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1. Introduction

This report, filed with the California Public Utilities Commission (Commission) in
compliance with Decision (D.) 97-08-055, documents the performance of Pacific Gas
and Electric Company (PG&E) under the Core Procurement Incentive Mechanism

(CPIM) for the period of November 1, 2022, through October 31, 2023 (CPIM

Year 30).1 During CPIM Year 30, PG&E served its core gas customers reliably, while
achieving savings relative to the CPIM Benchmark. As documented in Tables | and
I, PG&E’s core gas costs and reservation charges were $196,846,016 below the
CPIM Benchmark. Under the CPIM sharing formula, PG&E’s core gas customers
receive 100% of savings within the CPIM “Tolerance Band,”2 80% of the savings
below the “Lower Limit” of the “Tolerance Band,” and 100% of savings in excess of

the shareholder award cap, resulting in a customer savings of $170,216,532. In

1 PG&E’s Gas Accord Application (A.) 96-08-043, Supplemental Report Describing the
Post-1997 Core Procurement Incentive Mechanism, October 18, 1996 (CPIM
Supplemental Report). In D.97-08-055, the Commission approved a CPIM mechanism
for core gas costs incurred after December 31, 1997 (Post-1997 CPIM). In that
decision, the Commission ordered PG&E to file quarterly and annual reports on core
procurement operations commencing 30 days after completion of one year of Gas
Accord operating experience (Sixth Interim Order, D.97-08-055, Ordering Paragraph
(OP) 10).

2 The Tolerance Band is the cost range of 99% (“Lower Limit”) to 102% (“Upper Limit”) of
the CPIM Benchmark as defined in Table 1 of this report. Savings within the Tolerance
Band are achieved if costs fall within 99-100% of the CPIM Benchmark.
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accordance with the CPIM sharing formula and shareholder award cap, PG&E

requests a shareholder award of $26,629,484.

The CPIM Annual Performance Report provides the Commission’s Public Advocates

Office (Cal Advocates)3 and the Commission’s Energy Division an opportunity to
review PG&E’s core procurement costs, PG&E’s calculation of costs or savings to
core gas customers, and any resulting shareholder penalty or award. The reporting,
evaluation, and approval process described below is consistent with the procedures

utilized in PG&E’s previous CPIM years.

2. CPIM Overview

The CPIM provides PG&E with a financial incentive to procure and manage gas
supplies, transportation, and storage assets in a manner that results in the lowest
reasonable amount of core customer costs. The CPIM calculates shareholder awards
or penalties through a comparison of total gas costs to the CPIM Benchmark, a
market-based composite benchmark as described in Section 5 below. If total gas
costs fall within the Tolerance Band, above or below the Benchmark, all costs are
allocated to gas customers. If total gas costs fall outside of the Tolerance Band, then
the costs or savings outside of the Tolerance Band are shared between gas customers

and PG&E shareholders. For any savings, the shared amount is up to the shareholder

award cap.4 The CPIM performance is calculated annually, and any associated

Formerly known as the “Office of Ratepayer Advocates”.

4 In these scenarios, costs are fully recovered from gas customers, net of any
shareholder award or penalty.
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shareholder award or penalty is recorded in the Core Sales Subaccount of the
Purchased Gas Account, a balancing account that records the commodity, transport,

storage and hedging costs associated with gas procurement for core customers.

The CPIM provides a standard benchmark that applies to purchasing activities
occurring under most operating and temperature conditions. PG&E may elect an
alternate benchmark if extraordinary circumstances require diversions of gas supplies
to serve core customers, or if other highly unusual measures are necessary to ensure
core reliability. PG&E did not elect an alternate benchmark during CPIM Year 30.

Therefore, only the standard benchmark is reflected in this report.

3. Procedural Background and Modifications

On August 1, 1997, the Commission issued D.97-08-055 (the Gas Accord Decision),
which approved the CPIM and established the methodology to recover PG&E'’s core
gas procurement, storage and transportation costs in customer rates for the period
from January 1, 1998, to December 31, 2002.5 In D.02-08-070 (the Gas Accord ||
Decision) and D.03-12-061 (PG&E Gas Structure and Rates Settlement), the
Commission extended the recovery of core gas procurement, storage and
transportation costs (by way of the CPIM) and set the extension to terminate on the
earlier of: (1) December 31, 2005; or (2) when a revised CPIM was adopted by the

Commission.

