule VII. Utility Products and ServicesRule VII. Utility Products and Services sets forth the requirements under which PG&E canoffer new and existing non-tariffed products and services. Under Rule VII., PG&E isrequired to file an advice letter with the CPUC before offering any new category of non-tariffed products and services (NTP&S). PG&E is also required to file periodic reportsdescribing its non-tariffed products and activities in the prior year.
 In reviewing PG&E’s compliance with Rule VII., F&A used the following evaluative criteria:
 Do the products and services offered for sale by PG&E meet the requirements setforth in Rule VII.C.?
 Are all conditions precedent to offering non-tariffed products and services, includingaccounting, reporting, and auditing systems are being met?
 Are advice letters and periodic reports complete and filed on time?
 In conducting its compliance review, F&A examined the following:
 PG&E’s 2006 periodic report filed with the CPUC Energy Division describing eachnon-tariffed product and service offering.
 The PG&E website which also contains the period report on non-tariffed productsand services.
 Any new non-tariffed product and service offerings for 2006.
 Advice letters submitted to the CPUC during 2006.
 Procedural BackgroundDecision 97-12-088 as modified by Decision 06-12-029 and Rule VII.H. of the AffiliateRules adopted therein require all California energy utilities offering non-tariffed productsand services to "file periodic reports with the Commission's Energy Division twice annuallyfor the first two years following the effective date of these Rules, then annually thereafter.”As required by Rule VII.H., PG&E has filed ten previous Periodic Reports on Non-tariffedProducts and Services. PG&E filed its Eleventh Report on Non-tariffed Products andServices on March 15, 2007 for the year 2006.
 In Advice 2063-0/1741-E (filed on January 30, 1998 in compliance with Rule VII.F. of theAffiliate Rules), PG&E listed its categories of Tariffed and Non-tariffed Products andServices, provided summary compliance showings for the Non-tariffed Products andServices categories, and requested authorization or continuing authorization for listedtariffed and non-tariffed categories of products and services. On September 8, 1998, PG&Efiled an amended Advice 2063-G-A/174I-E-A, with minor corrections and other revisions.On April 1, 1999, PG&E filed amended Advice 2063-0-8/1741-E-B, with additional minorcorrections and revisions.
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 The Eleventh Report covers the period January through December, 2006. It includes onlythe categories of PG&E Non-tariffed Products and Services existing as of December 16,1997, as listed in Advice 2063-0/1741-E and amended in Advice 2063-G-AIl741-E-A andAdvice 2063-G-B/1741-E-B. While the Commission authorized a new category of Non-tariffed Products and Services, Third-Party Meter Reading Services, in Resolution E 3685,PG&E did not provide any services under this category during 2006.
 Rules VII.A. and B:A. General Rule: Except as provided for in these Rules, new products and services shall be offered throughaffiliates.
 B. Definitions: The following definitions apply for the purposes of this section (Section VII) of these Rules:
 1. “Category” refers to a factually similar group of products and services that use the same type of utilityassets or capacity. For example, “leases of land under utility transmission lines” or “use of a utility repairshop for third party equipment repair” would each constitute a separate product or service category.
 2. “Existing” products and services are those which a utility is offering on the effective date of theseRules.
 3. “Products” include use of property, both real and intellectual, other than those uses authorized underGeneral Order 69-C.
 4. “Tariff” or “tariffed” refers to rates, terms and conditions of services as approved by this Commissionor the Federal Energy Regulatory Commission (FERC), whether by traditional tariff, approved contract orother such approval process as the Commission or the FERC may deem appropriate.
 Findings and Recommendations
 VII-F1 PG&E is in compliance with Rule VII.A. and B.
 Rule VII.A. and B. do not require any specific action on the part of PG&E. However asF&A performed interviews and testing, nothing was discovered to indicate PG&E’s work,activities, or plans conflicted with the above rules.
 Rule VII.C:Except as provided in these Rules, a utility shall not offer nontariffed products and services. In no event shalla utility offer natural gas or electricity commodity service on a nontariffed basis. A utility may only offer forsale the following products and services:
 1. Existing products and services offered by the utility pursuant to tariff;
 2. Unbundled versions of existing utility products and services, with the unbundled versions being offeredon a tariffed basis;
 3. New products and services that are offered on a tariffed basis; and
 4. Products and services which are offered on a nontariffed basis and which meet the followingconditions:
 a. the nontariffed product or service utilizes a portion of a utility asset or capacity;
 b. such asset or capacity has been acquired for the purpose of and is necessary and useful inproviding tariffed utility services;

Page 48
						

Fowler & Associates46
 c. the involved portion of such asset or capacity may be used to offer the product or service on anontariffed basis without adversely affecting the cost, quality or reliability of tariffed utility productsand services;
 d. the products and services can be marketed with minimal or no incremental ratepayer capital,minimal or no new forms of liability or business risk being incurred by the utility ratepayers, and noundue diversion of utility management attention; and
 e. the utility’s offering of such nontariffed product or service does not violate any law, regulation, orCommission policy regarding anticompetitive practices.
 Findings and Recommendations
 VII–F2 PG&E is in compliance with Rule VII.C.
 F&A reviewed the 2006 report on Non-tariffed Products and Services (NTP&S), which isthe Eleventh Periodic Report on Non-Tariffed Products and Services41. F&A also reviewedthe active NTP&S spreadsheet, and conducted interviews with PG&E personnel responsiblefor monitoring the NTP&S42. PG&E does not offer commodity service on an unbundledbasis. The active NTP&S in 2006 included only those listed in the original 1998 advicefilings43. The active NTP&S in 2006 are shown below:
 2006 Active Non-Tariffed Products and Services
 Category Description
 N.E.1. Facility joint use arrangements
 N.E.3. Hot-washing of electrical equipment for others
 N.E.4. Sale of hourly metered QF data to QFs
 N.E.8. Transmission construction and maintenance services
 N.E.12. Incidental non-utility sales
 N.G.2. Pipeline maintenance, excavation, leak detection for others
 N.G.3. Specialty work for others
 N.C.1.Testing, analysis, evaluation, measurement of customer or third party systemsand equipment
 N.C.2. Environmental analysis, assessment, monitoring for others
 N.C.4. Short term use of facilities/real property with associated services
 N.C.5.Testing measurement analysis services supporting research for IndustryAssociation
 N.C.10.Operation, maintenance, repair, inspection and construction and related landrights service for customer owned or third party facilities
 N.C.11. Training for customers and third parties
 In all cases, the NTP&S meet the requirements of Rule VII.C.
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 Rule VII.D:This Rule does not represent an endorsement by the Commission of any particular non tariffed utility productor service. A utility may offer new nontariffed products and services only if the Commission has adopted andthe utility has established:
 1. A mechanism or accounting standard for allocating costs to each new product or service to preventcross-subsidization between services a utility would continue to provide on a tariffed basis and those itwould provide on a nontariffed basis;
 2. A reasonable mechanism for treatment of benefits and revenues derived from offering such productsand services, except that in the event the Commission has already approved a performance-basedratemaking mechanism for the utility and the utility seeks a different sharing mechanism, the utilityshould petition to modify the performance-based ratemaking decision if it wishes to alter the sharingmechanism, or clearly justify why this procedure is inappropriate, rather than doing so by application orother vehicle.
 3. Periodic reporting requirements regarding pertinent information related to nontariffed products andservices; and
 4. Periodic auditing of the costs allocated to and the revenues derived from nontariffed products andservices.
 Findings and Recommendations
 VII–F3 PG&E is in compliance with Rule VII.D. but modifications are needed beforeadding additional NTP&S.
 PG&E is in compliance with Rule VII.D. Mechanisms are in place that tracks the costs andrevenues of each product and service. These mechanisms are sufficient to prevent cross-subsidization between tariffed and non-tariffed products and services for the productscurrently provided. Orders are created in the SAP system to enable proper controls,accurately record revenues and costs and enable recording of data necessary for CPUCreporting.
 While the mechanisms to control existing products and services are appropriate, F&A notesfrom interviews that PG&E is anticipating a major emphasis on growing NTP&S revenues.At the same time, PG&E now has active Rule II.B. affiliates. Yet no internal audits havebeen performed on the costs allocated to and revenues derived from NTP&S for at least thelast two years.
 Recommendation
 Rule VII.D.-R3 Perform an internal review of the cost allocations and revenuesderived from NTP&S prior to expanding these businesses. (SeeFinding VII-F3).
 A review outside the scope of this Affiliate Rules audit will allow PG&E to confirm that theprocesses in place to capture and accumulate costs are appropriate before adding additionalNTP&S or aggressively marketing existing ones.
 Rule VII.E:Prior to offering a new category of nontariffed products or services as set forth in Section VII C above, autility shall file an advice letter in compliance with the following provisions of this paragraph.
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 1. The advice letter shall:
 a. demonstrate compliance with these rules;
 b. address the amount of utility assets dedicated to the non-utility venture, in order to ensure that agiven product or service does not threaten the provision of utility service, and show that the newproduct or service will not result in a degradation of cost, quality, or reliability of tariffed goods andservices;
 c. demonstrate that the utility has not received competition transition charge (CTC) recovery in theTransition Cost Proceeding, A.96-08-001, or other related CTC Commission proceeding, for theportion of the utility asset dedicated to the non-utility venture; and
 d. address the potential impact of the new product or service on competition in the relevant market,including but not limited to the degree in which the relevant market is already competitive in natureand the degree to which the new category of products or services is projected to affect that market
 e. be served on the service list of Rulemaking 97-04-011/Investigation 97-04-012, as well as on anyother party appropriately designated by the rules governing the Commission’s advice letter process.
 2. For categories of nontariffed products or services targeted and offered to less than 1% of the numberof customers in the utility’s customer base, in the absence of a protest alleging non-compliance withthese Rules or any law, regulation, decision, or Commission policy, or allegations of harm, the utility maycommence offering the product or service 30 days after submission of a the advice letter. For categoriesof nontariffed products or services targeted and offered to 1% or more of the number of customers in theutility’s customer base, the utility may commence offering the product or service after the Commissionapproves the advice letter through the normal advice letter process.
 3. A protest of an advice letter filed in accordance with this paragraph shall include:
 a. An explanation of the specific Rules, or any law, regulation, decision, or Commission policy theutility will allegedly violate by offering the proposed product or service, with reasonable factual detail;or
 b. An explanation of the specific harm the protestant will allegedly suffer.
 4. If such a protest is filed, the utility may file a motion to dismiss the protest within 5 working days if itbelieves the protestant has failed to provide the minimum grounds for protest required above. Theprotestant has 5 working days to respond to the motion.
 5. The intention of the Commission is to make its best reasonable efforts to rule on such a motion todismiss promptly. Absent a ruling granting a motion to dismiss, the utility shall begin offering thatcategory of products and services only after Commission approval through the normal advice letterprocess.
 Findings and Recommendations
 VII-F4 PG&E is in compliance with Rule VII.E.
 PG&E is in compliance with this rule. PG&E did not offer any new non-tariffed productsand services in 2006 and therefore was not required to file related advice letters.
 Rule VII.F:Unless and until further Commission order to the contrary as a result of the advice letter filing or otherwise, autility that is offering tariffed or nontariffed products and services, as of the effective date of this decision,may continue to offer such products and services, provided that the utility complies with the cost allocationand reporting requirements in this rule. No later than January 30, 1998, each utility shall submit an adviceletter describing the existing products and services (both tariffed and nontariffed) currently being offered by
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 the utility and the number of the Commission decision or advice letter approving this offering, if any, andrequesting authorization or continuing authorization for the utility’s continued provision of this product orservice in compliance with the criteria set forth in Rule VII. This requirement applies to both existing productsand services explicitly approved and not explicitly approved by the Commission.
 Findings and Recommendations
 VII-F5 PG&E is in compliance with Rule VII.F.
 PG&E is in compliance with this rule. PG&E made its original advice filing prior to theJanuary 30, 1998 requirement as documented elsewhere in this report.
 Rule VII.G:A utility must continue to comply fully with the provisions of Public Utilities Code Section 851 whennecessary or useful utility property is sold, leased, assigned, mortgaged, disposed of, or otherwiseencumbered as part of a nontariffed product or service offering by the utility. If an application pursuant toSection 851 is submitted, the utility need not file a separate advice letter, but shall include in the applicationthose items which would otherwise appear in the advice letter as required in this Rule.
 Findings and Recommendations
 VII-F6 PG&E is in compliance with Rule VII.G.
 PG&E is in compliance with Rule VII.G.
 PG&E filed 15 Advice letters during 2006 as required by Section 851 and the terms of RuleVII.G. The following table summarizes the filings.
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 2006 Section 851 Advice Filings44
 AdviceFiling Subject
 2945-E Blanchard Mobile Home Lease Agreement – Request for Approval Under Section 8512907-E Sale and Conveyance of Certain Parcels of Land in Solano County2900-E European Grove Sound Wall Encroachment Agreement - Request for Confirmation of
 Exemption Under Section 853(b) or, In the Alternative, for Approval Under Section 8512747-G Section 851 Transaction –Sale of a Gas Gathering Pipeline and Assignment of an
 Easement to Vintage Production California, LLC2859-E Shiloh I Wind Plant Project Access Road2743-G Shiloh I Wind Plant Project Access Road2847-E Diocese of Oakland Storm Drain Easement - Request for Approval Under Section 8512738-G Diocese of Oakland Storm Drain Easement - Request for Approval Under Section 8512844-E Deed Restriction Regarding PG&E Fee Property at Humboldt Bay Power Plant Site –
 Request for Approval under Section 8512826-E County of Yuba Public Road Easements - Request for Approval Under Section 8512825-E Granting of PG&E Easements to Paul S. Taybi – Request for Clarification of
 Exemption under General Order 69-C or, in the Alternative, Approval/Exemptionunder Section
 2813-E Sale of Certain Electric Facilities to Morning Star Packing Company2801-E Michael and Jennifer Mojica Easements Encroachment – Request for Confirmation of
 Exemption Under Section 853(b) or, in the Alternative, for Approval Under Section 8512737-E-
 ASupplemental Filing - Section 851 Transaction – City of Bakersfield Public Road
 Easement2787-E Nextel 800 MHz Asset Lease Agreement – Request for Approval under Section 851
 Rule VII.H:Any utility offering nontariffed products and services shall file periodic reports with the Commission’s EnergyDivision twice annually for the first two years following the effective date of these Rules, then annuallythereafter unless otherwise directed by the Commission. The utility shall serve periodic reports on theservice list of this proceeding. The periodic reports shall contain the following information:
 1. A description of each existing or new category of nontariffed products and services and the authorityunder which it is offered;
 2. A description of the types and quantities of products and services contained within each category (sothat, for example, “leases for agricultural nurseries at 15 sites” might be listed under the category “leasesof land under utility transmission lines,” although the utility would not be required to provide the detailsregarding each individual lease);
 3. The costs allocated to and revenues derived from each category; and
 4. Current information on the proportion of relevant utility assets used to offer each category of productand service.
 Findings and Recommendations
 VII-F7 PG&E is in compliance with Rule VII.H.
