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Summary of Financing Order 

Under Assembly Bill 1890 (AB 1890), electric corporations can request to finance 

a portion of their transition costs through the issuance of securities known as rate 

reduction bonds (RRBs). The revenue requirement reduction produced by the RRBs will 

provide residential and sman commercial electric customers with a 10% rate reduction 
-

through the rate-freeze period established by Public Utilities (PU) Code Section 368(a). 

The Commission finds that the issuance of RRBs, coupled with a 10% rate 

reduction [or residential and small commercial customers (a small commercial customer 

is defined by PU Code Section 331 (h) as one whose maximum peak demand is less than 

20 kilowatts) beginning on January 1, 1998, and continuing through the rate-freeze 

period, wiH lower rates residential and small commercial customers would have paid if 

this financing order were not adopted. 111ere(oce, subject to confirmation in an issuance 

advice letter that the structure and pricing terms (or the RRBs result in net present value 

benefits, the Commission authorizes Pacific Gas and Electric Compants (PG&E/s) 

participation "in the transaction described in its application. Upon issuance of RRBs, the 

Commission requires PG&E to provide a 10% rate reduction (from June 10, 1996 rates) 

to residential and small commercial customers on January I, 1998, to remain in c((eet (or 

the renlainder of the rate-freeze period. In the event that PG&E concludes that RRBs 

cannot be issued in time to commence the rate reduction on January I, 1998, we expect 

PG&E to so advise the Commission, and submit a revised application for approval of a 

cost recovery plan that accomplishes the rate reduction by January 1, 1998. This 

financing order will become effective only after PG&E lites with the Commission its 

written consent to all terms and conditions of this financing order. 

Statutory Overview 

On September 23, 1996, Governor \Vilson signed into law a comprehensive 

electric industry restructuring bill, AB 1890. Among other things, AB 1890 added Article 

5.5 to the PU Code (PU Code §§ 840-847) to authorize electrical corporations to recover 

certah\ transition costs through the issuance of a new type of asset-backed security 
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(ABS), known as RRBs" PG&E was required to apply to the Commission (or a finandng 

order no later than June 1, 1997. (PU Code §841(a).) 

If the Commission approves an application (or a financing order, AB 1890 

requires residenlial and small commercial customers to repay the principal, interest and 

related costs of the RRBs through separate, nonbypassablc charges called fixed 

transition amounts (FfA) charges. (PU Code § 841 (a).) FfA charges arc generally 

defined in AB 1890 as the nonbypassable rates authorized by the Comnlission in a 

financing order to reCOVer the costs of providing, (ccovering. final\cing or t('financing 

transition costs, including the costs of issuing. servicing and retiring RRBs. (PU Code § 

840(d}.) Residential and small commercial customers will pay the ITA charges as a 

usage-based, cents-pcr-kilowatt-hour component of their monthly bills. 

AB 1890 designates the right to be paid the nonbypassabJe ITA charge reVenues 

that wiJ) be collected (rom residential and small commercial customers as an irrevocable 

property right. (PU Code § 84 t.) This properly right is defined in AB 1890 as transition 

pioperty. (PU Code § 840(g).) Upon the issuance of RRBs, the right to recover Ff A 

charges is irrevocable, and cannot be rescinded by either the Commission or the State of 

CalUomia. (PU Code § 841(c).) 

AB 1890 also requires the estabJishment of a true-up 1l1cchanism to periodically 

adjust the FTA charges to ensure that they remain sufficient to rc<:over, in a timely 

manner, the scheduled RRB principa), including an overcollateralization amount, 

interest and ongoing costs (hereinafter, PTA charge True-Up Mechanism). (Su PU Code 

§ 841 (e).) 

AB 1890 provides (or the RRBs to be issued by the Cali(ornia Infrastructure and 

Economic Development Bank (In(raslructur(' Bank), one or more special-purpose trusts 

I A B 1890 generally defines transition costs as the costs and categories of costs (or generation· 
related assets and obligations, consisting of generation facilities, generation-related ft.'gu]atory 
assels. nuclear seUfements. and power purchase agrecments that may lxx'ome un('('onomic as a 
result of a competitive generation m.ukct. Transition costs a]so include the cost of refinancing 

Foolnoleconlinllt'lf Oil next luge 
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(SPT) that are authorized by and subject to the oversight of the Infrastructure Bank, or 

another financing entity (Issuer) approved by the Infrastructure Bank. (Su PU Code § 

840(a), (b).) PG&E has submitted applications to the Infrastructure Bank for approval of 

the Issuer, and (or approval of the terms and conditions of the RRB transaction. 

Rate Reduction Bond Transaction 

Proposed Structure of the Transaction 

PG&E has provided a general desaiplion of the transaction structure in its 

application and prepared testimony. This proposed structure is subject to modification, 

depending upon marketing of the RRBs and negotiations with the nationally 

recognized credit rating agencies, which will be asked to rate the RRBs. The final 

structure will be detem,ined b)· the Infrastructure Bank and the Issuer at the time the 

RRBs are marketed and after input from the rating agencies and the undenvriters.' 