5 Appendix 1 to the Gas Accord Settlement Agreement, page 57, filed with the
Commission on August 21, 1996, indicated that PG&E would file a CPIM applicable to
the Gas Accord period. Appendix 1 was incorporated into D.97-08-055 (see
D.97-08-055, Appendix B).

-3-



In the proceeding requiring California energy utilities to preserve interstate pipeline
capacity to California in Rulemaking (R.) 02-06-041, PG&E and Cal Advocates
reached an agreement that addressed modifications to PG&E’s CPIM, including a
provision that: “[tjhe CPIM will continue until either [Cal Advocates] or PG&E proposes
modifications and those modifications are approved by the Commission.” This
agreement, which is Exhibit 1 of R.02-06-041, was approved by the Commission in
D.04-01-047, at Finding of Fact 12. In D.04-12-050, Conclusion of Law (COL) 8 (the
Gas Accord Il Decision), the Commission made no substantive changes to the CPIM.
In D.10-01-023, the Commission approved the CPIM Hedging Settlement Agreement
adopting the inclusion of winter hedging transactions in CPIM and set a shareholder

earnings cap at 1.5% of annual gas commodity costs.

Core portfolio cost recovery is to be consistent with the PG&E/Cal Advocates
Post-1997 CPIM Agreement dated October 16, 1996 (Post-1997 CPIM Agreement);
PG&E’s Supplemental Report Describing the Post-1997 CPIM, dated October 18,
1996 (CPIM Supplemental Report), filed in A.96-08-043 and approved in D.97-08-055;
and the Cal Advocates/PG&E Memorandum of Understanding (MOU) addressing

certain procedural details (attached as Appendix A in the 1999 report).

In June 2012, a petition for modification of D.04-09-022 was filed by a consortium of
Core Transport Agents (CTA), seeking to modify the requirement that PG&E hold an
amount of interstate pipeline capacity within specified ranges, to serve PG&E’s
bundled core customers as well as core customers served by CTAs. The Commission
issued D.12-12-006 in response to the CTA’s petition, establishing a new interim

capacity range for PG&E’s interstate pipeline contracts, and required PG&E to file an
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application to establish a new, permanent interstate capacity range. As directed by
the Commission, PG&E filed Application (A.) 13-06-011 to revise its core interstate

pipeline capacity planning range.

In October 2015, the Commission issued D.15-10-050, adopting an interstate pipeline
capacity range for PG&E’s core customers, including those served by CTAs. In
accordance with the D.15-10-050, PG&E established its April through October core
interstate pipeline capacity planning range between 80% and 105% of forecast
average annual daily core demand, and its November through March range between

100% and 115% of forecast average annual daily core demand.

In June 2016, the Commission approved PG&E’s 2015 Gas Transmission and Storage
(GT&S) Rate Case (D.16-06-056), to (1) modify the firm storage winter withdrawal
guantities; (2) include a monthly index component at PG&E Citygate into the CPIM
Benchmark in addition to the daily price index; and (3) change PG&E’s CPIM (upon
agreement between PG&E and Cal Advocates) for determination of PG&E’s CPIM
Benchmark, including the method of calculating the benchmark load, the setting of the
CPIM Benchmark sequence, the items to be included in the calculation of the capacity
demand charges CPIM Benchmark, and the determination of benchmark gas index

prices.

On April 3, 2018, Cal Advocates and PG&E Core Gas Supply (CGS) signed an MOU
to implement the Modification to the CPIM incorporating the United States Customs
and Border Protection’s Merchandise Processing Fee (MPF) into the Benchmark.

PG&E and Cal Advocates agreed to include the MPF associated with Canadian gas



purchases in CPIM Actual and the Benchmark costs of the CPIM year in which the

costs were incurred.