 PG&E is in compliance with this rule. PG&E filed the Eleventh Periodic Report on Non-Tariffed products and Services on March 15, 2007. 45 The report was also posted on thePG&E website.
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 Rule VII.I:Nontariffed products and services which are allowed by this Rule may be offered to utility affiliates only incompliance with all other provisions of these Affiliate Rules. Similarly, this Rule does not prohibit affiliatetransactions which are otherwise allowed by all other provisions of these Affiliate Rules.
 Findings and Recommendations
 VII-F8 PG&E is in compliance with Rule VII.I.
 PG&E is in compliance with this rule. A review of the NTP&S log as well as interviewsindicates that PG&E did not have any affiliate customers of Utility NTP&S
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 1 This employee was not in the Compliance and Ethics (C&E) department nor in Affiliate Accounting.
 2 DR response 88
 3 DR response 9 & 23, conclusions confirmed with Cottonham 3-19-07. Certain of these employees may havebeen trained in prior years.
 4 DR response 9 & 23
 5 The term “administrator” is used here for convenience. The person responsible for the administration maynot have this job title.
 6 DR 87 Joint Pole Position Paper
 7 The Affiliate Transactions Rules make no allowance for a situation in which there are no affiliates. Theysimply state that an audit is to be conducted annually. In addition, it is problematic to not conduct an auditsince one of the audit tasks is to determine if a company has appropriately categorized Rule II.B. affiliates.
 8A Rule II.B Affiliate is any Affiliate which engages in providing a product that uses gas or electricity or in
 providing services that relate to the use of gas or electricity.
 9 http://www.pacificconnectorgp.com/
 10 Pacific Gas and Electric Company, San Diego Gas and Electric Company, and Southern California GasCompany
 11 All data responses, all interviews.
 12 Interview with M. Chinen and P. Cottonham, 11/28/06 and 12/18/06, DR response #24
 13 DR responses to #38 and #71
 14 DR response to #41
 15 DR response to #70
 16 Interviews # 1,2,4,9,10 and DRs#6, 31, 48 40
 17 DR response #6
 18 Interviews #1,2, 9,10 and DRs#48
 19 Interviews # 9 and 10.
 20 DR response #11
 21 Interviews 1,2,9,10 and DR responses #6
 22 DR 6, DTR Database, review of affiliate transaction postings.
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 23 DR response 26,27,28
 24 DR response 48, 49, 99, 102, and Interview 8 and 25
 25 DR response 14, 60, 61, and Interviews 9, 10, 11 and 24
 26 DR response 14, 60, 61, and Interviews 9, 10, 11 and 24
 27 DR response 8, 8a, 10, and Interviews 12 and 29
 28 DR response 12, 30, 42, 43, 50, 75, 76, 108, and interviews 5, 8, 13, 14, 15, 18, and 19)
 29 DR responses 35, 36, and Interview 9 and 10
 30 Interviews 9 and 10
 31 DR response 35
 32 DR response 8 and 10
 33 DR response 8, 10, and Interviews 12 and 29
 34 DR response 73
 35 DR response 13, 32, 33, 34, 83, and Interviews 1 and 2
 36 DR response 91
 37 DR response 84 and 95
 38 DR response 31, 31a, and Interviews 16, 17 and 19
 39 See Also 2792-G.
 40 Two of these affiliates were Rule II.B.affiliates.
 41DR Response 67 including Attachments 1 and 2.
 42 Interviews with Mah and Farzahneh
 43 Advice 2063-0/1741-E, Advice 2063-G-AIl741-E-A and Advice 2063-G-B/1741-E-B
 44 http://www.pge.com/nots/rates/tariffs/advice/html/2006.html
 45 DR Response 67
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 for Rules adopted in D.97-12-088, D.98-08-035, and D.98-11-027
 112/06 Introduction
 INTRODUCTION
 Pacific Gas and Electric Company submits the following revised Compliance Plan (Plan)to comply with the Affiliate Transaction Rules (Rules) adopted by the California PublicUtilities Commission (CPUC) in D.97-12-088, D.98-08-035 and D.98-11-022 and inconformance with Resolution E-3540. Pacific Gas and Electric Company’s Plan includesa variety of procedures and mechanisms for implementation and compliance with theseRules, which when taken as a whole, will provide a comprehensive approach to affiliaterules compliance. Although not specifically described in the Plan, all Rules will beimplemented by means of a combination of one or more of the following:
 (1) development and distribution of written policies and procedures,(2) education, training for and communications to employees throughout PG&E
 Corporation and its subsidiaries governed by these rules1, a description of theongoing utility training is included as Attachment A,
 (3) monitoring affiliate transactions and overall compliance on a continuingbasis, and
 (4) additional training and corrective actions as needed.
 Pacific Gas and Electric Company established the Affiliate Rules and RegulatoryCompliance Department (ARRC) to implement this Plan. The department is staffedwith personnel experienced in accounting, auditing, training, and monitoring andenforcing compliance. Appropriate resources in this department are devoted totraining employees on the affiliate rules.
 As of December 1, 2005, the ARRC Department became part of the newly formedCompliance and Ethics Department (C&E) which reports to the PG&E CorporationSenior Vice President and Chief Risk and Audit Officer. The C&E department, fromthis point on, will implement this Plan.
 The PG&E Corporation Senior Vice President and Chief Risk and Audit Officer will beresponsible for issuing periodic memoranda to PG&E Corporation and its subsidiariesgoverned by these Rules. In addition, the Director of the C&E department will beresponsible for issuing periodic memoranda of the Rules to Pacific Gas and ElectricCompany employees. These memoranda outline the importance of complying with theRules and includes as attachments corporate policy statements. The policy statements
 1 An intensive training effort was conducted for employees throughout PG&E Corporation.
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 clearly articulate what utility, holding company and affiliate employees must do toensure that Pacific Gas and Electric Company complies with the Affiliate Rules. Themost recent memoranda and policy statements are included as Attachment B. A copyof the full Compliance Plan is available to all employees of Pacific Gas and ElectricCompany via the utility Intranet.
 In the following pages, each Rule is shown in bold type. Following each Rule, innormal type, is Pacific Gas and Electric Company’s Plan.
 For purposes of this Plan and subsequent reports and audits, Pacific Gas and ElectricCompany has defined “affiliate transaction” for products and services as the entirety ofcommunications and dealings on any specific subject between Pacific Gas and ElectricCompany and any one of its affiliates.
 Pacific Gas and Electric Company’s parent company, PG&E Corporation, does not fitwithin the definition of “affiliate” because PG&E Corporation’s role is to be a strategicmanager of the broad enterprise, to be a financial consolidator and to engage incorporate governance and corporate support functions. PG&E Corporation is notengaged in the provision of energy-related products and services as described in RuleII.B. Attachment C includes a more complete description of PG&E Corporation andwhy it is not an affiliate.
 Pacific Gas and Electric Company and PG&E Corporation have in place today thefollowing specific mechanisms and procedures to fully implement these Rules:
 (1) written policies are disseminated to employees of PG&E Corporation and itssubsidiaries governed by these Rules describing these Rules and their obligationshereunder;
 (2) PG&E Corporation officers and employees shall maintain confidential utilityinformation in a manner to prevent its reaching an affiliate;
 (3) employees of PG&E Corporation who provide permitted corporate support orshared services and who have access to non-public utility information shall berequired to sign a statement that they are aware of, have read and will follow allwritten policies regarding limitations on the use of non-public utility informationand that failure to observe these limitations in the future will result in subjectingthem to corporate discipline policies;
 (4) all support personnel services, physical plant, equipment, supplies, and otheroverhead owned by Pacific Gas and Electric Company and used by PG&ECorporation shall be charged to PG&E Corporation as required by D.96-11-017;
 (5) all permissible corporate support services rendered by Pacific Gas and ElectricCompany employees to affiliates shall be charged to the affiliates receiving the
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 services in accordance with the PG&E Corporation Affiliated CompanyTransactions procedures included in Advice Letter 2169-G/1893-E;
 (6) periodic training and reminders will be provided to Pacific Gas and ElectricCompany and PG&E Corporation employees;
 (7) policy and practice is in place with the effect that a one-time 25% transfer fee willbe paid for each employee departing the utility and commencing work at anaffiliate within a six-month period. This 25% fee will only be paid once for anyindividual employee;
 (8) policy and practice is in place that a utility employee who transfers to a Rule II.B.affiliate cannot return to the utility until at least twelve months from their lastday of employment with the utility unless the provisions of Rule V.G.2.b. aremet;
 (9) employee transfers to other companies in the corporate family will be tracked toensure that they conform to the Rules;
 (10) all PG&E Corporation officers who are not also officers of the utility weremoved, at PG&E Corporation expense, from utility office space;
 (11) PG&E Corporation continues to lease space as approved in D.00-02-061 in utilityfacilities for some PG&E Corporation employees;
 (12) a small number of empty utility offices will be available as guest (“hoteling”)offices in 77 Beale and other utility facilities for limited day and overnight use byaffiliate and PG&E Corporation officers. Costs (including overhead, suppliesand support staff) will be charged back by the utility.
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 The undersigned verify that the specific mechanisms and procedures described aboveare adequate to ensure that:
 (1) Pacific Gas and Electric Company is not utilizing PG&E Corporation or any ofits affiliates as a conduit to circumvent any of the Rules,
 (2) Pacific Gas and Electric Company is following the mandates of Rule V.E.,such that any utilization of joint corporate support services will not beutilized as a conduit to circumvent the Rules, and
 (3) Pacific Gas and Electric Company is not utilizing shared officers or directorsas a conduit to circumvent the Rules.
 Respectfully submitted on December 21, 2006.
 ________________________________ __________________________________Kent M. Harvey Christopher P. JohnsSenior Vice President, Chief Risk and Senior Vice President, Chief FinancialAudit Officer Officer and TreasurerPG&E Corporation PG&E Corporation and Pacific Gas and
 Electric Company
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 Affiliate Transaction Rules
 I. Definitions
 Unless the context otherwise requires, the following definitions govern theconstruction of these Rules:
 A. “Affiliate” means any person, corporation, utility, partnership, or otherentity 5 per cent or more of whose outstanding securities are owned,controlled, or held with power to vote, directly or indirectly either by autility or any of its subsidiaries, or by that utility’s controlling corporationand/or any of its subsidiaries as well as any company in which the utility,its controlling corporation, or any of the utility’s affiliates exert substantialcontrol over the operation of the company and/or indirectly havesubstantial financial interests in the company exercised through meansother than ownership. For purposes of these Rules, “substantial control”includes, but is not limited to, the possession, directly or indirectly andwhether acting alone or in conjunction with others, of the authority todirect or cause the direction of the management or policies of a company. Adirect or indirect voting interest of 5% or more by the utility in an entity’scompany creates a rebuttable presumption of control.
 For purposes of this Rule, “affiliate” shall include the utility’s parent orholding company, or any company which directly or indirectly owns,controls, or holds the power to vote 10% or more of the outstanding votingsecurities of a utility (holding company), to the extent the holding companyis engaged in the provision of products or services as set out in Rule II B.However, in its compliance plan filed pursuant to Rule VI, the utility shalldemonstrate both the specific mechanism and procedures that the utilityand holding company have in place to assure that the utility is not utilizingthe holding company or any of its affiliates not covered by these Rules as aconduit to circumvent any of these Rules. Examples include but are notlimited to specific mechanisms and procedures to assure the Commissionthat the utility will not use the holding company or another utility affiliatenot covered by these Rules as a vehicle to (1) disseminate informationtransferred to them by the utility to an affiliate covered by these Rules incontravention of these Rules, (2) provide services to its affiliates covered bythese Rules in contravention of these Rules or (3) to transfer employees toits affiliates covered by these Rules in contravention of these Rules. In thecompliance plan, a corporate officer from the utility and holding companyshall verify the adequacy of these specific mechanisms and procedures to
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 ensure that the utility is not utilizing the holding company or any of itsaffiliates not covered by these Rules as a conduit to circumvent any of theseRules.
 Regulated subsidiaries of a utility, defined as subsidiaries of a utility, therevenues and expenses of which are subject to regulation by theCommission and are included by the Commission in establishing rates forthe utility, are not included within the definition of affiliate. However,these Rules apply to all interactions any regulated subsidiary has withother affiliated entities covered by these rules.
 B. “Commission” means the California Public Utilities Commission or itssucceeding state regulatory body.
 C. “Customer” means any person or corporation, as defined in Sections 204,205 and 206 of the California Public Utilities Code, that is the ultimateconsumer of goods and services.
 D. “Customer Information” means non-public information and data specificto a utility customer which the utility acquired or developed in the courseof its provision of utility services.