As described in PG&E's applicalion, the principal asset to be used to 

support the RRBs is transition property. PG&E williorm a Spedal Purpose Entity (SPE), 

a bankruptcy-remote busiI\ess entity, wholly-owned by PG&E, and will contribute 

equity (approximately ~% of the total RRB principal an\ounl) to it. PG&E will transfer 

the transition property to the SPE. 

or retiring of debt or equity citpHal of an clcdricaJ corporation, and assodatcd (ederal and sfate 
tax liabilities. (PU Code § 8-10(1).) . 
lThe Commission has traditionally allowed utilities flexibility as to the structure of debt issued. 
While this decision does not authorize the issuance of debt of PG&E, the Commission's 
dC<'ision in this application is consistent with that precedent. 
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The SPE wi1l issue debt securities (SPH Debt Securities). The debt 

securities will either be RRBsi or will be pledged for and will substantially mirror the 

terms and conditions of the RRBs issued by another financing entity.' The transition 

properly, the equity of the SPE, and the rights of the SPE will be pledged as collateral to 

secure the SPE Debt Securities. 

The Issuer will issue RRBs to investors in the (Orm o( notes or certificates 

representing beneficial ownership interests in the SPE Debt Securities. The RRBs may be 

secured by a statutory lien on the traJ\sition property (0 the extent provided by the PU 

Code. It is antiCipated that the RRBs will be issued in a few large tranSlctions~ ttnd that 

each issuance n\ay have several classes. The longest term bonds will have expected 

repayment terms of approximately ten years~ with legal maturities up to three years 

beyond the expected repayment term. IE the RRBs ate issued by a financing entity other 

than the SPE~ the proceeds fton\ the issuance will be transferred (rom the Issuer to the 

SPE~ which will then transfer such pr<xccds to PG&E in consideration (or the transfer of 

the transition property. If the RRBs are issued directly by the SPE, the SPB will then 

transfer such proceeds to PG&E in consideration for the transfer of the transition 

property. 

TimIng of Transaction and Amount of Financed Transition Costs 

In order to commence the rate reduction on January I, 1998, PG&E must 

also receive necessary approvals from the Infrastructure Bank. Assuming the other 

(ontingencies described in PG&E's application have been resolved, and market 

conditions are such that the transaction provides a sufficient revenue requirement 

reduction to support a 10% rate reduction during the rtl.te~frceze period and to result in 

net present value benefits, the SPE Debt Securities and RRBs ,",'ill be issued in the fourth 

quarter of 1997. f( PG&E concludes that RRBs cannot be issued in time to commence the 

rate reduction on January l, 1998~ we expect PG&E to so advise the Commission by 

, The SPE I:>ebt &xurities n\ay bear a fixed rate of interest and the RRBs may bear a floating rate 
of interest, with the di((ercncc covered by a swap contract. 
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letter to the Ex('(utive Director; indicating how PG&E proposes to proceed (including, if 

appropriatel a revised application (or approval of a cost recovery plan). 

Amount of Financ~d Transition Costs 

To authorize recovery of transition costs through the proposed financing, 

We note that the transition costs re(~rred to in PU Code § 841(a) are defined in PU Code 

§ 840(1). The uneconomic costs described in PU Code § 367 include transition costs. 

PG&E's application docs not include the costs of refinancing or retiring of debt or 

equity referred to in the last sentence of PU Code § 840(1). Requests, if any, for recovery 

of such costs pursuant to PU Code SeCtion 367 will be made in another proceeding. 

The estimate of total uneconomic costs pursuant to PU Code Se<tion 367 is 

sufficiently large to warrant issuance of the RRBs in the requested amounts. PG&E 

estimates transition costs to be between $8 and $14 billion, with the residential and 

small commercial customers' shaie ultimately expect~ to be at least $4 biHion. Most of 

those uneconomic costs (including qualifying facility capacity prices and nuclear sunk 

costs) are neither in dispute in prOlccdings pursuant to PU Code Section 367, nor 

sensitive to market prkes. Thus, the Commission concludes that transition costs in 

sufficient amounts currently exist. Any concern regarding the sufficiency of available 

transition costs is mitigated by the faclthat if such estimates are in error, the rate-fr('(>ze 

period wiB end early and residential and small con\merdal customers wiJI receive 

credit for any excess savings produced by the financing through the ratemaking 

mechanisms set (orth in PG&E~s application and discussed in this financing order. 

PG&E is authorized to recover a portion of its transition costs from the 

proceeds of SPE Debt Securities and RRBs in an aggreg:.te principal amount of up to 

$3.5 bi11ion, as necessary to provide the 10% rate reduction to residential and small 

commercial customers. In determining the appropriate size of initial issuances, PG&E 

shall use the bond sizing model presented in its prepared testimon}' in this proceeding 

as applied to the structure and terms of RRBs actually issued and described in one or 

more issuance advice fetters. Issuance advice lettetsshal1 become effective five business 
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days after filing. The form of issuance advice leiter in Appendix A to this financing 

order shall be used. 

In addition, as is described below .. higher than currently forecasted safes 

to residential and small commercial customers during the ratc-freeze period could lead 

fo the need to issue RRBs in addition to those reflected in the initial issuance. Such 

additional issuanCes arc authorized, up to the aggregate total amount of $3.5 billion (to 

the extent not included in the initial issuance of RRBs) and shall be initiated during the 

rate-freeze period based on PG&E"s assessment of whether the revenue requirement 

reduction resulting (rom the RRB transaction (as measured by the Rate Reduction Bond 

Memorandun\ Account) is adequate to support the 10% rate reduction over the rate­

freeze period. These issuances .. if needed" shaH be im.plemented and reflected in FfA 

charges by future issuance advice letter filings. Conversely .. if the revenue requirement 

reducHon ptoduced by the RRB transaction exc~s the amount needed for the 10% r.'le 

reduction, residential and small commerdal customers will receive the eXcess amounts 

reflected in the Rate Reduction Bond Memorandum Account .. plus interest as discussed 

below, after the rate-freeze period ends, through an adjustment to rates. 