On January 11, 2019, Cal Advocates and PG&E CGS signed a MOU to implement
the Modification to the CPIM incorporating biomethane purchased at PG&E Citygate
for Compressed Natural Gas vehicle use in the CPIM Actual United States (U.S.)
gas cost, as well as the CPIM Benchmark cost. The biomethane purchased at
PG&E Citygate will be recorded separately under the CPIM and excluded from the

benchmark load sequencing.

The 2019 GT&S Rate Case Final Decision (D.19-09-025) adopted PG&E CGS’s
portfolio modifying gas storage and intrastate pipeline capacities. Given the portfolio
changes, conforming modifications to CPIM were needed for the pipeline sequence,
storage profile, benchmark load, and storage inventory requirements. A Malin
Monthly Index Firm block was added in addition to the Alberta Energy Company
(AECO), Rockies and San Juan Firm Blocks, and a Malin Daily Index Block was
added to sequence before or after PG&E Topock Daily Index Block, depending on
least cost net forward price to the PG&E Citygate. The Kingsgate mismatch®
volumes were moved into the new Malin Intrastate Sequence Block. The CPIM

Benchmark sequence modifications are effective when the related pipeline assets

6 Kingsgate mismatch until the early 2000’s was approximately 25,000 Dth representing
excess Gas Transmission Northwest (GTN) greater than the upstream pipelines’
(NOVA Gas Transmission Ltd. (Nova) and Foothills Pipe Lines, Ltd. (Foothills)) delivery
contract capacity. Foothills and Nova capacity was then acquired to reconcile the
interconnection mismatch, and the ensuing Kingsgate mismatch was significantly
reduced and primarily driven by GTN’s monthly fuel rate changes.
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are in the core portfolio. On July 2, 2020, the Cal Advocates and PG&E CGS signed

an MOU modifying the CPIM effective April 1, 2020.7

In D.19-09-025, the Commission also approved the following changes to D.15-10-050:

1) Increase the winter range maximum from 115 percent to 162 percent of the

average annual daily demand; and

2) Reduce the March range minimum from 100 percent to 80 percent of the

average annual daily demand.

For CPIM Year 30, the effective interstate capacity planning ranges are in the table
below (sources: Advice Letter (AL) 4324-G dated October 16, 2020 and AL 4647-G
dated August 25, 2022):

Line Minimum Capacity Maximum Capacity
No. Season Holding (MDth/d) Holding (MDth/d)

1 Apr. 2023 — Oct. 2023 573 752

2 Nov. 2022 — Feb. 2023 770 1,247

3 Mar. 2023 616 1,247

4. CPIM Year 30 Performance Results

For CPIM Year 30, the Benchmark is $2,282,982,247, and total gas cost is

$2,086,136,231, or 91.4% of the Benchmark. As specified in (1) CPIM Supplemental

Report, Chapter 2, Part Ill, Incentive Rewards and Penalties,8 (2) PG&E’s Gas
Preliminary Statement Part C, and (3) CPIM Hedging Settlement Agreement, all gas

cost savings below the “Lower Limit” of the Tolerance Band are subject to sharing

7 AL 4271-G, MOU Between PG&E CGS and the Cal Advocates.

8  See Footnote 1.
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between core gas customers and PG&E shareholders. For CPIM Year 30, PG&E core

gas customers received 80% of the savings below the “Lower Limit” of the “Tolerance

Band.”

Table | shows that PG&E’s actual gas costs are $196,846,016 below the CPIM
Benchmark, of which $177,132,371 are below the Tolerance Band, yielding a
shareholder award of $26,629,484. PG&E requests that Cal Advocates confirm the

gas cost benchmark and performance calculations, and recommends to the

Commission that PG&E’s shareholders be awarded $26,629,484 for CPIM Year 30.9

9 The shareholder incentive award formula is described in the CPIM Supplemental
Report, Chapter 2, Part lll, Section B, Sharing Outside of the Tolerance Band. The
Commission approved modifications to this formula in the Settlement Agreement dated
December 15, 2006, included as Appendix A to D.07-06-013 and in the Settlement
Agreement dated June 26, 2008, included as Appendix A to D.10-01-023
(R.08-06-025).
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PG&E’s Core Gas Supply Year 30 Monthly CPIM Summary, provided in Table Il
below, summarizes monthly gas costs, benchmarks, tolerance limits, and resulting
performance relative to the Benchmark. Appendix A, which is submitted to Cal
Advocates and the Energy Division on a confidential basis as described in the
accompanying declaration, dated July 22, 2025, contains detailed monthly cost

information upon which Table II, the Monthly CPIM Summary, is based.
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5. How the Standard Benchmark Is Determined