 E. “FERC” means the Federal Energy Regulatory Commission.
 F. “Fully Loaded Cost” means the direct cost of good or service plus allapplicable indirect charges and overheads.
 G. “Utility” means any public utility subject to the jurisdiction of theCommission as an Electrical Corporation or Gas Corporation, as defined inCalifornia Public Utilities Code Sections 218 and 222.
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 II. Applicability
 A. These Rules shall apply to California public utility gas corporations andCalifornia public utility electrical corporations, subject to regulation by theCalifornia Public Utilities Commission.
 B. For purposes of a combined gas and electric utility, these Rules apply to allutility transactions with affiliates engaging in the provision of a productthat uses gas or electricity or the provision of services that relate to the useof gas or electricity, unless specifically exempted below. For purposes ofan electric utility, these Rules apply to all utility transactions with affiliatesengaging in the provision of a product that uses electricity or the provisionof services that relate to the use of electricity. For purposes of a gas utility,these Rules apply to all utility transactions with affiliates engaging in theprovision of a product that uses gas or the provision of services that relateto the use of gas.
 Attachment D contains a list of all entities within the PG&E Corporationfamily that meet the definition for affiliate provided in Rule I.A. The affiliatesare categorized based on the applicability of these rules.
 C. These Rules apply to transactions between a Commission-regulated utilityand another affiliated utility, unless specifically modified by theCommission in addressing a separate application to merge or otherwiseconduct joint ventures related to regulated services.
 D. These rules do not apply to the exchange of operating information,including the disclosure of customer information to its FERC-regulatedaffiliate to the extent such information is required by the affiliate toschedule and confirm nominations for the interstate transportation ofnatural gas, between a utility and its FERC-regulated affiliate, to the extentthat the affiliate operates an interstate natural gas pipeline.
 E. Existing Rules: Existing Commission rules for each utility and its parentholding company shall continue to apply except to the extent they conflictwith these Rules. In such cases, these Rules shall supersede prior rules andguidelines, provided that nothing herein shall preclude (1) the Commissionfrom adopting other utility-specific guidelines; or (2) a utility or its parentholding company from adopting other utility-specific guidelines, withadvance Commission approval.
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 F. Civil Relief: These Rules shall not preclude or stay any form of civil relief,or rights or defenses thereto, that may be available under state or federallaw.
 G. Exemption (Advice Letter): A Commission-jurisdictional utility may beexempted from these Rules if it files an advice letter with the Commissionrequesting exemption. The utility shall file the advice letter within 30 daysafter the effective date of this decision adopting these Rules and shall serveit on all parties to this proceeding. In the advice letter filing, the utilityshall:
 1. Attest that no affiliate of the utility provides services as defined by RuleII B above; and
 2. Attest that if an affiliate is subsequently created which providesservices as defined by Rule II B above, then the utility shall:
 a. Notify the Commission, at least 30 days before the affiliate begins toprovide services as defined by Rule II B above, that such an affiliatehas been created; notification shall be accomplished by means of aletter to the Executive Director, served on all parties to thisproceeding; and
 b. Agree in this notice to comply with the Rules in their entirety.
 H. Limited Exemption (Application): A California utility which is also amulti-state utility and subject to the jurisdiction of other state regulatorycommissions, may file an application, served on all parties to thisproceeding, requesting a limited exemption from these Rules or a partthereof, for transactions between the utility solely in its capacity serving itsjurisdictional areas wholly outside of California, and its affiliates. Theapplicant has the burden of proof.
 I. These Rules should be interpreted broadly, to effectuate our statedobjectives of fostering competition and protecting consumer interests. Ifany provision of these Rules, or the application thereof to any person,company, or circumstance, is held invalid, the remainder of the Rules, orthe application of such provision to other persons, companies, orcircumstances, shall not be affected thereby.
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 III. Nondiscrimination
 A. No Preferential Treatment Regarding Services Provided by the Utility:Unless otherwise authorized by the Commission or the FERC, or permittedby these Rules, a utility shall not:
 1. represent that, as a result of the affiliation with the utility, its affiliatesor customers of its affiliates will receive any different treatment by theutility than the treatment the utility provides to other, unaffiliatedcompanies or their customers; or
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule.
 See Attachment B. In addition, the utility Affiliated Company TransactionsProcedures state that there will be no preferential treatment by Pacific Gasand Electric Company in favor of non-utility affiliates in business activitiesthat Pacific Gas and Electric Company also conducts with unregulated thirdparties. Attachment E contains the current version of the utility AffiliatedCompany Transactions Procedures. These procedures may be periodicallyupdated and issued by the Controller of Pacific Gas and Electric Company.Pacific Gas and Electric Company will issue periodic reminder notices torelevant utility personnel.
 2. provide its affiliates, or customers of its affiliates, any preference(including but not limited to terms and conditions, pricing, or timing)over non-affiliated suppliers or their customers in the provision ofservices provided by the utility.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule.
 See Attachments B and E. Pacific Gas and Electric Company plans to issueperiodic reminder notices to relevant utility personnel as needed.
 B. Affiliate Transactions: Transactions between a utility and its affiliatesshall be limited to tariffed products and services, the sale or purchase ofgoods, property, products or services made generally available by theutility or affiliate to all market participants through an open, competitivebidding process, or as provided for in Sections V D and V E (joint
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 purchases and corporate support) and Section VII (new products andservices) below, provided the transactions provided for in Section VIIcomply with all of the other adopted Rules.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Pacific Gas and Electric Company interprets this Rule toapply only to the utility side of the transaction.
 See Attachment B.
 1. Provision of Supply, Capacity, Services or Information: Except asprovided for in Sections V D, V E, and VII, provided the transactionsprovided for in Section VII comply with all of the other adopted Rules,a utility shall provide access to utility information, services, and unusedcapacity or supply on the same terms for all similarly situated marketparticipants. If a utility provides supply, capacity, services, orinformation to its affiliate(s), it shall contemporaneously make theoffering available to all similarly situated market participants, whichinclude all competitors serving the same market as the utility’saffiliates.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Pacific Gas and Electric Company’s Pipe Rangerelectronic bulletin board provides some information referred to in RuleIII.B.1. When needed, Pacific Gas and Electric Company also postsinformation related to interstate electricity transactions on OASIS.
 Since this Rule imposes CPUC requirements for intra-state transactions,Pacific Gas and Electric Company will henceforth contemporaneously postand maintain any required information on intra-state transactions on PacificGas and Electric Company’s Internet site. Pacific Gas and Electric Companyinterprets this rule to require posting of only those transactions in which (a)the affiliate is provided with confidential or non-public utility informationthat is not required to provide permitted corporate support or makepermitted joint purchases, or (b) the affiliate is provided with a discount.Tariffed transactions are not covered by this rule because a tariff by its verynature aims to prevent one customer from being favored over anotherthrough differential pricing and/or information.
 See also Compliance Plan for Rule III.F. and IV.F., below.
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 See Attachment B.
 2. Offering of Discounts: Except when made generally available by theutility through an open, competitive bidding process, if a utility offers adiscount or waives all or any part of any other charge or fee to itsaffiliates, or offers a discount or waiver for a transaction in which itsaffiliates are involved, the utility shall contemporaneously make suchdiscount or waiver available to all similarly situated marketparticipants. The utilities should not use the “similarly situated”qualification to create such a unique discount arrangement with theiraffiliates such that no competitor could be considered similarly situated.All competitors serving the same market as the utility’s affiliates shouldbe offered the same discount as the discount received by the affiliates.A utility shall document the cost differential underlying the discount toits affiliates in the affiliate discount report described in Rule III F 7below.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Pacific Gas and Electric Company complies with theprovisions of its filed tariffs and gas and electric rules, including Rule 22(tariff responsibilities to be discharged in neutral manner among all directaccess providers).
 Pacific Gas and Electric Company does not offer preferential treatment tocustomers of its affiliates, but from time to time may offer a discount orwaiver of a charge, fee or tariff provision to a Pacific Gas and ElectricCompany distribution or transmission customer consistent with other laws,regulations, and sound utility practice. In such cases, Pacific Gas and ElectricCompany does not investigate whether such a customer is also a customer ofan affiliate. Pacific Gas and Electric Company does not interpret “atransaction in which its affiliates are involved” as including this type ofcustomer discount. Pacific Gas and Electric Company does not interpret thisRule as applying to vendor discounts passed through pro-rata to affiliates inconnection with joint purchases permissible under Rule V.D. Pursuant toResolution E-3540 Pacific Gas and Electric Company will maintain anaccounting of when, how and to whom it offers a discount or waiver. Forpurposes of record keeping, these records will not include discounts orwaivers which are within the parameters of an authorized rate schedule
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 where Pacific Gas and Electric Company has no discretion over whether ornot that discount or waiver is applied.
 See also Compliance Plan for Rule III.F., below.
 3. Tariff Discretion: If a tariff provision allows for discretion in itsapplication, a utility shall apply that tariff provision in the same mannerto its affiliates and other market participants and their respectivecustomers.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Pacific Gas and Electric Company complies with theprovisions of its filed tariffs and gas and electric rules, including Rule 22(tariff responsibilities to be discharged in neutral manner among all directaccess providers).
 4. No Tariff Discretion: If a utility has no discretion in the application of atariff provision, the utility shall strictly enforce that tariff provision.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Pacific Gas and Electric Company complies with theprovisions of its filed tariffs and gas and electric rules, including Rule 22(tariff responsibilities to be discharged in neutral manner among all directaccess providers).
 5. Processing Requests for Services Provided by the Utility: A utility shallprocess requests for similar services provided by the utility in the samemanner and within the same time for its affiliates and for all othermarket participants and their respective customers.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule, through the Direct Access Service Request (DASR)reporting process and regular training for all employees with customercontact.
 C. Tying of Services Provided by a Utility Prohibited: A utility shall notcondition or otherwise tie the provision of any services provided by theutility, nor the availability of discounts of rates or other charges or fees,rebates, or waivers of terms and conditions of any services provided by theutility, to the taking of any goods or services from its affiliates.
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 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Pacific Gas and Electric Company has adopted a no-joint-marketing corporate policy. Pacific Gas and Electric Companyemployees with customer contact responsibilities and officers receive periodictraining and communications on state and federal antitrust law. They areinstructed never to say or imply that the taking of any utility service iscontingent upon the taking of service from the affiliate.
 Pacific Gas and Electric Company has included a specific question andanswer regarding the prohibition of tying of services in the C&E intranetwebsite. New information is placed on the C&E intranet website as needed.
 D. No Assignment of Customers: A utility shall not assign customers to whichit currently provides services to any of its affiliates, whether by default,direct assignment, option or by any other means, unless that means isequally available to all competitors.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Customers will not be assigned to any affiliate for anyproduct or service unless the means of assignment are equally available to allcompetitors. [See Attachment B]
 E. Business Development and Customer Relations: Except as otherwiseprovided by these Rules, a utility shall not:
 1. provide leads to its affiliates;
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Pacific Gas and Electric Company has a policy statingthat Pacific Gas and Electric Company employees will not forward any leadsto its affiliates.
 Pacific Gas and Electric Company made its most recent filing of lists requiredby Rule IV.C.2. in Advice Letter 2775-G/2924-E on November 1, 2006,effective December 1, 2006, and is currently using this list. Customers mayalso be referred to the Yellow Pages or the Internet, consistent with Rule IV.C.
 2. solicit business on behalf of its affiliates;
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 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Pacific Gas and Electric Company has adopted a widelydisseminated supply neutrality policy requiring Pacific Gas and ElectricCompany employees to maintain complete neutrality regarding a customer’ssupply choice.
 3. acquire information on behalf of or to provide to its affiliates;
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule [See Attachment B].
 Pacific Gas and Electric Company does not interpret this Rule as applying toactivities permissible under Rule V.E.
 See the discussion for Rule III.E.1. above.
 4. share market analysis reports or any other types of proprietary or non-publicly available reports, including but not limited to market, forecast,planning or strategic reports, with its affiliates;
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule [See Attachment B]. Pacific Gas and Electric Companyinterprets this Rule to exclude any information which an employee mightotherwise legally disclose to others after termination of employment.
 Corporate governance and corporate support services covered by Rule V.E.are expressly permitted. Confidential utility information included in draft orfinal non-public market, forecast, planning or strategic reports to regulatoryor governmental entities is not being provided to any Rule II.B. affiliateunless it is also contemporaneously being made available to all marketparticipants.
 5. request authorization from its customers to pass on customerinformation exclusively to its affiliates;
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Under these procedures, information will be releasedeither with the specified customer’s explicit written consent or the use of aStandard Customer Information Release Form, the customer’s authorization
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 to take Direct Access service, or their authorization to take service from aCore Gas Aggregator.
 See also Compliance Plan for Rule IV.A.
 6. give the appearance that the utility speaks on behalf of its affiliates orthat the customer will receive preferential treatment as a consequence ofconducting business with the affiliates; or
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. A memorandum was issued by the Senior VP andGeneral Counsel to all employees of PG&E Corporation and its subsidiariesgoverned by these Rules directing them to comply with the provisions of thisRule.
 7. give any appearance that the affiliate speaks on behalf of the utility.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. PG&E Corporation has communicated this policy to allaffiliates requiring compliance with this Rule.
 F. Affiliate Discount Reports: If a utility provides its affiliates a discount,rebate, or other waiver of any charge or fee associated with servicesprovided by the utility, the utility shall, within 24 hours of the time atwhich the service provided by the utility is so provided, post a notice on itselectronic bulletin board providing the following information:
 1. the name of the affiliate involved in the transaction;2. the rate charged;3. the maximum rate;4. the time period for which the discount or waiver applies;5. the quantities involved in the transaction;6. the delivery points involved in the transaction;7. any conditions or requirements applicable to the discount or waiver,
 and a documentation of the cost differential underlying the discount asrequired in Rule III B 2 above; and
 8. procedures by which a nonaffiliated entity may request a comparableoffer.