Issuanc~ Costs 

In accordance with PU Code § 840(d), "the (osts of providing, r('covering, 

financing, or refinancing the tr,lnsition costs through a plan approved by the 

commission in the financing order, including the costs of jSSUhlg, servicing, and retiring 

rate reduction bonds" are recoverable through the FTA charges. Thus, I'G&E proposes 

to finance such costs by the issuance of RRBs. PG&B estimates the issuance costs 

associated.with the transaction to be approximately $25 million based on an issuance of 

$3.1 billion aggregate principal amount of RRBs, or I('ss than one percent of the RRD 

issuance amount. These costs include undcn\'riters fees and expenses, legal (ees, rating 

agency fees, Securities and Exchange Commission (SEC) registration fees, accounting 
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fees, trustees fccs, Infrastructure Bank fees, printing fees and miscellaneous costs.· 111ese 

costs will be reCovered by PG&E in the RRB transaction and will be paid out of the 

proceeds of the issuance of the RRBs, or to the extent prior payment is required, will be 

paid by PG&E, as seller and servker under the transaction documents for the RRBs, and 

reimbursed through the proceeds of the RRBs. \Ve shall limit the aggregate costs of 

issuance to $25 million for the first $3.1 billion aggregate principal amount of RRBs and 

1% for the next $400 million aggregate principal amount of RRBs. Any costs that are 

approved by the- Intrastntdure Bank or sro shall be paid prior to costs that are not 

subject to approval by the Infrastructure Bank or srO. 

Ongofng Transaction Costs 

The primary ongoing transaction cost will be the servicing fee paid to 

PG&E or a substitute servker for servicing the RRBs. In order to support the SPE's legal 

status separate and apart [rom PG&E, the Servicing fee paid to PG&E must be market­

based. The serVicing fee will be a part of the servicing agreement and will be included 

in the determination of the FT A charges. 

The lull amount of the market-based servicing fee will be included in the 

FT A charges. Howcver, as long as PG&E is servicer, PG&E proposes a ratemaking 

mechanism which will providc a credit, after the rate-freeze period, to residential and 

small commercial ratepayers in PG&E's Rate Reduclion Bond Memorandunl Account 

equal in value to any amounts it receives as compensation, excepting only amounts 

needed to cover incremental, out·of-pocket costs and expenses incurred by PG&E to 

service the RRBs. These types of expenses would indude required audits related to 

PG&E's role as servicer, and legal and ac('ounting fees related to the servicing 

obligation. lhus, the only net ratemaking impact will be such incremental cxpel1S(>s. To 

the extent these expenses occur, and arc included in the adjusted FfA charges, they 

• The Infraslfucture Bank or State Treasurers' OUice (SIO) will approve bond counsel fees, 
underwriter fees, underwriter counsel fees, bond trustee fees. Infrastruclure Bank fees, rating 

Foolnote o:mlillllet' OllllfXII""lSt' 
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may be reviewed in a subsequent PG&E Revenue Allocation Proceeding or successor 

ratemaking procC<'ding. 

It is anticipated that there will be a small amount of additional, ongoing 

costs associated with the RRB transaction, stich as trustees lees and other administrative 

costs. These costs will also be recovered through the FTA charges. 

FTA Charges 

To facilitate the transaction, the Commission will ensure that residerttial 

and small commercial customer rates necessary to repay the RRBs, i.t., FTA charges, ate 

implemented when the RRBs are issued and that expeditious procedures are adopted to 

establish and to adjust Ff A charges. Therefore, five business days in advance of 

issuance of the RRBs, PG&E is authorized to file an issuance advice letter with the 

Commission. There may be more than one RRB issudrtce, and a separate issuance advice 

letter will be necessary for each. The issuance advice letter will describe the actual 

structure of the RRB transaction it covers, as approved by the Infrastructure Bank~ the 

total principal amount and the pricing of RRBs being issued under its terms. It will also 

describe the FTA charges associated with the RRB issuance to be reflecred in PG&E's 

tari((s, which will be calculated using the methodology and formula') proposed in 

PG&E's application as adopted in this financing order based on market conditions at 

the time the RRBs are priced. To confirm that the actual terms of the RRBs are fOrecast 

to result in lower rates (or residential and small commercial customers than without the 

RRBs at the time the RRBs are issued~ the Commission will require PG&E to prOVide a 

net present value ctllculation of such benefits, lIsing the methodology contained in 

l'G&E's prepiUro testimony, applied to the actual structure and terms of the RRBs in 

the issuance advice letters. So long as the terms and structure result in positi\'e net 

present value benefits, PG&E is authorized to undertake the RRB transaction. 

agency lees, SEC registr.1tioo fees, printing fees, and other expenses reJated to the sale of the 
RRUs to which the Infrastructure Bank or the sro is a party. 

-8-



A.97-05-006 COM/PGC/HMD/bwg 

The FT A charges (or residential and small commercial customers, 

calculated using the methodology contained in PG&E's prepared testimony, shall 

be<ome effective five business days after the issuance advice letter is filed. This 

procedure is reasonable because the bond sizing model and the Ff A charge calculations 

have been examined and found reasonable in this proceeding and because PG&E wil] 

lise the pro (orma issuance advice letter contained in Appendix A to this financing 

order. The transition properly relating to the Ff A charges will then constitute a current 

property right, as required for the issuance o( the RRBs, and will continuously exist 

thereafter [or all purposes. 