The CPIM standard benchmark is composed of five components:

1)

2)

3)

4)

5)

Fixed transportation costs, which include Canadian, U.S. interstate, and

California intrastate capacity reservation costs;

Variable costs, which include natural gas commaodity costs, plus pipeline fuel
and volumetric transportation costs on Canadian, U.S. interstate, and California

intrastate pipelines;

Storage costs, which include both the fixed reservation charges and variable

costs;

Hedging costs, which include 80% of net realized gains or losses and

associated transaction costs of PG&E’s winter hedges for its core portfolio; and

United States Customs and Border Protection’s Merchandise Processing Fee

(MPF).

The total benchmark, composed of fixed and variable costs, is compared to total gas

costs,10 transportation costs, storage costs, and net winter hedging costs for the

10 Gas costs may include gas processing fees that are associated with a given supply
basin. For example, gas purchased in the Rockies region is subject to additional
processing fees from Williams Field Services.
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applicable CPIM period. The specific benchmark components are further described

below.

a. Fixed Transportation Component

The fixed transportation component of the benchmark is composed of capacity
reservation costs associated with PG&E’s firm capacity holdings on the following

pipeline systems:

1. TC Energy Corporation:

a. NOVA Gas Transmission Ltd. (NGTL);

b. Foothills Pipe Lines, Ltd. (Foothills);

c. Gas Transmission Northwest Corporation (GTN);

2. El Paso Natural Gas Company L.L.C. (EPNG);

3. Ruby Pipeline, L.L.C. (Ruby); and

4. PG&E’s California Gas Transmission.

The daily contract quantities for each pipeline are shown in Table 1l of this report.

Revenue from the release of unused capacity is credited against actual costs.
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Effective April 1, 2012, pursuant to the CTA Settlement Agreementll and as
detailed in PG&E Gas Schedule G-CT — Core Gas Aggregation Service, CTAs
are required to make elections three times each year to acquire or reject their
pro-rata share of pipeline capacity. Under the CTA Settlement Agreement, CTAs
assume 100% cost responsibility for their share of pipeline capacity. In addition,
CTAs receive an annual allocation of core firm storage inventory, and associated
injection and withdrawal rights, adjusted once at mid-year. The costs of
Canadian, interstate and intrastate pipeline capacity and firm storage capacity
accepted by CTAs, and any costs for rejected capacity for which CTAs are
responsible to pay, are not included in the CPIM Benchmark or actual costs.
Those costs are paid directly by CTAs, as provided by PG&E’s Schedule G-CT.
However, any CTA rejected pipeline capacity that remains unallocated after the
capacity release auction is deemed to have received a bid for the reservation
rate of one penny per dekatherm (Dth) per month ($0.01/Dth/month) by PG&E’s
CGS Department, and the $0.01/Dth/month is included in both the CPIM

Benchmark and actual costs.

b. Variable Cost Component

The variable cost component of the benchmark represents the cost of gas,
including fuel and volumetric transportation charges from the supply regions,
delivered to PG&E’s Citygate (a virtual trading point where PG&E’s backbone

transmission system connects to the local transmission and distribution system).