 A utility that provides an affiliate a discounted rate, rebate, or other waiver of acharge or fee associated with services provided by the utility shall maintain, for each
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 billing period, the following information:
 9. the name of the entity being provided services provided by the utility inthe transaction;
 10. the affiliate’s role in the transaction (i.e., shipper, marketer, supplier,seller);
 11. the duration of the discount or waiver;12. the maximum rate;13. the rate or fee actually charged during the billing period; and14. the quantity of products or services scheduled at the discounted rate
 during the billing period for each delivery point.
 All records maintained pursuant to this provision shall also conform to FERC ruleswhere applicable.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. See Compliance Plan for Rule III.B.1. for a descriptionof where different types of transactions are posted. Pacific Gas and ElectricCompany interprets 24 hours in this context to mean one business day.
 Pacific Gas and Electric Company interprets this Rule as not requiring theposting of vendor discounts associated with joint purchases otherwisepermissible under Rule V. D., since such discounts are not associated withservices provided by the utility and are not available to other marketparticipants.
 See also Compliance Plan for Rule III.B.2.
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 IV. Disclosure and Information
 A. Customer Information: A utility shall provide customer information to itsaffiliates and unaffiliated entities on a strictly non-discriminatory basis,and only with prior affirmative customer written consent.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Departments whose employees have access to customerinformation (such as Customer Care or similar) have discrete policies whichprohibit provision of customer information to any person or entity, except thecustomer, without that customer’s prior written consent. The use of PacificGas and Electric Company’s Standard Customer Release Information Form oran equivalent written consent is mandatory, except for any case where PacificGas and Electric Company has received a subpoena which requires therelease of information, or as required under Section 588 of the CaliforniaPublic Utilities Code. See also Compliance Plan for Rule III.E.5, above.
 Pursuant to resolution E-3540, Pacific Gas and Electric Company posts on itsInternet site transactions where customer information was released to anaffiliate. These postings will not include customer-specific information oridentification.
 Pacific Gas and Electric Company’s Standards for Personal Conduct andBusiness Decisions -- Corporate Policy Handbook provides that employeesmay not use or disclose confidential or proprietary information acquiredduring employment. Pacific Gas and Electric Company monitors compliancewith this policy as to employees who transfer to affiliates by means of a“departing employee checklist.” [See Attachment F for an illustration.]
 Pacific Gas and Electric Company interprets this rule to permit Pacific Gasand Electric Company to provide taxpayer (customer) information to thoseCalifornia cities and counties where Pacific Gas and Electric Company isrequired to collect a utility users tax as part of the monthly energy bill. Thisinformation is provided for the exclusive use of the taxing authority to permitthe local tax administrator to confirm the tax status of individual customersand to audit the tax collections by Pacific Gas and Electric Company.
 Pacific Gas and Electric Company has put in place dialog boxes which willappear to persons attempting to access electronic customer information.These boxes will contain the following message, “Only authorized personnelmay access confidential utility information. If you are not a utility employee
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 performing utility work, a holding company employee, or do not have prior writtenauthorization, do not continue. If you have questions about this rule, send an emailinquiry to [email protected]”, or words to that effect.
 B. Non-Customer Specific Non-Public Information: A utility shall make non-customer specific non-public information, including but not limited toinformation about a utility’s natural gas or electricity purchases, sales, oroperations or about the utility’s gas-related goods or services, electricity-related goods or services, available to the utility’s affiliates only if theutility makes that information contemporaneously available to all otherservice providers on the same terms and conditions, and keeps theinformation open to public inspection. Unless otherwise provided by theseRules, a utility continues to be bound by all Commission-adopted pricingand reporting guidelines for such transactions. Utilities are also permittedto exchange proprietary information on an exclusive basis with theiraffiliates, provided the utility follows all Commission-adopted pricing andreporting guidelines for such transactions, and it is necessary to exchangethis information in the provision of the corporate support servicespermitted by Rule V E below. The affiliate’s use of such proprietaryinformation is limited to use in conjunction with the permitted corporatesupport services, and is not permitted for any other use. Nothing in thisRule precludes the exchange of information pursuant to D.97-10-031.
 Pacific Gas and Electric Company has procedures in place to implement thisRule.
 Pacific Gas and Electric Company currently has in place procedures (seeAttachment E) which implement CPUC-adopted pricing and reportingguidelines. A memorandum was issued by the Senior VP and GeneralCounsel to all employees of PG&E Corporation and its subsidiaries governedby these Rules directing them to comply with the provisions of this Rule.Pacific Gas and Electric Company interprets this Rule to exclude informationwhich an employee might otherwise legally disclose to others aftertermination of employment. A summary of individual transactions withaffiliates will be contemporaneously posted on the Pacific Gas and ElectricCompany Internet site which is available to all market participants.
 Pacific Gas and Electric Company further interprets this Rule as follows:
 This Rule permits the exchange of public information.
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 This rule permits the exclusive exchange of non-public information, ifit is necessary to exchange this non-public information in the provisionof permitted corporate support services under Rule V.E.
 This rule permits the exclusive exchange of non-public information if itis provided as part of a Rule VII. non-tariffed service offered to allmarket participants.
 Non-public utility information, not required for the provision of permittedcorporate support services, such as information about a utility’s natural gasor electricity purchases, sales, or operations or about the utility’s gas relatedgoods or services, electricity related goods or services, will only be shared if itis contemporaneously made available to all other service providers on thesame terms and conditions, and is open to public inspection. Information willbe exchanged in accordance with Commission pricing and reportingrequirements.
 Affiliate confidential or proprietary information shared with the utility inconnection with the provision of corporate governance or corporate supportservices will not be made contemporaneously available to other serviceproviders.
 C. Service Provider Information:
 1. Except upon request by a customer or as otherwise authorized by theCommission, or approved by another governmental body, a utility shallnot provide its customers with any list of service providers, whichincludes or identifies the utility’s affiliates, regardless of whether suchlist also includes or identifies the names of unaffiliated entities. Autility shall submit lists approved by other governmental bodies in thefirst semi-annual advice letter filing referenced in Rule IV.C.2 followingsuch approval, but may provide customers with such lists pendingaction on the advice letter.
 2. If a customer requests information about any affiliated service provider,the utility shall provide a list of all providers of gas-related, electricity-related, or other utility-related goods and services operating in itsservice territory, including its affiliates. The Commission shallauthorize, by semi-annual utility advice letter filing, and either theutility, the Commission, or a Commission-authorized third partyprovider shall maintain on file with the Commission a copy of the mostupdated lists of service providers which have been created to
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 disseminate to a customer upon a customer’s request. Any serviceprovider may request that it be included on such list, and, barringCommission direction, the utility shall honor such request. Wheremaintenance of such list would be unduly burdensome due to thenumber of service providers, subject to Commission approval by adviceletter filing, the utility shall direct the customer to a generally availablelisting of service providers (e.g., the Yellow Pages). In such cases, no listshall be provided. If there is no Commission-authorized list available,utilities may refer customers to a generally available listing of serviceproviders (e.g., the Yellow Pages.) The list of service providers shouldmake clear that the Commission does not guarantee the financialstability or service quality of the service providers listed by the act ofapproving this list.
 Pacific Gas and Electric Company interprets this Rule to allow the utility toprovide lists of service providers, whether or not requested by a customer: (1)which lists do not contain the name of an affiliate of the utility (i.e., glazingcontractors); or (2) which have been authorized or approved to be given bythe Commission.
 Effective June 9, 1999 the Commission approved Pacific Gas and ElectricCompany’s Advice Letter 2149-G/1868-E which included lists containingaffiliates. Advice Letter 2775-G/2924-E dated November 1, 2006 was the latestupdated lists offered by Pacific Gas and Electric Company which does notcontain affiliates.
 Consistent with D.99-05-034 Pacific Gas and Electric Company will inform allcallers complaining about an ESP (including affiliates) that they should callthe ESP directly, or call the Commission’s complaint telephone number. Ifthe caller complaining about the ESP does not have the ESP’s phone number,the utility will provide the caller with the ESP’s telephone number. This shallinclude the telephone number of an affiliate if the affiliate is the ESP that thecaller is complaining about.
 D. Supplier Information: A utility may provide non-public information anddata which has been received from unaffiliated suppliers to its affiliates ornon-affiliated entities only if the utility first obtains written affirmativeauthorization to do so from the supplier. A utility shall not actively solicitthe release of such information exclusively to its own affiliate in an effortto keep such information from other unaffiliated entities.
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 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule.
 A memorandum was issued by the Senior VP and General Counsel to allemployees of PG&E Corporation and its subsidiaries governed by these Rules.This memorandum directed utility employees not to provide non-publicinformation and data received from unaffiliated suppliers to its affiliates ornon-affiliated entities without first obtaining the supplier’s affirmative writtenauthorization, and directed them not to actively solicit the release of suchinformation in accordance with the rule. Pacific Gas and Electric Companydoes not interpret this Rule to apply to information about suppliers withwhom affiliates may jointly purchase goods and services with the utility underRule V.D.
 E. Affiliate-Related Advice or Assistance: Except as otherwise provided inthese Rules, a utility shall not offer or provide customers advice orassistance with regard to its affiliates or other service providers.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule.
 A memorandum was issued by the Senior VP and General Counsel to allemployees of PG&E Corporation and its subsidiaries governed by theseRules. This memorandum directed utility employees not to offer or providecustomers advice or assistance regarding affiliates or other service providersin violation of this Rule.
 Pacific Gas and Electric Company does not interpret this Rule as prohibitingcommunications with customers to explain bundled utility distributionservice, virtual direct access, direct access tariffs or other Pacific Gas andElectric Company tariffs or gas or electric rules, or to provide general advice.
 The tracking and reporting of ESP complaint information, and providingESP’s telephone numbers or the Commission’s complaint telephone numberunder the circumstances described in D.99-05-034 are permitted.
 See also Compliance Plan for Rule III.E.2, above.
 F. Record-Keeping: A utility shall maintain contemporaneous recordsdocumenting all tariffed and non-tariffed transactions with its affiliates,including but not limited to, all waivers of tariff or contract provisions and
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 all discounts. A utility shall maintain such records for a minimum of threeyears and longer if this Commission or another government agency sorequires. The utility shall make such records available for third partyreview upon 72 hours’ notice, or at a time mutually agreeable to the utilityand third party.
 If D.97-06-110 is applicable to the information the utility seeks to protect,the utility should follow the procedure set forth in D.97-06-110, except thatthe utility should serve the third party making the request in a manner thatthe third party receives the utility’s D.97-06-110 request for confidentialitywithin 24 hours of service.
 Pacific Gas and Electric Company has in place procedures which implementthis Rule. Pacific Gas and Electric Company has an electronic database whichrecords DASRs and related direct access implementation activities conductedbetween Pacific Gas and Electric Company and ESPs, including its affiliates.Pacific Gas and Electric Company has electronic bulletin boards to maintainrecords of discounts (see Compliance Plan for Rule III.F., above), policiesrequiring the mechanism of record keeping for all tariff or contractprovisions, and corporate policies for document retention.
 Pacific Gas and Electric Company has issued a written policy to allappropriate officers and managers for dissemination to employees which:
 (1) requires the use of a daily time and activity record (DTR)2, which shallbe filled out by each utility employee for each day or for each affiliatetransaction in which that employee took part. In the case oftransactions that may cover a period of time, employees will only berequired to submit one DTR for the transaction. The employee shallmaintain additional records regarding the transaction which shall beavailable to the C&E department upon request. The DTR shall includea summary of the transaction along with a note of who participatedfrom the affiliates and utility. Each record, except where thetransaction noted in that record was subject to legal privilege, shouldbe delivered to the C&E department as soon as practicable. Where thetransaction recorded was subject to legal privilege, the record shall be
 2 See Attachment G for an illustration.
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 electronically transmitted or delivered in hard copy to a file created forthis purpose. The C&E department shall ensure that postings to thePacific Gas and Electric Company Internet site are made as required.;
 (2) requires C&E to centralize and maintain such records not already keptin a location accessible to C&E;
 All requests to review transactions under this Rule must be submitted inwriting to:
 Pacific Gas and Electric CompanyCompliance and Ethics Department (C&E)77 Beale StreetP.O. Box 770000 Mail Code B28KSan Francisco, CA 94177
 Summaries of individual transactions will be made available to third partiesfor review. The summary will contain sufficient information for the thirdparty to determine that the subject matter of the transaction was permittedand the cost if any. If an affiliate was charged for a document or informationa third party will be charged the same amount if they request the samedocument or information. Third parties will not be granted access to anyconfidential customer information that may have been properly provided toan affiliate without also obtaining prior written authorization of thecustomer. Third parties will not be granted access to any confidential orproprietary affiliate information that was shared with the utility or to anynon-public information shared with an affiliate as part of providing apermitted corporate support service.
 Pacific Gas and Electric Company interprets 72 hours to mean that theinformation must be available by the third business day following the requestand 24 hours to be one business day. Contemporaneous shall mean monthlyfor billings and other transactions between Pacific Gas and Electric Companyand its affiliates that are recorded on a monthly basis. Summaries will bemade available following the monthly closing of accounts.
 G. Maintenance of Affiliate Contracts and Related Bids: A utility shallmaintain a record of all contracts and related bids for the provision ofwork, products or services to and from the utility to its affiliates for no lessthan a period of three years, and longer if this Commission or anothergovernment agency so requires.
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 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Pacific Gas and Electric Company has issued a policy toall utility officers and managers for dissemination to all utility employees,and to the CEOs of each affiliate for dissemination to all employees of thataffiliate, which will implement this Rule.
 H. FERC Reporting Requirements: To the extent that reporting rules imposedby the FERC require more detailed information or more expeditiousreporting, nothing in these Rules shall be construed as modifying the FERCrules.