PG&E (or a substitute servker) witl remit FTA charges collected during 

the prior month to a trustee (the Trustee) appointed under an indenture or pooling and 

servicing agreement in connection with the related transition property. The Trustee will 

deposit these remittances to a collection aCcount. Once each quarter, the Trustee will 

release money from the collection account to pay servicing compensation and the other 

SPE and Trustee expenses, as well as aceTUM interest and principal in respe<t of the SPE 

Debt Securities and the RRBs. 

FTA charges will be set at a level intended to recover scheduled interest 

and principal on the RRBs, in accordance with the amortization schedule (or the RRBs 

determined at the tinte of issuance, plus an overcollateralization amount as well as 

related financing costs and fccs, including servicing fees, based on assumptions 

including sales forecasts, ehargc-offs, and lags between FTA charge billing llnd 

collection. If SPE Debt Securities and RRBs arc redeemed prior to the scheduled 

maturity dates in connection with a sare of transition properly by the Trustee upon an 

event oC default, or in connection with the exercise o( an optional "dean-up" call, I'TA 

charges will be set as if the SPE Debt $c(urities and RRBs remained outstanding to their 

scheduled maturity. The FTA charges shall remain in effect until the owner of the 

transition property, or its assignee, has received FTA charges sufficient to cOVer the 

overcolJateralization amount, and to pay the principal amount, plus interest and other 

ongoing costs. 
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During the rafc-frccze period, FfA charges will not increase residential 

and small commercial customers' rates. This will be accomplished by reducing residual 

competition transition charges (CfCs) by an amount equal to the FfA charges so that 

total rates, which reflect the 10% rate reduction, ate not impacted by this additional 

chatge during the rate-freeze period. Other customers' rates are subject to the June 10, 

1996 total rate level (reeze during the rate-freeze period. After the rate-freeze period, 

the FfA charges will be added to residential and sman commercial customers' rates 

until the RRBs are retired, as is contemplated by AB 1890. 

FTA Chargo True-Up Mechanism 

Although this financing order and the designated Fr A charges arc 

irrevocable, the Commission must approve adjustments to the FfA charges as 

ne<'essary to ensure Hnlel)' r~overy of all transition costs that are the 'subjed of this 

financing order; as well as the costs of capital associated with the provision, recovery, 

financing. or telinar\dng of transition costs, including costs of issuing, servicing, credit 

enhancing (including through overcollateralization as a cost of financing), and retiring 

the RRBs. (PU Code § 841 (e).) As is provided (or in AS 1890, the Con\mission must 

establish a procedure for the expeditious approval of periodk adjustments to the FTA 

charges. (PU Code § 841(e).) 

PG&E proposes to adjust FfA charges by an FTA charge True~Up 

Me<hanism at least annually to kccp actual principal amortization in line with the 

expected schedule which is established at the time of offering. The calculation will 

reflect the debt sCT\'ice revenue requirement. To the extent there arc any previous 

under- or over-payments to the Trustee, the fevised PTA charges will be established to 

return the outstanding balance of the RRBs to the originally projected balance within 12 

months of the adjustment. 

PG&E's proposcd FfA charge adjustment mechanisms are consIstent with 

AB 1890 and afe reasonable. The (orms of advice fetters (or both the annual and the 

quarterly routine PTA charge True-Up l-ofe<hanisms are included itl AppendiX A to this 

financing order. 
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Routine FT A Charge True-Up Mechanism 

As servicer, PG&E shall file routine True-Up Mechanism advice 

letters annually, at least 15 days before the end of the calendar year, with the option of 

filing quarterly routine True-Up Mechanism advice letters, if needed. PG&E may file a 

routine FTA charge True-Up Mechanism advice letter at least 15 days before the end of 

any calendar quarter (including calendar year end), wilh the resulting changes to the 

FT A charges to be effective on the first day of the next calendar quarter. For these 

adjustments, the trued-up FfA charges will be calculated using the methodology 

described in PG& E's prepared testimony, based on updated forecasts of k\Vh sales, 

uncoUectibJes, and the timing of collections if Ii.~essary. 

PG&E proposes to adjust the Ff A charges at least annually, and as 

often as quarterly with a trigger mechanism based on a spedfied variance between the 

actual principal balance (based on the amounts actually received by the Trustcc) and the 

projected principal balance. The actual criteria {or the quarterly true-up trigger are to be 

established in the servicing agreement, based on input from rating agencies. At a 

minimtln', there will be a required annual adjustment to track the expected decline in 

FTA charges o\'er time as interest charges dtXrease with declining amounts of principal 

ou Istand ing. 

Nonr'outlne FTA Charge True-Up Mechanism 

As PG&E points out, it is not possible at this time to anticipate all 

eventualities that might require an adjustment to the formulas used to calculate FTA 

charges. Therefor(", PG&E may also request nonroutine changes to the FTA charges, as 

is necessary to ensure the timely recO\'ery of RRB principal, including an 

o\'ercollateraHzation amount, and interest. These nonroutine PTA charge True-Up 

advice letters mllst be filed at least 90 days before the end of a calendar quarter, with 

the resulting changes to be effective on the first day of the next calendar quarter. In 

contrast to the issuance advice letters and the routine true·up adjustn\ent mechanism, 

these filings may require a Commission resolution because such filings may involve 

changes to the basic FfA charge c.1kulation methodology contained in PG&E/s 
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prepared testimony. The Energy Division will advise PG&E by the 45th day aftef PG&E 

files a nonroutine FfA charge True-Up Mechanism advice letter if there are any 

modifications to the calculation methodology the Energy Division believes are 

neccssary. If the Energy Division and PG&E cannot resolve any ditference$, then the 

Commission will issue a resolution to decide any issues. However, the Commission will 

issue such a resolution before the 9O-day period has elapsed. In the absence of notice by 

the Commission that the Energy Division believes modifications to the calculation 

methodology arc necessary, PG&E will be authorized to implement the FfA charge 

adjustments it has proposed in its nontoutine True-Up Mechanism advke letter on the 

90th day after the filing. 