11 The CTA Settlement Agreement, dated August 20, 2010, was approved in the Gas
Accord V Decision (D.11-04-031) and constitutes Appendix B of that Decision.
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The benchmark is based upon the forecasted level of daily demand, adjusted for
any operational imbalance and a monthly allocation of storage injection or
withdrawal amounts12 as described below in Section 5.c. The storage-adjusted

demand is allocated among the various transportation paths available to the core

gas portfolio based on an established sequence of supply acquisition.13 The
allocated amounts are then multiplied by the appropriate gas cost index, netted
forward to PG&E Citygate, and associated with the specific transportation path.
The total forms a daily commodity benchmark. The daily benchmark amounts are

summed to establish the annual benchmark.

c. Storage Cost Component

PG&E’s Gas Schedule G-CFS — Core Firm Storage provides the rate and
operational details of the firm storage service for PG&E’s core gas portfolio. The
CPIM Benchmark includes a monthly storage reservation cost at the tariff rate.
The storage cost component was first described in Appendix B of D.97-08-055
and was subsequently modified by the Cal Advocates—PG&E Stipulation as

approved in D.04-01-047. The benchmark reflects storage reservation costs for

annual inventory, summer injection, and winter withdrawal capacity,14 all adjusted

to remove capacity used by CTAs or which is released on their behalf through the

12

13

14

Operational imbalance and storage profile can be adjusted by any imbalance
transactions per PG&E Gas Schedule G-BAL.

The gas cost use to develop the sequence is net forward to a PG&E Citygate location
price.

Injection and withdrawal capacity amount is derived using the formula on Sheet 2 of
G-CFS.
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procedures in PG&E Gas Schedule G-CT.15 The CPIM Benchmark demand

profile is adjusted by the daily benchmark allocations of injection and withdrawal

quantities as agreed to by PG&E and Cal Advocates.16

The CPIM MOU associated with D.19-09-025 established a CPIM Benchmark
demand profile for Cycling ISP Storage and Residual PG&E Core Storage—which

are adjusted by the daily benchmark allocations of injection and withdrawal

quantities (storage profile).17

Since the CPIM assumes that the withdrawal season starts with a full storage field,
the first month of the withdrawal season’s storage profile is adjusted for any
amount less than full, and the end of the prior injection season’s storage profile is
adjusted to account for the storage inventory being less than full. Adjustments due

to the CTA mid-year storage allocation are also applied to the storage profile.

Pursuant to the Natural Gas Storage Strategy approved via D.19-09-025, PG&E
owned natural gas storage capacities were reduced. As such, PG&E firm core

gas storage inventory decreased. To fulfill the winter reliability standard per.

15
16

17

See Footnote 12.

The injection and withdrawal allocations were established by agreement between PG&E
and Cal Advocates and are described in Appendix A of PG&E’s Annual CPIM Year 5
Performance Report and modified as per agreement between PG&E and Cal Advocates
on October 19, 2009, which is provided as Appendix B in the CPIM Year 16 report,
effective CPIM Year 17 and all subsequent CPIM years.

The CPIM MOU between PG&E CGS and the Cal Advocates (AL 4271-G) further
modifies the injection and withdrawal allocations as described in Footnote 15, in order
to conform to the D.19-09-025 storage portfolio.
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D.06-07-010, the Commission approved CGS’ request to add firm gas storage

from independent storage providers (ISP).

d. Hedging Cost Component

The winter hedging cost component of the benchmark contains 80% of the net

realized gains or losses and associated transaction costs of the winter hedging

transactions, which settled during the period covered by this CPIM report.18

e. United States Customs and Border Protection’s Merchandise
Processing Fee (MPF)

The United States Customs and Border Protection’s (CBP) Merchandise
Processing Fee (MPF) component of the benchmark is to capture the daily MPF

associated with Canadian natural gas purchases.

6. Canadian and US Pipeline Capacity Holdings

As shown in Table Il of this report, PG&E holds Canadian, U.S. interstate, and
California intrastate capacity for PG&E’s core gas customers. PG&E is authorized to
recover the costs associated with its Canadian and U.S. interstate capacity through
approval procedures specified in D.04-09-022. All approved capacity costs are
recovered from PG&E’s core gas customers through the Core Pipeline Demand

Charge Account, as described in Preliminary Statement Part AE.

18 OP 1 of D.10-01-023 approved a Settlement Agreement which allowed hedging costs to
be recorded in CPIM.
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PG&E’s CGS is allocated firm intrastate capacity according to PG&E’s latest GT&S

proceeding and is authorized to recover such costs from its customers.19

Pipeline and storage capacity contracts for the core portfolio are subject to change to

conform to regulatory requirements and in response to fluctuating market conditions.