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 V. Separation
 A. Corporate Entities: A utility and its affiliates shall be separate corporateentities.
 Pacific Gas and Electric Company is in compliance with this Rule. Eachaffiliate maintains its own Board of Directors, officers, and books of accounts.Consistent with Pacific Gas and Electric Company’s holding companyapplication, A.95-10-024, which was approved by the Commission in D. 96-11-017, Pacific Gas and Electric Company and its affiliates are separatecorporate entities.
 B. Books and Records: A utility and its affiliates shall keep separate booksand records.
 1. Utility books and records shall be kept in accordance with applicableUniform System of Accounts (USOA) and Generally AcceptedAccounting Procedures (GAAP).
 Pacific Gas and Electric Company is in compliance with this Rule. PG&ECorporation’s financial statements, and Pacific Gas and Electric Company’sfinancial statements and annual FERC report, are audited for compliancewith GAAP by independent accountants on an annual basis
 2. The books and records of affiliates shall be open for examination by theCommission and its staff consistent with the provisions of PublicUtilities Code Section 314.
 The books and records of Pacific Gas and Electric Company’s affiliates areopen for examination by the Commission and its staff consistent with theprovisions of Public Utilities Code Section 314.
 C. Sharing of Plant, Facilities, Equipment or Costs: A utility shall not shareoffice space, office equipment, services, and systems with its affiliates, norshall a utility access the computer or information systems of its affiliates orallow its affiliates to access its computer or information systems, except tothe extent appropriate to perform shared corporate support functionspermitted under Section V E of these Rules. Physical separation requiredby this rule shall be accomplished preferably by having office space in aseparate building, or, in the alternative, through the use of separate
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 elevator banks and/or security-controlled access. This provision does notpreclude a utility from offering a joint service provided this service isauthorized by the Commission and is available to all non-affiliated serviceproviders on the same terms and conditions (e.g., joint billing servicespursuant to D.97-05-039).
 Pacific Gas and Electric Company has adequate plans in place to implementthis Rule. As of the date of this Compliance Plan no affiliate employees arelocated in utility space.
 D. Joint Purchases: To the extent not precluded by any other Rule, the utilitiesand their affiliates may make joint purchases of good and services, but notthose associated with the traditional utility merchant function. For purposeof these Rules, to the extent that a utility is engaged in the marketing of thecommodity of electricity or natural gas to customers, as opposed to themarketing of transmission and distribution services, it is engaging inmerchant functions. Examples of permissible joint purchases include jointpurchases of office supplies and telephone services. Examples of jointpurchases not permitted include gas and electric purchasing for resale,purchasing of gas transportation and storage capacity, purchasing ofelectric transmission, systems operations, and marketing. The utility mustinsure that all joint purchases are priced, reported, and conducted in amanner that permits clear identification of the utility and affiliate portionsof such purchases, and in accordance with applicable Commissionallocation and reporting rules.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. A memorandum was issued by the Senior VP andGeneral Counsel to all employees of PG&E Corporation and its subsidiariesgoverned by these Rules stating that joint purchases with affiliates of goodsand services associated with the traditional merchant function are notpermitted.
 Pacific Gas and Electric Company will continue its current practice of makingjoint purchases of goods and services other than those associated with thetraditional utility merchant function. C&E has created and will maintain andcirculate a list of permitted joint purchases [See Attachment H] and willmonitor compliance. Pacific Gas and Electric Company’s AffiliatedCompany Transactions Procedures require that purchases of materials orservices on behalf of an affiliate must be reported to the Affiliate Accounting
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 Section in the Management Reporting Department, and the cost thereof mustbe charged to the appropriate intercompany order.
 E. Corporate Support: As a general principle, a utility, its parent holdingcompany, or a separate affiliate created solely to perform corporate supportservices may share with its affiliates joint corporate oversight, governance,support systems and personnel. Any shared support shall be priced,reported and conducted in accordance with the Separation and InformationStandards set forth herein, as well as other applicable Commission pricingand reporting requirements.
 As a general principle, such joint utilization shall not allow or provide ameans for the transfer of confidential information from the utility to theaffiliate, create the opportunity for preferential treatment or unfaircompetitive advantage, lead to customer confusion, or create significantopportunities for cross-subsidization of affiliates. In the compliance plan, acorporate officer from the utility and holding company shall verify theadequacy of the specific mechanisms and procedures in place to ensure theutility follows the mandates of this paragraph, and to ensure the utility isnot utilizing joint corporate support services as a conduit to circumventthese Rules.
 Examples of services that may be shared include: payroll, taxes,shareholder services, insurance, financial reporting, financial planning andanalysis, corporate accounting, corporate security, human resources(compensation, benefits, employment policies), employee records,regulatory affairs, lobbying, legal, and pension management.
 Examples of services that may not be shared include: employee recruiting,engineering, hedging and financial derivatives and arbitrage services, gasand electric purchasing for resale, purchasing of gas transportation andstorage capacity, purchasing of electric transmission, system operations,and marketing.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. The provision of corporate support services will notprovide a means for the transfer of confidential non-public utility informationfrom the utility to an affiliate that would create the opportunity forpreferential treatment or unfair competitive advantage, lead to customerconfusion, or create significant opportunities for cross-subsidization of
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 affiliates. Any non-public information exchanged will be exchanged inaccordance with Rule IV.B.
 Pacific Gas and Electric Company’s Affiliated Company TransactionsProcedures state that the portion of the fully-loaded costs of shared corporateservices which benefits PG&E Corporation and/or affiliates shall be chargedto PG&E Corporation and/or affiliates. On a monthly basis, the AffiliateAccounting section of the Management Reporting Department charges PG&ECorporation for its allocated share of the costs of corporate services providedby Pacific Gas and Electric Company. In addition, Pacific Gas and ElectricCompany corporate services employees charge time spent directly on holdingcompany or affiliate matters to the holding company or affiliates by reportingthe time spent on these matters. PG&E Corporation shall also be entitled tocharge Pacific Gas and Electric Company for services and support it providesto Pacific Gas and Electric Company.
 For the purposes of this Rule, Pacific Gas and Electric Company considersthat shared services include, but are not limited to:
 use of financial and cash management and payroll systems software
 payroll advice and services, including printing and distribution ofpaychecks
 corporate budget preparation and monitoring
 corporate communications, public relations, and charitable contributions
 tax advice and services
 treasury functions
 shareholder services
 consolidated business planning (other than market analyses)
 financial services such as -accounts payableaccountingbanking services not including customer transactionscash management
 planning, analysis, negotiation and workout (e.g. analytical supportfor various subsidiary projects and for long-range planning)
 risk management (which includes approval of and monitoringcompliance with policies and procedures; each subsidiary has itsown risk management committee to manage its hedging, financialderivative, hedging and arbitrage activities as they relate to energyproducts; the holding company in its oversight role may also
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 review and approve certain transactions involving the utility or theaffiliates)
 reporting
 internal auditing
 insurance advice, services, and procurement
 state, federal, and local lobbying and regulatory affairs
 analysis of regulatory or legislative actions
 legal services and support
 legal and regulatory compliance, including affiliate transactions rulescompliance
 computer, telecommunications, and technical systems support andmaintenance (Utility employees may have access to affiliate systems whileproviding support and maintenance on those systems. Utility supportmay include Internet routing. Affiliate employees will only be allowed toprovide support and maintenance for the utility if they will not haveaccess to any non-public utility information contained in a computer orinformation system, e.g. limited hardware maintenance or softwaredevelopment.)
 human resources planning and development services, includingsuccession planning
 compensation and benefit services and plan procurement andmanagement
 pension management
 development, interpretation, and application of employment policies
 creation and maintenance of employee records
 limited day or overnight use of Pacific Gas and Electric Company meetingrooms or facilities (Rule II.B. affiliate employees would only be inattendance if their presence was necessary to perform shared corporatesupport functions and they had been invited by the entity hosting themeeting.)3
 printing of documents for permitted shared services and corporatesupport functions
 3 Goods or services which are provided under Rule VII will be provided to affiliates on thesame terms and conditions as they are provided to other market participants.
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 Attachment I explains how the corporate communications and publicrelations are shareable and the procedures in place to prevent abuse of theseservices to circumvent the Affiliate Rules.
 Pacific Gas and Electric Company considers that financial, accounting, andpurchasing systems are included within sharable support systems. Affiliateemployees sharing support systems with the utility will not be granted accessto any confidential utility information contained within those systems.
 Pacific Gas and Electric Company will continue to provide a “hotlink” fromits Internet site to that of PG&E Corporation. There will be no “hotlinks”from the Pacific Gas and Electric Company Internet site to affiliate Internetsites.
 F. Corporate Identification and Advertising:
 1. A utility shall not trade upon, promote, or advertise its affiliate’saffiliation with the utility, nor allow the utility name or logo to be usedby the affiliate or in any material circulated by the affiliate, unless itdiscloses in plain legible4 or audible language, on the first page or atthe first point where the utility name or logo appears that:
 a. the affiliate “is not the same company as [i.e. Pacific Gas andElectric Company, Edison, the Gas Company, etc.], the utility,”;
 b. the affiliate is not regulated by the California Public UtilitiesCommission; and
 c. “you do not have to buy [the affiliate’s] products in order tocontinue to receive quality regulated services from the utility.”
 4“Legible” in the context of printed materials as it relates to Rule V. F., means that thedisclaimer must be sized and displayed commensurate with the “signature” (i.e., the logo orname identification), so that the disclaimer is the larger of (a) ½ the size of the type which firstdisplays the name or logo, or (b) 6 point type, and is positioned so that the reader will naturallyfocus on the disclaimer as easily as the “signature.” The disclaimer shall not be displayedupside down, sideways, in a different language, or in any other way which would have theeffect of minimizing its appearance
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 The application of the name/logo disclaimer is limited to the use of thename or logo in California.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule.
 1. See Attachment B.
 2. Pacific Gas and Electric Company does not interpret this Rule to coversituations where individuals unaffiliated with Pacific Gas and ElectricCompany, its affiliates, and PG&E Corporation, remove the requireddisclaimers from materials circulated by affiliates or fail to include thedisclaimer after being so notified by us.
 3. Use of disclaimer on envelopes. The disclaimer will either be included onthe first page of the materials within an envelope or on the envelope.
 4. Pacific Gas and Electric Company in all cases interprets and applies thisRule to written material circulated in California by an affiliate for whichpotential customers of the affiliate are the intended or reasonably foreseeablerecipients. The rules are interpreted to also require the disclaimer to be usedon technical and operational correspondence, and billing and invoices, with anexisting customer.
 Communications to procure goods and services from suppliers, to recruitemployees, and other types of communications to California audiences otherthan regulators, governmental entities, and security holders and othermembers of the investment community, will bear disclaimers. Oralcommunications, unless recorded and distributed for broadcast, will notinclude disclaimers. Communications or documents which originate with asupplier, vendor or other third party will not be required to include thedisclaimer.
 5. The Rules are interpreted to require the use of the disclaimer on all signs,banners or posters on which Pacific Gas and Electric Company affiliates usethe name or logo at trade shows, conferences, fairs or similar events inCalifornia. In addition, all printed marketing and promotional items, such asbusiness cards and marketing publications distributed at these events by anaffiliate, will bear the appropriate disclaimer in the required font size, if they
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 include the name or logo. If financial documents are distributed, such as thePG&E Corporation Annual Report or 10-K, they do not require the disclaimer.
 6. Pacific Gas and Electric Company interprets the geographic limitationon this Rule to mean the disclaimer is only required where a Californiacustomer is the intended or reasonably foreseeable recipient of thecommunication. Thus, for communications originating outside Californiathe disclaimer will appear only when California locations are targeted.Communications directed to customers outside of California will not bearthe disclaimers.
 7. Pacific Gas and Electric Company interprets the Rules to permit jointparticipation in trade shows, conferences, fairs and similar events outsideCalifornia. The rules are interpreted as not requiring the use of the name/logodisclaimer on signs, banners, posters or printed marketing material at theseout of state events.
 8. Affiliate business cards containing either the name “PG&E” or the spotlightlogo used by the utility will bear a disclaimer if they are distributed inCalifornia or to California customers.
 In an effort to adhere to the spirit of this Rule and to maintain the meaning ofthe Commission’s language while shortening it so it can be more easily read,noticed and understood by customers, Pacific Gas and Electric Company hasprepared the following consolidated disclaimers. The first disclaimer will begenerally used by all affiliates except those which are regulated by the FederalEnergy Regulatory Commission or another agency, and therefore cannotappropriately employ the language proposed in the April 1998 amendment tothe compliance plan, which would describe them as an "unregulatedsubsidiary of PG&E Corporation."
 All business cards of affiliates will include one of the two followingdisclaimers on the face of the cards if they are distributed in California or toCalifornia customers. Generally affiliates which are not regulated by theFederal Energy Regulatory Commission or other agency, will bear thefollowing consolidated disclaimer on the face:
 ‘[Affiliate] is an unregulated subsidiary of PG&E Corporation. (see back)’
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 Those affiliates that do not use the above consolidated disclaimer on the faceof their business cards will use the following consolidated disclaimer:
 ‘[Affiliate] is not the same company as Pacific Gas and Electric Company,the regulated utility. (see back)’
 The full disclaimers will appear on the back of all affiliate business cardsdistributed in California or to California customers.
 The examples below contain the approximate type size ordered by theCommission in D.98-11-027.
 xxx Street Name, Room xxAny City, State Name, xxxxxMailing Address
 PO Box xxxxxAny City, State Name, xxxxx
 Employee NameTitleDepartment
 123.456.4741Fax 123.456.7890Internet [email protected]
 PG&E Energy Services is an unregulated subsidiary of PG&ECorporation. (see back)
 xxx Street Name, Room xxAny City, State Name, xxxxxMailing Address
 PO Box xxxxxAny City, State Name, xxxxx
 Employee NameTitleDepartment
 123.456.4741Fax 123.456.7890Internet [email protected]
 PG&E Gas Transmission is not the same company as Pacific Gasand Electric Company, the regulated utility. (see back)
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 PG&E [Affiliate] is not the same company as Pacific Gasand Electric Company, the utility; PG&E [Affiliate] is notregulated by the California Public Utilities Commission;and you do not have to buy PG&E [Affiliate] products inorder to continue to receive quality regulated servicesfrom the utility.