Determination of Need for FT A Charge Adjustment On 
Anniversary of Financing Order 

AB 1890 requires the Commission to determine, on each 

anniversary date of the issuance of the financing orderl whether the FTA charges need 

to be adjusted. (PU Code § 841 (e).) Therefore, at least 15 days before each anniversary 

date of the issuance of this financing order, PG&E will file an Ff A charge True-Up 

advice leiter stating whether an adjustment to the FfA charges is necessary. The 

Commission will make th(' appropriate finding on the anniversary date, with any 

necessar}' changes to be approved within 90 days of the financing order anniversary 

date. Due to administrdtive conveniencel and the other adjustment options authorized 

herein, it is expected that PG&E will avail itself of annual and quarterly routine and 

nonroutinc FTA charge True-Up Mechanisms, if possible, to place into effect all 

necessary adjustments to the FfA charges. 

Transition Proporty 

Transition properly is contemplated to be transferred to an SPE, 

bankruptcy. remote from PG&E, which then wHi issue spn Debt Securities to the Issuer. 

These structural clements are ('xpe<:ted to ('nab!e the RRBs to receive a credit rating 

superior to PG&E's. The transition property used to secure the RRBs will be a propcrly 

right created by AB 1890. (PU Code § 841(1).) Thus, the Commission finds that upon the 
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effective date of each issuance advice letter associated with this financing order, all of 

the transition property identified in such advice letter constitutes a current property 

right and shall thereafter continuously exist as property for all purposes. TIle transition 

property shall, without limitation, include (1) the right, title and interest in and to the 

PTA charges set forth in the issuance advice letter, as adjusted from time to time, (2) the 

right to be paid the total amount set (orth in the issuance advke letter, (3) the right, title 

and interest in and to all revenues, collections, claims, payments, mone}t, or proceeds of 

or arising from the "TA charges, and (4) the right, title and interest in and to all rights to 

obtain adjustments to the FfA charges under the FfA charges True-Up Mechanism. 

In addition, in atcordance with AB 1890, the Commission finds that the 

holders of the transition property arc entilled to recover FTA charges in aJnounts equal 

to the scheduled principal ao\ounls (or the SPE Debt Securities (which will equal the 

scheduled principal payment amounts for the RRBs), all interest thereon, the 

overcollateralization amount and all related fees, costs and expenses. 

Sale of TransitiOn PtOperty to th~ SPE 
The Commission approves the sale by PG&E of the transition property 

identified in issuance advice letters to one or more SPEs. and finds that upon approval 

by the Infrastructure Bank, such SPEs constitute financing entities (or all purposes of 

AB 1890. Upon the &lJe of the transition property identified in an issuance advice letter 

to the SPE, the SPB wiJI have all of the rights originally held by PG&E with respect to 

the transition properly, including, without limitation, the right to exercise any and all 

rights and remedies to co]]cet any amounts payable by any customer in resped of the 

transition property, notwithstanding any objection or dirc<tion to the contrary by 

PG&E. Any payment by any such customer to the SPE shall discharge the customer's 

obligations in respect of the transition property to the extent of the payment, 

notwithstanding any objection or direction to the contrary by PG&E. 

By means of this financing order, the Commission approves the saJe of 

transition property created by an issuance advice Jetter (rom PG&E to the SPE 

identified in the related issuance advice letters. The Commission also finds that any 
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such SPE is, to the extent so approved by the Infrastructure Bank, a financing ('nlily as 

defined by AB 1890. 

Issuance and Transfer of SPE Debt Securities, and Issuance of ARBs 

The Commission approv('s the issuance by any such SPE of SPE Debt 

Securities, on terms approved by the Infrastructure Bank/ with the terms fo mirror 

substantially the terms of the RRBs, to the Issuers identified in the issuance advice 

leUer. The Commission also approves any such SPE/s pledging of its rightJ title and 

interest in and to the transition property as SC(urity (or its SPE Debt $c(urities. 

The Commission approves the issuance by any such Issuef of RRBs, On 

terms authorited by the Infrastructure Bank. The Commission also approves any such 

Issueris pledging of its right/title and interest in and to its SPE Debt Securities, and all 

se<urity therefor, as security for the Issueris RRBs if the RRBs ate issued as debt 

securities. 

Rate Reduction Authorization 

Contingent upon timely and sufficient issuance of RRBs, the COIn mission 

requir('s PG&H to provide a 10% rate reduction from June 10, 1996 rate levels to its 

residential and small commercial electric customers, consistent with our dedsion (D.) 

96-12·077 and PG&E's cost t('('overy pJan apptoved thereby. Subject 10 these conditions, 

the rate reduction is to go into efl('ct on January 1, 1998, and to remain in effect lor the 

remainder o( the mte-lrcczc periodJ i.t., until Commission·authorized uneconomic costs 

pursuant to PU Code Section 367 have been fully recovered, but no later than March 31, 

2002. (D. 96-12·077, mimeo. at pp. 9,35.) 

PG&H's proposed method to provide the 10% reduction to eligible customers, via 

a bill credit, results in the same bills (or these customers as would a redudion 

implemented via a reduction in each component of the customers' r.ltes. Therefore, it is 

consistent with AB 1890, which generally refers to rate reductions. PG&E proposes to 

usc the bill credit (or administrcltive convenience. 