Table Ill below shows all interstate and intrastate pipeline contract quantities and the

capacity utilization for each contract during CPIM Year 30.

19 pG&E’s Gas Accord Ill, D.04-12-050, OP 1, approved and adopted all rates and
services. In D.07-09-045 (Gas Accord IV) and D.11-04-031 (Gas Accord V), the
Commission extended the recovery of core gas procurement, storage and
transportation costs.
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TABLE Il

PIPELINE ASSETS AND UTILIZATION EFFECTIVE

NOVEMBER 1, 2022 - OCTOBER 31, 2023

PG&E Core Gas Supply - Interstate and Canadian Pipeline Assets and Utilization

NGTL (3)

Foothills (3)

GTN

El Paso

Ruby

(Effective During CPIM Year 30)

Capacity Approx. %
Pipeline Dth/d)® Expiration Date Utilization®
287,745 10/31/2027
82,223 10/31/2027
Total NGTL 369,968 93.0%
284,810 10/31/2027
81,384 10/31/2027
Total Foothills 366,194 93.1%
279,968 10/31/2027
80,000 10/31/2027
Total GTN 359,968 96.9%
Seasonal (Nov.-Mar.) 162,000 03/31/2023 65.9%
250,000 10/31/2026 91.8%

PG&E CORE GAS SUPPLY — INTRASTATE PIPELINE ASSETS AND UTILIZATION

Line Capacity Approx. %
No. Pipeline Dth/d)® Utilization®

1 PG&E’s California Gas Transmission -

2 Redwood Path -

3 Annual 605,088

4 Seasonal (Nov. — Jan.) 250,000

5 Seasonal (Nov. — Mar.) 100,000

6 Total Redwood Varies 98.6%

7 Baja Path -

8 Seasonal (Dec. — Feb.) 300,000 88.1%

7. Efforts to Provide Benefits and Protect Core Customers

As noted in Section 2, the CPIM provides incentives for PG&E to proactively lower

core gas costs through physical and financial transactions. As described in Section 1

and Section 4, PG&E obtained gas cost savings for its core customers by optimizing

its gas purchases and effectively managing its assets while maintaining a high degree
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of supply reliability. The activities included: (1) optimizing pipeline capacity and selling
gas after meeting core demands; (2) using storage when gas demand or prices were
high; and (3) balancing supplies with customer demand to avoid imbalance

noncompliance charges.

Natural gas liquids extraction revenues are credited against gas costs under the CPIM,

with no adjustment to benchmark dollars.20 In CPIM Year 30, PG&E earned revenue
from its contract to supply feed gas for natural gas liquids extraction associated with
deliveries on the TC Energy Corporation — NGTL system. Details are provided in

confidential Appendix A.

In addition to physical gas management activities described above, PG&E employed
(1) a winter hedging strategy to protect core customers from potential extreme gas
costs during the peak winter months when core demand is typically the highest,
(2) financial hedges to manage pipeline capacity not needed to serve load or inject
gas into storage, and (3) financial hedges to manage storage inventory originally
intended to be withdrawn during winter but not withdrawn due to low cash-market
prices and/or lower than expected winter demand leaving supplies in storage inventory
and avoiding reinjection of higher cost gas in the months following. The benefits of
financial hedging transactions to manage pipeline capacity and storage inventory are
included in the gas costs recorded under the CPIM but have no impact on the CPIM

benchmark.

20 see Footnote 1, CPIM Supplemental Report, Section VI “Additional Features.” Part A —
Gas Sales/Capacity Brokering Revenue.
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8. Conclusion

PG&E’s annual CPIM performance report concludes that PG&E’s core gas costs, as
measured against the aggregate CPIM Benchmark during the period November 1,
2022 through October 31, 2023 (CPIM Year 30), are below the CPIM Benchmark by
$196,846,016. The total recorded gas costs should be deemed reasonable and
recoverable from PG&E’s core customers. In accordance with the incentive award
formula and the shareholder award cap, PG&E has earned a shareholder award of
$26,629,484. Upon independent verification from Cal Advocates, PG&E will submit
an advice letter request to the Commission seeking authorization to recover any award

(if applicable).
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