 9. Promotional items and other tangible objects distributed by affiliates inCalifornia will bear the full disclaimer. Due to the small size or irregularshape of some promotional items (e.g., golf tees, lapel pins), the affiliate willdisplay the disclaimers on packaging materials such that the disclaimers willbecome visible to the customer at the same time or before the name or logodoes. The Rules are interpreted as not requiring a disclaimer on promotionalitems and other tangible objects distributed outside California.
 Listed below are examples of promotional items which may be distributed tocustomers in California by the affiliates. These promotional items, and futuresimilar promotional items, will have the disclaimer on a label on the item oron packaging surrounding the item.
 Package of golf tees
 Flashlights and squeeze lights
 Box of three golf balls
 Clocks
 Notepad blocks of paper
 Lucite cubes
 Beanie animals
 Key chain knives
 Ink pens or mechanical pencils
 Coffee cups or mugs
 Bottles of wine
 Plastic night lights
 Foam rubber light bulbs
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 Fanny packs, sacks or tote bags
 T-shirts
 Polo shirts
 Caps and hats
 In all cases the disclaimer used will be printed legibly in 6 point font, or larger.A larger font will be used whenever required to meet the ½ font size legibilitystandard.
 10. Use of the disclaimer for direct mail marketing. The Rules are interpretedto require the use of the disclaimer on either the envelope or the first sheet ofthe first item in the envelope which uses the name or logo, for direct mail sentto California addresses. The disclaimer will be legible, printed in the samedirection as the other material on the page, and be no smaller than the largerof (a) ½ of the size of the font used in printing the name that accompanies thelogo, or (b) 6 point type. Pacific Gas and Electric Company interprets theRules not to require printing the disclaimer on every page, on otherattachments in a direct mail package.
 11. Authorized use of the name/logo by third parties. If an affiliate authorizesthe use of the name or logo by a third party within California for the purposeof advertising or marketing of the affiliate’s products and services, use of thename or logo will be conditioned on the use of the appropriate disclaimer.The affiliate will take prompt action upon discovery of unauthorized orinappropriate use of the name or logo in the marketing or advertising ofproducts and services by a third party, to stop the unauthorized orinappropriate use. Unauthorized use by a third party will not be considered aviolation. Other third party uses of the name or logo are not required toinclude the disclaimer.
 12. Affiliate Press Releases. In the spirit of the Rules, affiliate press releases tothe media within California, or where California customers are the primaryaudience for a wire service press release, will include the following or similarinstructions to the media:
 Please do not use “Pacific Gas and Electric” or “PG&E” whenreferring to [affiliate name]. [Affiliate Name] is not the samecompany as Pacific Gas and Electric Company and is not regulatedby the California Public Utilities Commission and customers ofPacific Gas and Electric Company do not have to purchase
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 products or services from [affiliate name] to continue receivingquality regulated service from Pacific Gas and Electric Company.
 13. PG&E Corporation Press Releases. PG&E Corporation press releases areonly required to include the disclaimer if they mention an affiliate using thePG&E name and the products and services offered for sale by the affiliateusing the PG&E name.
 14. Media interviews and inquiries. In the spirit of the Rules, representativesof the affiliates interviewed by the press within California, or where theresulting article is likely to appear in California, will remind new mediarepresentatives, who are or may be unfamiliar with the relationship betweenPacific Gas and Electric Company and its affiliates, prior to the interview orinquiry either orally or in writing that the affiliate is separate from Pacific Gasand Electric Company, the regulated utility, and caution them to use the fullname of the affiliate, and not to refer to the affiliate as PG&E or Pacific Gasand Electric Company. The Rules are interpreted as not requiring the affiliaterepresentative to recite the disclaimer during the interview.
 15. Use of the disclaimer in building signage. The Rules are interpreted toallow normal signage on the outside of buildings owned or utilized by theaffiliates in California, without use of the disclaimer on the signage. Normalsignage is limited to the company name, logo and address, and has theprimary purpose of identifying the business location. The Rules areinterpreted to require the disclaimer on any disproportionately large sign,such as a billboard.
 16. Institutional Advertising by PG&E Corporation. PG&E Corporation, mayfrom time to time communicate with the public and security holders using,among other media, paid print or broadcast media advertising. PG&ECorporation does not sell products or services and does not have a marketingfunction, therefore Pacific Gas and Electric Company interprets the rules asnot requiring the use of the disclaimer in such communications because of theinvestor relations nature of the communications and the non-affiliate status ofthe communicating entity.
 Similarly, Pacific Gas and Electric Company interprets the rules to allowinstitutional or “brand” advertising by PG&E Corporation in Californiawithout inclusion of the disclaimer, provided that:
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 (1) PG&E Corporation does not exploit the connection of Pacific Gas andElectric Company with the holding company’s unregulated subsidiaries.However, it is appropriate for PG&E Corporation to include factualcharacteristics of the consolidated group in an overall description ofPG&E Corporation; and
 (2) The advertisement does not identify the affiliates by name or logo.
 Institutional or “brand” advertising is defined as paid advertising whichcommunicates generally to the reader but does not communicate regardingany specific product or service and call the reader to engage in a transactionbased on the advertisement. This type of advertising is commonly undertakenby major corporations with diverse operating affiliates.
 PG&E Corporation’s paid advertising in California which identifies theunregulated affiliates by name will make it clear that these services areperformed by the affiliates, and will include the disclaimer in size and typerequired by the Commission.
 17. The disclaimer is not required on communications with governmentalbodies, where the parties involved either know or should have reason toknow, the legal status of the interrelationship of the utility and affiliates, andthe communications are not related to product and service sales. Thesituations included in this item include financial reports to security holdersand other members of the investment community, legal or regulatoryproceedings, written communications with governmental bodies regardingactual or proposed legislation, and written communications to federal, state ormunicipal agencies which relate to an agency requirement or power (otherthan the power of the agency to buy products and services).
 18. The disclaimer is not required on internal written communicationsbetween the holding company, the utility, and any of the affiliates covered bythe Rules, provided that the internal communications are not also sent to thirdparties outside of the company.
 2. A utility, through action or words, shall not represent that, as a result ofthe affiliate’s affiliation with the utility, its affiliates will receive anydifferent treatment than other service providers.
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 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. A memorandum was issued by the Senior VP andGeneral Counsel to all of PG&E Corporation employees and its subsidiariesgoverned by these Rules setting forth the requirements in this Rule.
 3. A utility shall not offer or provide to its affiliates advertising space inutility billing envelopes or any other form of utility customer writtencommunication unless it provides access to all other unaffiliated serviceproviders on the same terms and conditions.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. A memorandum was issued by the Senior VP andGeneral Counsel to all employees of PG&E Corporation and its subsidiariesgoverned by these Rules setting forth the requirements in this Rule.
 4. A utility shall not participate in joint advertising or joint marketingwith its affiliates. This prohibition means that utilities may not engagein activities which include, but are not limited to the following:
 a. A utility shall not participate with its affiliates in joint sales calls,through joint call centers or otherwise, or joint proposals(including responses to requests for proposals (RFPs)) to existingor potential customers. At a customer’s unsolicited request, autility may participate, on a nondiscriminatory basis, in non-salesmeetings with its affiliates or any other market participant todiscuss technical or operational subjects regarding the utility’sprovision of transportation service to the customer;
 b. Except as otherwise provided for by these Rules, a utility shall notparticipate in any joint activity with its affiliates. The term “jointactivities” includes, but is not limited to, advertising, sales,marketing, communications and correspondence with any existingor potential customer;
 c. A utility shall not participate with its affiliates in trade shows,conferences, or other information or marketing events held inCalifornia.
 Pacific Gas and Electric Company has adequate procedures in place toimplement these Rules. A memorandum was issued by the Senior VP and

Page 96
						

PACIFIC GAS and ELECTRIC COMPANYAFFILIATE RULES COMPLIANCE PLAN
 for Rules adopted in D.97-12-088, D.98-08-035, and D.98-11-027
 12/06 Section V39
 General Counsel to all employees of PG&E Corporation and its subsidiariesgoverned by these Rules setting forth the requirements in this Rule.
 Pacific Gas and Electric Company interprets this Rule as permitting PacificGas and Electric Company’s participation, at a customer’s request and on anon-discriminatory basis, at a meeting the customer has not indicated to be a“sales meeting,” and at which an affiliate is also present. If Pacific Gas andElectric Company attends such a meeting and sales matters are discussed,Pacific Gas and Electric Company’s role will be limited to technical oroperational information regarding the utility’s provision of service to thecustomer. Utility employees will not participate in any discussion of anyprohibited topic when an affiliate employee is present. Should a prohibitedtopic arise in such a meeting, utility employees are instructed to eitherrequest that parties refrain from discussing the prohibited topic while theyare present or leave the meeting until the discussion of the prohibited topichas concluded. Pacific Gas and Electric Company does not interpretattending such a meeting, or a trade show, conference, or other publicmarketing event where Pacific Gas and Electric Company and affiliateattendance is not coordinated, to be a reportable transaction under theseRules or the rules in D.93-02-019.
 Pacific Gas and Electric Company interprets the rules to permit jointparticipation in trade shows, conferences, fairs and similar events outsideCalifornia.
 5. A utility shall not share or subsidize costs, fees, or payments with itsaffiliates associated with research and development activities orinvestment in advanced technology research.
 Pacific Gas and Electric Company has adequate procedures in place toimplement these Rules.
 See Attachment B.
 G. Employees:
 1. Except as permitted in Section V E (corporate support), a utility and itsaffiliates shall not jointly employ the same employees. This Ruleprohibiting joint employees also applies to Board Directors andcorporate officers, except for the following circumstances: In instanceswhen this Rule is applicable to holding companies, any board member
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 or corporate officer may serve on the holding company and with eitherthe utility or affiliate (but not both). Where the utility is a multi-stateutility, is not a member of a holding company structure, and assumesthe corporate governance functions for the affiliates, the prohibitionagainst any board member or corporate officer of the utility also servingas a board member or corporate officer of an affiliate shall only apply toaffiliates that operate within California. In the case of shared directorsand officers, a corporate officer from the utility and holding companyshall verify in the utility’s compliance plan the adequacy of the specificmechanisms and procedures in place to ensure that the utility is notutilizing shared officers and directors as a conduit to circumvent any ofthese Rules. In its compliance plan required by Rule VI, the utility shalllist all shared directors and officers between the utility and affiliates.No later than 30 days following a change to this list, the utility shallnotify the Commission’s Energy Division and the parties on the servicelist of R.97-04-011/I.97-04-012 of any change to this list.
 Both because this Rule is not applicable to PG&E Corporation, which is not anaffiliate because it is not engaged in the provision of products or services asset out in Rule II.B., and because it excepts from its prohibition the corporatesupport services permitted under Rule V.E., members of the Board ofDirectors and Officers may and will continue to serve PG&E Corporation andPacific Gas and Electric Company. The following individuals are currentlyexpected to serve concurrently as Officers or Directors of Pacific Gas andElectric Company and PG&E Corporation:
 OFFICERSKing, Thomas B. SVP (PG&E Corporation); CEO (Pacific Gas and Electric Company)
 Jackson, Russell M. SVP – Human Resources (PG&E Corporation and Pacific Gas and ElectricCompany
 Johns, Christopher P. SVP – Chief Financial Officer and Treasurer (PG&E Corporation and PacificGas and Electric Company)
 Cheng, Linda Y.H. Vice President and Corporate Secretary (PG&E Corporation and Pacific Gasand Electric Company)
 Powell, G. Robert Vice President and Controller (PG&E Corporation and Pacific Gas and ElectricCompany)
 Chan, Eileen Assistant Corporate Secretary (PG&E Corporation and Pacific Gas and ElectricCompany)
 Lee, Wondy Assistant Corporate Secretary (PG&E Corporation and Pacific Gas and ElectricCompany)
 Montizambert, Eric Assistant Corporate Secretary (PG&E Corporation and Pacific Gas and ElectricCompany)
 Bijur, Nicholas M. Assistant Treasurer (PG&E Corporation and Pacific Gas and Electric Company)
 DIRECTORSAndrews, David R. Director (PG&E Corporation and Pacific Gas and Electric Company)Biller, Leslie S. Director (PG&E Corporation and Pacific Gas and Electric Company)
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 Coulter, David A. Director (PG&E Corporation and Pacific Gas and Electric Company)Cox, C. Lee Director (PG&E Corporation and Pacific Gas and Electric Company)Darbee, Peter A. Director (PG&E Corporation and Pacific Gas and Electric Company)Herringer, Maryellen C. Director (PG&E Corporation and Pacific Gas and Electric Company)Metz, Mary S. Director (PG&E Corporation and Pacific Gas and Electric Company)Rambo, Barbara L. Director (PG&E Corporation and Pacific Gas and Electric Company)Williams, Barry Lawson Director (PG&E Corporation and Pacific Gas and Electric Company)
 Further, because this Rule excepts from its prohibition the corporate supportservices permitted under Rule V.E., employees, including Officers, andmembers of the Board of Directors, fulfilling authorized corporate supportservices may be shared among PG&E Corporation and all of its subsidiaries.The following individuals are currently expected to serve concurrently asemployees, Officers or Directors of a combination of PG&E Corporation,Pacific Gas and Electric Company, and affiliates:
 King, Thomas B. President, CEO and SVP (PG&E Corporation, Pacific Gas and ElectricCompany, multiple affiliates)
 Johns, Christopher P. SVP – Chief Financial Officer and Treasurer (PG&E Corporation, PacificGas and Electric Company, multiple affiliates)
 Keenan, Jack S. SVP and VP (Pacific Gas and Electric Company and multiple affiliates)
 Powell, G. Robert Vice President and Controller (PG&E Corporation, Pacific Gas andElectric Company and multiple affiliates)
 Cheng, Linda Y.H. Vice President and Corporate Secretary (PG&E Corporation, Pacific Gasand Electric Company, multiple affiliates)
 Chan, Eileen Assistant Corporate Secretary (PG&E Corporation, Pacific Gas andElectric Company, multiple affiliates)
 Lee, Wondy S. Assistant Corporate Secretary (PG&E Corporation, Pacific Gas andElectric Company, multiple affiliates)
 Montizambert, Eric Assistant Corporate Secretary (PG&E Corporation, Pacific Gas andElectric Company, multiple affiliates)
 Bijur, Nicholas M. Assistant Treasurer (PG&E Corporation, Pacific Gas and ElectricCompany, multiple affiliates)
 Pacific Gas and Electric Company has developed specific procedures toimplement this Rule (See Introduction), to ensure that these officers andboard members are not used by Pacific Gas and Electric Company as aconduit to circumvent these Rules. Pacific Gas and Electric Company willnotify the Commission’s Energy Division and parties of the service list ofR.97-04-011/I.97-04-012 no later than 30 days following any change to thislist.