Additionally, it is easier to proVide the reduction to direct acc('ss cllstomers via a 

bill credit. The bill credit can be calculated under the assumption that the cllstomer is a 
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full service customer, so that the same bill reduction is received regardless of whether a 

customer is a direct access or full service customer. 

For these reasons we will authorize PG&E to implement the 10% reduction via a 

bill credit. 

Eligibility 

The rate reduction applies to residential and sma11 commercial customers 

as defined by AB 1890. For this purpose, PG&E's eligible customers include all of its 

residential customers. They also include all of PG&E's commcrdal customers on 

Schedules A-I and A-6, as these customers arc not demand metered. \Vith respect to 

I'G&E's remaining small commercial ratescheduJes, all Schedule A-I0 and E-19 

customers with peak demand of less than 20 k\V, as required by AB 1890 (PU Code 

§ 331(h», will receive the rate reduction. 

Eligibility for existing A-I0 and E-19 customers will be detern\ined on a 

one-time basis. PG&E's prOpOsal, to provide the rate reduction to all of these customers 

whose peak demand in at least 9 of the 12 most recent billing periods was less than 20 

k\V, will be adopted. The determination will be made on Cktober I, 1997, shortly before 

the PTA charges are expected to become effective. 

Commercial customers whose loads grow so that that they are no longer 

in the eligible c<ltegory will have the choice of continuing service on the RRB-eligible 

schedule, or of taking service off their new applicable schedules and paying an ongoing 

amount in resped of the fixed transition amounts based on historical usage data. 

Prevention of FTA Charge Bypass 

Customers subject to the FfA charges ".tho subsequently discontinue or 

reduce purchases of electricity supply and delivery services (ron\ PG&E or any 

successor distribution utility, purchase or consume electricity supplied and delivered by 

sources other than PG&E or any successor distribution utility, and remain physically 

located at the same location or arc located within the historical service territory of 

I'G&E or any successor distribulion utility (departing customers) will continue to be 

responsible (or paying the Fl'A charges. In assessing the FfA charges for departing 
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customers, PG&E proposes to apply similar nonbypassabilily provisions as applicable 

to erc for departing load customers.' PG&E's proposal (or collecting ere front 

departing custon\ers is described in PG&E's ere Applkation (A.) 96-08-070. PG&E is 

authorized to include comparable tarift provisions to ensure the FfA charges are 

nonbypassable. 

Ratepayer Benefits 

PG&E evaluated whether residential and small commercial customers can be 

expected to benefit from the RRB transaction (assuming a to-year amortization with 

level principal payment obligations, and financing $3.1 biJJion of transition costs) and 

associated 10% rate reduction. PG&E did so by comparing the net present value of 

(1) the alrtount these ratepayers could be expected to pay in rafes with the RRBs and 

rate reduction in place to (2) the amount they could be expected to pay without the 

RRBs and rate reduction. In OUr companion decision today, 0.97-09-054, We determined 

that the rates for purpose of the second clause of the previolls sentence are the rates in 

effcct as of June 10, 1996. 

On a net present value basis, using a discount rate of 10%, PG&E expects the RRB 

trc:msaction and 10% rate reduction to result in net prescnt value benefits of 

approximately $470 million over the life of the RRBs. Based on this evIdence, the 

Commission finds that the issuance of RRBs of ten-year expected final maturity and the 

implementation of the associated 10% rate reduction during the rate-frccze period will 

lo\, .. 'er r.ltes for residcntial and small (omn\erdal customers as is contemplated by AB 

1890. To confirm this finding prior to the issuance of RRBs, issuance advice letters shall 

indude a calculation in accordance with the bond sizing model d~cribed in PG&E's 

prepared testimony iJ'\dicating thatl based on the actual structure and pricing terms (rt'., 

actual amortization pattern, interest rate, amount of transition costs financed, and 

expected maturities for the RRBs), the issuance of RRBs is expected to result in a net 

~e ere exemptions specified in AD 1890 (or certain irrigation districts and (or load served by 
onsite generation after June 30,2000 will not apply to the PTA charges. 
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present value benefit to residc,'tial and small commercial customers. If such a 

confirmation cannot be made, then PG&E should so advise the Commission and should 

not proceed with the transactiOn. 

Rerated Issues 

As PG&E deS<'ribes in its tcs.timony, there are several related issues that have a 

potentially significant fn'lpad on the RRB transaction. The following sections of this 

financing order discuss those issues. 

Ta)( considerations -

The possibility that the Internal Revenue Service (IRS) would assess 

income taxes when PG&E receives the initial proceeds ftomthe RRBs, ra:ther than \vhen 

FfA charge revenues ate coltceled, is a risk associated with financing the transition 

costs. In addition to having ta~ consequences, the economics of issuing the RRBs \\'ould 

be adversely affected ifPG&E's income tax payments associated with the FfA charges 

Were to be ac~eJerated and become due when the RRBs are issued rather than when 

PTA charges are billed. 

As a result, in February 1997, PG&E submitted a ruling requcst to the IRS 

seeking confirmation that (1) the SPE Debt Securities will be treated as debt of the utility 

for federal income tax purposes, and (2) the FfA charges will be included in PG&E's 

gross income in the year in which the related electrical service is prOvided to residential 

and sma]] (on'mercial customers and not at the lime of debt issuance. 

If the receipt of RRB pr()(eeds yields (urrent income taxation of those 

proceeds, the benefits of the financing transaction ''''ould be substantially rcduced. 

