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February 1, 2012

Michel Peter Florio

Commissioner, Public Utilities Commission
San Francisco Office

505 Van Ness Avenue

San Francisco, CA 94102

RE: Cost Sharing in PG&E’s Transmission Pipeline Safety Plan
Dear Commissioner Florio,

Below is an accounting of the true cost of PG&E’s plan to modernize its natural gas transmission
pipeline system. The dollar figure we’ve been shown is $2.2 billion, but in fact the true cost is
significantly higher—more than $5 billion over 50 years.

Pursuant to D.11-06-017, PG&E filed its plan on August 26, 2011, which stated that ratepayers
should pay 90% of the $2.2 billion necessary to bring their sysferp to modern safety standards.
This dollar figure, however, understates the costs, and ratepayers will in fact pay about 50%
more than PG&E has led us to believe.

Of the $2.2 billion required to complete Phase 1, PG&E proposes that shareholders pay all 2011

expenses, or a little more than $220 million—10%—and ratepayers pick up the remaining 90%
of the tab—nearly $2 billion.

In order to decide what is a fair ratepayer/shareholder split, however, we need to know the plan’s
true cost, and how much ratepayers actually pay under it.

Of that $2 billion ratepayers are to pay, about $1.4 billion are for capital expenditures. These
expenditures are funded by shareholder investment and through debt. The debt needs to be
repaid with interest, now about 6% annually. Shareholders are entitled to a return, now set at
11.35%, on everything they have invested. Additionally, that return to shareholders is taxed.
We as ratepayers pay the debt interest, shareholder return, and taxes. These three costs were not
included in PG&E’s figure of $2.2 billion, and—as shown in the table below—they are
significant.
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