 2. All employee movement between a utility and its affiliates shall beconsistent with the following provisions:
 a. A utility shall track and report to the Commission all employeemovement between the utility and affiliates. The utility shall
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 report this information annually pursuant to our AffiliateTransaction Reporting Decision, D.93-02-019, 48 CPUC2d 163, 171-172 and 180 (Appendix A, Section I and Section II H.).
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. [See Attachment E] Pacific Gas and Electric Companywill continue to report employee movement in its Annual AffiliateTransaction Report.
 b. Once an employee of a utility becomes an employee of an affiliate,the employee may not return to the utility for a period of one year.This Rule is inapplicable if the affiliate to which the employeetransfers goes out of business during the one-year period. In theevent that such an employee returns to the utility, such employeecannot be retransferred, reassigned, or otherwise employed by theaffiliate for a period of two years. Employees transferring from theutility to the affiliate are expressly prohibited from usinginformation gained from the utility in a discriminatory or exclusivefashion, to the benefit of the affiliate or to the detriment of otherunaffiliated service providers.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule.
 A memorandum was issued by the Senior VP and General Counsel to allemployees of PG&E Corporation and its subsidiaries governed by these Rulesstating that when a utility employee transfers to an affiliate, the employeemay not return for a period of twelve months and that, if such employeereturns to the utility, the employee may not return to the same affiliate for aperiod of two years.
 Going out of business includes sale of a company or significantreorganization resulting in elimination of a function.
 Attachment J includes a copy of the written acknowledgment sent to PG&ECorporation employees and the Human Resources procedures used to informemployees of these rules.
 See also Compliance Plans for Rules III.E.5 and IV.A, above, regarding theuse of proprietary information gained from the utility.
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 c. When an employee of a utility is transferred, assigned, or otherwiseemployed by the affiliate, the affiliate shall make a one-timepayment to the utility in an amount equivalent to 25% of theemployee’s base annual compensation, unless the utility candemonstrate that some lesser percentage (equal to at least 15%) isappropriate for the class of employee included. In the limited casewhere a rank-and-file (non-executive) employee’s position iseliminated as a result of electric industry restructuring, a utility maydemonstrate that no fee or a lesser percentage than 15% isappropriate. The Board of Directors must vote to classify theseemployees as “impacted” by electric restructuring and theseemployees must be transferred no later than December 31, 1998,except for the transfer of employees working at divested plants. Inthat instance, the Board of Directors must vote to classify theseemployees as “impacted” by electric restructuring and theseemployees must be transferred no later than within 60 days after theend of the O&M contract with the new plant owners. All such feespaid to the utility shall be accounted for in a separate memorandumaccount to track them for future ratemaking treatment (i.e. creditedto the Electric Revenue Adjustment Account or the Core and Non-core Gas Fixed Cost Accounts, or other ratemaking treatment, asappropriate), on an annual basis, or as otherwise necessary to ensurethat the utility’s ratepayers receive the fees. This transfer paymentprovision will not apply to clerical workers. Nor will it apply to theinitial transfer of employees to the utility’s holding company toperform corporate support functions or to a separate affiliateperforming corporate support functions, provided that that transferis made during the initial implementation period of these rules orpursuant to a § 851 application or other Commission proceeding.However, the rule will apply to any subsequent transfers orassignments between a utility and its affiliates of all coveredemployees at a later time.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Pacific Gas and Electric Company’s Affiliated CompanyTransactions Procedures are consistent with this Rule. [See Attachment E.]This one-time fee will only be paid once for any individual employee. Forpurposes of this Rule, “clerical workers” shall be deemed to include non-professional, bargaining unit employees without specific utility-related skills.Pursuant to Pacific Gas and Electric Company’s Holding Company Decision96-11-017 and as shown in Pacific Gas and Electric Company’s June 20, 1997
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 Compliance filing, the initial staffing phase extended to July 1, 1998, and assuch the 25% fee did not apply to transfers made from Pacific Gas and ElectricCompany to PG&E Corporation on or before that date. Should Pacific Gasand Electric Company declare any employees to be “impacted” as prescribedin this Rule, the Commission will be notified by letter within 30 days of thatdecision.
 The memorandum accounts to account for the transfer fees have beenestablished as described in Advice Letter 2167-G/1891-E.
 d. Any utility employee hired by an affiliate shall not remove orotherwise provide information to the affiliate which the affiliatewould otherwise be precluded from having pursuant to these Rules.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Pacific Gas and Electric Company’s Standards forPersonal Conduct and Business Decisions – Corporate Policy Handbookprovides that employees may not use or disclose confidential or proprietaryinformation acquired during employment. Pacific Gas and Electric Companymonitors compliance with this policy as to employees who transfer toaffiliates by means of a “departing employee checklist.” See Attachment F foran illustration.
 e. A utility shall not make temporary or intermittent assignments, orrotations to its energy marketing affiliates. Utility employees notinvolved in marketing may be used on a temporary basis (less than30% of an employee’s chargeable time in any calendar year) byaffiliates not engaged in energy marketing only if:
 (i) All such use is documented, priced and reported inaccordance with these Rules and existing Commissionreporting requirements, except that when the affiliate obtainsthe services of a non-executive employee, compensation tothe utility should be priced at a minimum of the greater offully loaded cost plus 10% of direct labor cost, or fair marketvalue. When the affiliate obtains the services of an executiveemployee, compensation to the utility should be priced at aminimum of the greater of fully loaded cost plus 15% ofdirect labor cost, or fair market value.
 (ii) Utility needs for utility employees always takes priority overany affiliate requests;
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 (iii) No more than 5% of full time equivalent utility employeesmay be on loan at a given time;
 (iv) Utility employees agree, in writing, that they will abide bythese Affiliate Transaction Rules; and
 (v) Affiliate use of utility employees must be conductedpursuant to a written agreement approved by appropriateutility and affiliate officers.
 Pacific Gas and Electric Company has a procedure to allow temporary orintermittent assignments, or rotations. Attachment K describes thisprocedure. This procedure may be updated from time to time to meetoperational needs. Any update will continue to comply with therequirements of this Rule.
 H. Transfer of Goods and Services: To the extent that these Rules do notprohibit transfers of goods and services between a utility and its affiliates,and except for as provided by Rule V.G.2.e, all such transfers shall besubject to the following pricing provisions:
 This Rule does not apply to PG&E Corporation, which is not engaged in theprovision of products or services as set out in Rule II.B., and thus is not an“affiliate” under these Rules. As a result, this Rule does not supersede D.96-11-017 as to transfers from Pacific Gas and Electric Company to PG&ECorporation.5 Likewise, these Rules do not specifically address transfers ofassets, including intellectual property, so Pacific Gas and Electric Companywill continue to follow the rules adopted by D.96-11-017 in this regard.
 Attachment E contains accounting procedures consistent with these transferpricing requirements. Sales or purchases made pursuant to an opencompetitive bid where an affiliate is involved in the winning bid(s) shall betransfer priced using the appropriate rule for goods and services produced,purchased or developed for sale. The winning bid price shall be consideredfair market value.
 5 Transfer pricing between Pacific Gas and Electric Company and PG&E Corporation or non-Rule II.B. affiliates was submitted in Advice Letter 2169-G/1893-E dated July 21, 1999 andapproved by the Commission on February 2, 2000.
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 1. Transfers from the utility to its affiliates of goods and servicesproduced, purchased or developed for sale on the open market by theutility will be priced at fair market value.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Sales to an affiliate of goods and services produced,purchased, or developed for sale on the open market will be priced at theirtariff or list price, which Pacific Gas and Electric Company interprets to befair market value.
 2. Transfers from an affiliate to the utility of goods and services produced,purchased or developed for sale on the open market by the affiliateshall be priced at no more than fair market value.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. Transfers from an affiliate of goods and servicesproduced, purchased, or developed for sale on the open market will be pricedat no more than fair market value or tariff or list price, which Pacific Gas andElectric Company interprets to be fair market value.
 3. For goods or services for which the price is regulated by a state orfederal agency, that price shall be deemed to be the fair market value,except that in cases where more than one state commission regulates theprice of goods or services, this Commission’s pricing provisions govern.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. See Compliance Plan for Rule IV.H.
 4. Goods and services produced, purchased or developed for sale on theopen market by the utility will be provided to its affiliates andunaffiliated companies on a nondiscriminatory basis, except asotherwise required or permitted by these Rules or applicable law.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. A memorandum was issued by the Senior VP andGeneral Counsel to all employees of PG&E Corporation and its subsidiariesgoverned by these Rules directing them to comply with the provisions of thisRule.
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 5. Transfers from the utility to its affiliates of goods and services notproduced, purchased or developed for sale by the utility will be pricedat fully loaded cost plus 5% of direct labor cost.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule.
 See Attachment E. Transfers from the utility of goods and services notproduced, purchased or developed for sale by the utility will be priced atfully loaded cost plus 5% of direct labor cost.
 6. Transfers from an affiliate to the utility of goods and services notproduced, purchased or developed for sale by the affiliate will be pricedat the lower of fully loaded cost or fair market value.
 Pacific Gas and Electric Company has adequate procedures in place toimplement this Rule. [See Attachment E] Transfers from an affiliate to theutility of goods and services not produced, purchased or developed for saleby the affiliate will be priced at the lower of fully loaded cost or fair marketvalue. Pacific Gas and Electric Company interprets this rule in accord withRule II. B., as only applying to utility transfers with affiliates engaging in theprovision of a product using or relating to the use of gas or electricity and notto transactions with affiliates engaged in other functions such as the provisionof financial services or permitted corporate support services.
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 VI. Regulatory Oversight
 A. Compliance Plans: No later than December 31, 1997, each utility shall file acompliance plan demonstrating to the Commission that there are adequateprocedures in place that will preclude the sharing of information with itsaffiliates that is prohibited by these Rules. The utility should file itscompliance plan as an advice letter with the Commission’s Energy Divisionand serve it on the parties to this proceeding. The utility’s compliance planshall be in effect between the filing and a Commission determination ofthe advice letter. A utility shall file a compliance plan annually thereafterby advice letter served on all parties to this proceeding where there is somechange in the compliance plan (i.e., when a new affiliate has been created,or the utility has changed the compliance plan for any other reason).
 Pacific Gas and Electric Company makes this filing in compliance with thisRule. Pacific Gas and Electric Company will hereafter file a compliance planwith the CPUC annually if the plan is changed for any reason.
 B. New Affiliate Compliance Plans: Upon the creation of a new affiliatewhich is addressed by these Rules, the utility shall immediately notify theCommission of the creation of the new affiliate, as well as posting notice onits electronic bulletin board. No later than 60 days after the creation of thisaffiliate, the utility shall file an advice letter with the Energy Division ofthe Commission, served on the parties to this proceeding. The advice lettershall demonstrate how the utility will implement these Rules with respectto the new affiliate.
 Pacific Gas and Electric Company will notify the CPUC of the creation of anynew affiliate and will post notice on its electronic bulletin board. No laterthan 60 days after the creation of each new affiliate, Pacific Gas and ElectricCompany will file an advice letter with the CPUC’s Energy Division, servedon all parties to the proceeding, demonstrating how Pacific Gas and ElectricCompany will implement these Rules with respect to the new affiliate.
 C. Affiliate Audit: No later than December 31, 1998, and every year thereafter,the utility shall have audits performed by independent auditors that coverthe calendar year which ends December 31, and that verify that the utility isin compliance with the Rules set forth herein. The utilities shall file theindependent auditor’s report with the Commission’s Energy Division
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 beginning no later than May 1, 1999, and serve it on all parties to thisproceeding. The audits shall be at shareholder expense.
 Pacific Gas and Electric Company selected and hired an independent auditorto verify that the utility is in compliance with these Rules. The first audit andannually thereafter was completed and filed with the CPUC’s EnergyDivision as required. Audit reports will be served on all parties to thisproceeding. The full costs of these audits will be charged to Pacific Gas andElectric Company shareholders.
 D. Witness Availability: Affiliate officers and employees shall be madeavailable to testify before the Commission as necessary or required,without subpoena, consistent with the provisions of Public Utilities CodeSection 314.
 Pacific Gas and Electric Company will continue to make all affiliate officersand employees available to testify before the CPUC as necessary or required,without subpoena, consistent with the provisions of Public Utility CodeSection 314 and D.96-11-017.
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 VII. Utility Products and Services
 [The text of this Rule is not reproduced here because, in accordance withAppendix A, Rule VII.D. of D.97-12-088, Pacific Gas and Electric Companyfiled a separate advice letter on January 30, 1998, describing the categoriesof existing products and services it offers. Audit and reportingrequirements for this Rule are contained within Rule VII or as adopted inPacific Gas and Electric Company’s Revenue Sharing Mechanism (D.99-04-020.)]