Should the JRS choose not to provide a ruling, or rule adversely, PG&E would have to 

reassess the transaction and, if possible, modify it to reduce the risk of current taxation. 

If the structure of the transaction changes beyond the bounds conten'platcd in its 

Applkation or this financing order, PG&E will take appropriate steps to modify its 

request with the Commission to the extent pcm1iUcd by PU Code Section S11(c).1f the 

transaction as modified docs not produce net present value benefits through overall 

revenue requirement reductions as indicated in issuance advice letters, then the 
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Commission cannot confirm that the transaction willlow('f rates for residential and 

small commercial customers. The requirement that issuance advice letters include a net 

present value benefit calculation addresses this concern. 

In its briefl PG&E has indicated that it may go fonvard with the RRB 

transaction under this financing or~er in the absence of an IRS ruling. PG&E is put on 

notice that if it chooses to do SOl its shareholders will bear the consequences of any tax 

treatment, to the extent that it is mote adverse than the tax treatment assumed in the 

NPV benefits calculation it has presented in its application. 

FinancIal Accounting 

The amount financed will be recorded as debt of the SPE for finandal 

reporling purposes. PG&E, the SPEI the Infrastructure Bank and the holders of the RRBs 

will expressly agree pursuant to the terms of the applicable docun\en~s to treat the SPE 

Debt Se<urities as debt of the SPE secured by, among other things, the transition 

property and the equity of the SPE for all purposes. Because the Sl)E is consolidated 

with PG&H (or financial reporting purpo~s, the amounts financed will appear as debt 

in PG&E's consolidated financial statements. This is not eXpe<:ted to impact PG&Els 

utility credit ratings, as it is expected that the rating agencies will determine that the 

RRBs, which are not supported by PG&E's genNell revenue stream, do not affect 

PG&E's creditworthiness. 

Credit Rating Agenoy Considerations 

True·Safe Oprnton 

Credit relting agencies will require an acceptable opinion of 

bankruph:y counsel at the time the RRBs arc issued for assurance that the transition 

properly wi1l be bankruptcy-remote (rom PG&E. To obtain such an opinionl the transfer 

of the transition property from PG&E to the SPE must ~onstitute a "true sate" (U-'I if 

PG&E were to become the subject o( a bankruptcy procccding, the transition property 

would not be part of PG&E's bankruptcy estate and therefore would not be subject to 

the clain\s of PG&E's creditors). 
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AB 1890 expressly provides that certain transfers of transition 

properly approved in a financing order and intended by the parties to (onstitute an 

absolute transfer or true sale shall be so treated (or an purposes, subject to certain 

limited eX(eplions. (See PU Code § 844.) As conternplated by AB 1890, the RRBs will be 

non-recourse to any of PG&E's assets, other than the SPE's equity and the transiHon 

property sold to the SPE. (PU Code § 842(a).) 

In furtheran(e of this true-sale analysis, PG&E envisions that it will 

give suf(ident notice to third parties that the transition property is o,,,'ned by the 

applicable SPE and is not available to creditors of PG&E by serving the issuance advice 

letters on the parties to this proceeding as well as PG&R's standard advice Jettet service 

list. This decision authorizes PG&E 10 include FTA charges as a separate line item on 

custon\ers' bills. 

AllocatiOn of Collection Shortfalls 

In order to preserve the bankruptcy-remote status of the transition 

property once it is transferred to the SPE, PG&E cannot have any daim On the FTA 

charges. In particular, if PG&E coll(>(ts less than the fun amount that is billed to 

residential and small commercial customers, it cannot favor itself over the owner of the 

transition property. It must allocate that shortfall appropriately between FTA charges 

and other charges. Such shortfalls shall be allocated between Fr A charges and other 

PG&E charges in the sante proportion as the amount of FT A charges bjIJed bears to the 

aggregate amount of PG&E charges billed. 

Credit Enhancement 

Credit enhancements are nuxhanisms that provide investors with added 

assurance that they will recover their investment. Examples of credit enhancement 

provided by the original owner include reserve accounts, overcollaterali2ation 

amounts, and True-Up Mechanisms. Examples of credit enhancement provided by third 

parties include bond insurance and letters of credit. It is expected that the RRB 

transaction will use a True-Up Mechanism authorized by AB 1890 (as described above) 

and overcollater<llization amounts or other means of credit enhancement. 
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The purpose of the o\'ercoJlateralizalion amount is to provide security to 

investors and to enhance the credit rating of the RRBs by providing an (idditional 

financed amount to cO\'er shortfalls in I<TA charge collection payments to the Trustee 

between the final expected FfA charge true-up and the expected maturity of the RRBs. 

In other words, the FfA charges will be set to tolled an amount slightly in excess of the 

payments required to anlortize the RRBs as scheduled. 

TIle overcollateralization an\()Unt needed to satisfy the credit rating 

agencies will be established by the Issuer with input from the credit rating agencies 

prior to the time of RRB pricing. the actual amOUr'lt will be approved by the 

In(raslrudure Bank and STO. The amount will be a function of scveral variables but is 

expected primarily to be a function of the FfA charge True-Up Mechanism. 

Customers bearing the Ff A charges in their rates should rc<eivc credit 

equal to the amount of any transition property ovcrcollateralization not used to repay 

the principal and interest On RRBs. As a result, overrollateralization will not reduce 

customer benefits (rom the RRB transaction. 

The FfA charges will be set to colJect any ovetcoHateralization amount. 