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 These attachments contain the current version of various policies, procedures and formsin effect at the time of the filing. These documents may from time to time be updatedand changed. Such updates and changes will continue to be in conformance with theadopted Affiliate Rules and will not in and of themselves require the Compliance Planfiling to be amended.
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Name Company Department Subject
 Michael Chinen PG&E C&E Various
 Pally Cottonham PG&E C&E Training
 Ed Mah PG&E C&E Non-tariffed products & services, website
 Lisa Ko PG&E C&E DTR database
 Ed Scherr Corp Corporate Accounting Allocations, affiliate accounting, corporate accounting
 Ron Chen Corp Internal Audit PG&E Information Technology
 Mark Doukas/KarenMcGovern
 Corp Internal Audit PG&E Affiliate Rules Overview/Status/Internal controls, etc
 Christine Georgeades PG&E Affiliate Accounting Allocations and various accounting processes
 Dan Fitzgerald Corp PG&E Strategic Capital Status of Pacific Connector
 Dan Thomas Corp PG&E Strategic Capital Status of Pacific Connector
 Clint Hilbert PG&E Corporate Security Security
 Charles Twamugabo PG&E Strat. Supp & Op. Services Joint purchasing
 Mike White PG&E Risk Management Shared services
 Amrit Singh PG&E Risk Management Shared services
 Bob Hough Corp Risk Management Shared services
 Bill Fong PG&E Energy Acctg Energy purchases
 Armando Duran PG&E Energy Acctg Energy purchases
 Lucy Ma PG&E Management Reporting Overhead calculations and descriptions
 Accountant(s) for affiliates Corp Corporate Accounting Allocations/accounting
 Gary Guerrero PG&E C&E C&E website - combination and update
 Ben Campbell PG&E Asset Management Non-tariffed Products and Services - new
 Roger Farzaneh PG&E New Revenue Development Non-tariffed Products and Services - old
 Marty Hollingsworth Corp Internal Audit FERC 2004 work and findings
 Seth Bromberger PG&E IT security IT security - utility
 Janice Frazier-Hampton orRebecca Katerndahl
 PG&E Controller Affiliate accounting
 Interview Request ListingPacific Gas & Electric 2006 Affiliate Rules Compliance Audit
 Fowler AssociatesPage 1 of 2
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Name Company Department Subject
 Interview Request ListingPacific Gas & Electric 2006 Affiliate Rules Compliance Audit
 Don Egan Corp Internal Audit Enterprise risk assessment
 Bob Woerner Corp IT security IT security - corp & utility & Rule II B
 Hudson Martin Insurance Enterprise risk assessment (Ron Chen mentioned his name)
 Carolyn Hiller PG&E Compliance, Strat. Supp & Op.Services
 Purchasing Compliance
 Lisa Mak PG&E Energy Listing of Energy Vendors
 Stephen Cairns Corp Internal Audit, Complaince andEthics
 C&E direction and focus
 Ron Ralto Corp IT security Corporate
 Alice Beeson Corp Accounting acct'g/book keeping for affiliates
 Natalya Sedletskaya Corp Accounting Corporate invoicing procedures
 Debrum, Allen DavidPG&E
 Wholesale Marketing &Business Devel
 Training review
 Ponce, Dora PG&E Safety Health & Claims Training review
 White, Terry G PG&E Gas Engineering Training review
 Gorai, Jane Louise PG&E Safety Health & Claims Training review
 Monardi, Marino PG&E Energy Procurement Training review
 Mettling, James R PG&E Market Design Training review
 Chan, Jonathan PG&E Gas Engineering Training review
 Lam, Connie Nguyet PG&E Electric Transmission Rates Training review
 Silverthorne, Denise MPG&E
 Wholesale Marketing &Business Devel
 Training review
 Mah, Ed PG&E Ethics and Compliance 3/15 NTP&S draft
 Fowler AssociatesPage 2 of 2
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Document and Data Request Listing
 Pacific Gas & Electric Company 2006 California Affiliate Rules Compliance Audit
 Fowler and Associates
 Page 2 of 5
 ControlNumber Document or Data Description
 1 California Public Utility Commission Decision N+C78o. D.97-12-088.
 2 California Public Utility Commission Decision No. D.98-08-035.
 3 California Public Utility Commission Decision No. D.98-11-027.
 4 Compliance Plan dated December 20, 2005.
 5 Utility Products and Services filing dated March 15, 2006.
 6 Provide the most recent DTR database for 2006.7 Most recent DTR/SAP reconciliation.8 List any joint purchasing contracts under which PG&E and any Rule II.B affiliate purchased goods
 or services in 2006.8a As a follow up to 8: Copies of the actual invoices and any backup calculations that relate to the
 amount billed for the Fuelco expenses.9 Provide a list of all employees who received affiliate training in 2006. Include employee name and
 contact information.10 List of any joint purchases made between PG&E and affiliates.11 Provide access (via intranet) to all current on -line affiliate compliance training.12 List of any Master Services Agreements for corporate support service joint utilization between
 PG&E and PG&E Corporation.13 List of employees who transferred between PG&E and affiliates in 2006.14 Copy of any policies and procedures that provide for physical separation between PG&E and
 affiliates.15 Provide a status report on recommendations from the previous years affiliate transactions audit.16 Provide a list of internal audits conducted in 2006.17 Provide any customer information release requests for 2006.18 Opinion Adopting Revisions to (1) the affiliate transaction rules and (2) general order 77-L, as
 applicable to California's major energy utilities and their holding companies.19 Provide access (via intranet) to the EEI FERC 2004 on-line compliance training.20 Employee survey results regarding the new EEI FERC 2004 training in 2006.21 Affiliate Tree as of 12/31/06.22 Subsidiary/affiliate listing (supporting the affiliate tree) as of 12/31/06.23 Reports listing employees that received affiliate rules related training, including employees' name,
 title, department, training title and date training completed.24 List of all PG&E Rule II.B. affiliates as of 12/31/06 (Attachment D of the Compliance plan, if
 available).25 List of all employees that rotated to a different position in 2006 or held a position from a rotation
 during 2006 between the Corporation, Utility, and any Rule II.B. affiliates)26 Access to 2006 Board of Directors minutes.27 Articles of Incorporation for all new Rule II.B. affiliates, PG&E, and Corporation.28 All Press releases announcing new Rule II.B. affiliates.29 Board of directors changes during 2006 for all Companies (Utility, Corporation, and Rule II.B.
 Affiliates).
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 ControlNumber Document or Data Description
 30 Documentation of specific steps to calculate intercompany billings for shared services on amonthly basis.
 31 Listing of goods and services (other than support services) transferred between Utility, Rule II.B.affiliates, and Corporation.
 31a As a follow up to 31: Please provide backup calculations or some type of explanation for theselected items in the attached sample. (file name: sample.xls)
 32 Listing of all new Corporation employees in 2006.
 33 Listing of all new Utility employees in 2006.34 Listing of all departing employees for 2006.35 Business cards and letter head examples from all Rule II.B. affiliates.36 Marketing material samples for all Rule II.B. affiliates.37 Interactions in the Corporate Family - An Overview of Affiliate Rules booklet.38 Summary listing of all energy purchases (electricity and gas) for 2006, year to date (or latest
 available) by vendor, in electronic format (tab delaminated text file, if too large for excel).39 Provide any detail regarding known non-compliance with the California Affiliate Transactions
 Rules during 2006.40 Internal C&E log of phone inquires regarding California Affiliate. Trans. Rules for 2006.41 2006 California affiliate transactions training material, include new employee training as
 appropriate.41a Sections of the New Employee Orientation (NEO) Leader's Guide that pertain to CPUC affiliate
 rules or PG&E Rule II.B. affiliates.42 Affiliate Allocation Summary for 2006.43 The allocation methodologies used by Corporation A&G.44 Provide the most recently filed Catalog of Non-Tariffed Products and Services plus any draft
 versions as they become available in 2006.45 Organization Chart for Ed Scherr's Group46 FERC 2004 Internal audit report dated 9/1/200647 Provide on-sight review of the Enterprise wide Risk Assessment as discussed during the Ed Mah
 interview48 By Rule II.B. affiliate, obtain a listing in electronic format of all the affiliate's general ledger activity
 during 2006.
 49 All Rule II.B. affiliate accounting activity with the Utility during 2006 in electronic format
 503rd party billing rate support documentation created at the beginning of the year for 2005, 2006and the 2006 mid year update
 51
 Organization Chart for the following Groups: Janice Frazier-Hampton-Controller, Utility-Operations Accounting and Payment Services, Truang Ha-Finance Management Reporting, RobertPowell-Controller, Kent Harvey-Chief Risk Officer, Mike White-Risk Management.
 52 Internal Audit's audit planning approach for 2007 and 2006 for Rule II.B. affiliates
 53 Top 30 risks identified in the enterprise wide risk assessment.
 54 Internal audit report concerning compliance controls for FERC 2004.
 55 FERC 2004 Audit work plan.
 56 SAP/DTR quarterly reconciliation.
 57 SAP/DTR reconciliation summary memo.
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 ControlNumber Document or Data Description
 58 Charles Twamugabo detail organization chart.
 59Utility Policy 3.5, revised 12/06 concerning delegation of authority and spending authorizationlevels.
 60
 Please list all PG&E entity (Corporation, Utility, and affiliates) locations with employees andspecify those locations with employees from different entities (or companies) who work in thesame location.
 61Please describe procedures to maintain physical separation of the employees, specifically Utility andRule II.B. employees
 62Original advice filing for the Non-Tariffed Products and Services including the catalog of productsand services.
 63 Existing Non-Tariffed Products and Services catalog, if different from that provided in DR #62.
 64Non-Tariffed Products and Services two page emergency contract or direct intranet link to thiscontract.
 65 Non-Tariffed Products and Services process manual or intranet link to this manual.
 66 Spreadsheet maintained regarding Non-tariffed Products and Services activity during 2006.
 67 Draft Non-Tariffed Products and Services filing for 2006 produced in C&E.
 68 Fuelco exceptions letter.
 69Listing of external audits related to any PG&E company, affiliate transactions or energy relatedarea or activity specific to C&E, Internal Audit, and the Rule II.B. affiliates)
 70 Any advice letters exempting any affiliate from the California Affiliate Transactions Rules.
 71 Listing of energy purchases by affiliate.
 72Memorandum issued by Senior Vice President and General Counsel to all employees andsubsidiaries regarding Affiliate Transaction Compliance rules as referenced in the Compliance Plan.
 73 Affiliate Transaction Report (ATR) in draft form.
 74 Provide a listing of any internal studies performed pertaining to affiliate transactions.
 75Identify any procedures in place to avoid disallowed activities between the Corporation, the Utilityand/or Rule II.B affiliates.
 76Provide copies of all intercompany invoices between the Corporation, the Utility or the Rule II.B.affiliate companies.
 77 Please provide the newly revised Credit Manual, updated in 2006 and completed in early 2007.
 78 Enterprise Wide Risk Assessment User's Guide
 79
 Partnership agreement between Williams Pacific Connector Gas Pipeline LLC, PG&E PacificStrategic Capital, Inc., and Fort Chicago LNG II USLP defining the terms and conditions of thepartnership, cost sharing, and delineation of responsibilities.
 80
 Regarding computer system access tested as part of SOX requirements, provide a description ofthe quarterly testing done to determine if computer and system access privileges are terminatedwhen employees depart the utility. (examples: sources of information, number of tests performed,frequency)
 81 Reference: DR 80. Provide the results for 2006 of the SOX test of system access termination.
 82
 Provide any documentation showing the termination of computer access privileges for the twoemployees who left PG&E for a Rule II.B. affiliate in 2006. (include the date privileges wereterminated, by system and the date utility network access privileges were terminated)
 83Provide the departing employee checklists for the two employees who left PG&E for a Rule II.B.affiliate.
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 84Payroll log of utility and corporate payroll data for the two employees who left PG&E for a RuleII.B. affiliate from March to May 2006.
 85 Corporate secretary summary sheet of each Rule II.B. affiliate.
 86 Changes in Vice Presidents over the last two years, as discussed with C&E coordinator.
 87 Position paper (or final report) regarding the 2005 audit recommendation concerning joint poles.
 88 White paper regarding Compliance Risk Assessment (CRA).
 89Accounts Receivable listing showing customers, their numbers and map to the general ledgeraccount.
 90 Intercompany account reconciliation showing all affiliated company accounts.
 91Transfer fee calculations, payment documentation, and invoice for any transfer fees paid to theutility for employees that transferred to a Rule II B affiliate.
 92Board of directors and corporate officers for 1) PG&E Corporation Support Services, Inc. 2)PG&E Strategic Capital, Inc.
 93Corporate officers for: 1) Pacific Connector Gas Pipeline, LLC 2) Pacific Connector gas Pipeline,LP, 3) Pacific Energy Fuels Company.
 94Exit interview documentation for the transfer of the two employees moved from the Utility to aRule II.B. affiliate.
 95 All signed employee rotation agreements and associated signed confidentiality agreements for 2006.
 96First and last time reports documenting charged time and department for rotated employees during2006 rotation.
 97 Provide a description of Pacific Energy Trust.
 98 New CPUC Affiliate Rules OIR.
 99Consolidating schedule showing all companies rolling up to the consolidated numbers for year end2006.
 100 PCC number list.
 101 Month End close documentation.
 102 General Ledger download as of December 2006 PSCI and PSUP.
 103 Listing of potential NTP&S as discussed in 2/21/07 interview.
 104Select organization charts from IT, Purchasing, Finance/Accounting, GT&D, and CorporateSecurity.
 105 Reference: DR 88 Risk Assessment White Paper, please provide Attachments A-J.
 106 Original development of the three factor formal used in allocation costs at PG&E.
 107 Pacific Energy Trust (PET) as a nuclear fuel trust structure.
 108 Written Instructions for the Corporate billing process.
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