As with other components of the FfA charges, it will be trued-up to the extent 

necessary using the True-Up Mechanism we adopt in this financing order. As is sci 

forth below, any overcoJiateralization amount co)lccted in eXCess of the amount needed 

to repay the principal, plus appropriate interest, of the RRBs wi)] benefit residential and 

small commercial customers. 

Sequestration 

Consistent with I'U Code § &-13(e), we will agree that, in the event of a 

default by PG&E in payntent of the FfA charges to the SPE, we will, upon application 

by the Trustee, order the sequestration and payment to the SPE, or such other party as 

designated by the Tnlstee, of revenues arising with respect to the tr.lnsition property. 

This will proVide additional certainty that the Ff A charges will benefit the owner of the 

transition properly, and should serve to enhance the credit quality of the RRBs. 
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servlcfng 

To the extent th~t any in!erest in transition property is transferred by 

PG&E to an SPE, the Commission is required to authorize the utility to contract with the 

financing entity to perform servicing functions on behalf of the financing entity. (PU 

Code § 842(c).) Pursuant to a servicing agreement with the SPE and/or Issuer, PG&E 

will act as scrvicer ot the transition property. That is, PG&E will be responsible for 

customer kilowatt-hour billing and usage information, and for billing and coJlceling the 

FfA charges. On a monthly or mote frequent basis, PG&E will remit estimated FTA 

charge collections, on behalf of the SPE and/or Issuer, to the Trustee. The Trustee, in 

turn, will make quarterly debt service payments to the RRB investors, as we1l as pay 

other ongoing costs associated with the RRB transaction. Pursuant to this decision, the 

Commission authorizes PG&E to contract with the SPEs and/or Issuers to collect 

amounts in respect of the FfA charges for the benefit and account of such SPEs and/or 

Issuers, and to ac(ount for and remit these amounts to or fot the account of such SPEs 

and/or Issuers. 'Ilte servicing agreement will provide that PG&E, as initial servicer, 

n\ay not voluntarily resign its duties as servicer without obtaining the prior approval of 

the Commission. 

Rate-making 

It is necessary to incorporate the RRB transaction into PG&E's ratemaking 

mechanisms to ensure that PG&E's ere ratemaking mechanism accompJishes its 

intended purpose of determining when the r.lle freeze shoutd end, preventing any ere 
cost shHting to large customers as a result of the 10% r.lte reduction and the RRBs, and 

providing residential and small commercial customers all of the benefits from the RRB 

lr.lnsaction. 

TransItion Cost Balancfng Account 

PG&E proposes a mechanism to adjust the CTC ratemaking 

mechanisol to ensure it is treated as if the RRBs were not issued. The reason for this is to 

ensure the RRB transaction d()('s not cause any cost shifting. It will do so by ending the 

rate-freeze period at the same time it would have ended in the absence of the rate 
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reduction and RRB issuance. By ending the rate freeze at the same time it would have 

ended if the RRB transaction did not take place, large customers are assured that they 

will not pay additional transition costs. The Rate Reduction Bond '"femorandum 

Account, discussed below, then ensures that small customers are also treated fairly 

under the RRB transaction. 

PG&E proposes to reflect the RRB transaction in its CTC 

ralemaking mechanism established in D.97-06-060 by inlputing a revenue credit to the 

ratemaking mechanism equal to the netITC revenue reduction due to the FfA charges 

and the 10% rate reduction (or residential and small commercial cust0I11ers. With this 

adjustment, the balance in the CTC ratemaking mechanism may reach zero at some 

time during the rale-(reeze period and indicate that transition costs that must be 

recovered before March 31, 2002 .. would have been recovered absent the impact of the 

10% rate reduction and absent the RRBs. By doing this" customers are assured that the 

rate freeze ends at the same time it otherwise would have, regardless of the 10% rate 

reduction and the issuance of RRBs. The rate-freeze period ends when this approach, 

including these imputed revenues, shows that transition costs have been fully recovered 

(or on March 31, 2002, if thai comes first). Thus, large customers' responsibility (or 

paying CTC is unaHected by the 10% rate reduction and the RRBs. All clistomers will 

still be required to pay for those transition costs eligible for recovery afler December 31, 

2001 pursuant to cerh,in provisions of AB 1890. 

Rate Redu~t1on Bond MemOrandum Account 

The Rate Reduction Bond Memorandum Account will be used by 

PG&E to make a determination if additional RI{Bs need to be issued (within the 

aggregate total amount of $3.5 billion authorized by this financing order). As the sizing 

model demonstrates, financing a given amount of transition costs with RRBs means that 

residential and small commercial customers should receive a specific amount of total 

savings because of the 10% rate decrease. If saks to residential and small commercial 

customers during the rate-freeze period are higher than was estimated in the sizing 

model lIsed to determine the amount of RRBs to be issued, then these cllstomers' total 
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savings from the rate reduction (which is equal to the rate reduction limes the total 

amount of sales to the customers) will be higher than was estimated when the RRBs 

were sized. 

A specific subaccount of the Rate Reduction Bond Memorandum 

Account proposed b}' PG&E will track this, and allow PG&E to make a determination of 

whetherthe issuance of more RRBs is appropriate. Therefore, PG&E is authorized to 

put this ratemaking mechanism, as described in its prepared testimony, into place. 

Moreover, there are several ratemaking adjustments which may 

need to be made to residential and SOlan commercial customers' rates after the end of 

the rate-freeze period due to the RRB transaction. 

Some of these adjustments relate to amounts held by the SPB. The 

distinction between amounts owned by the SPB and amounts owned by PG&E must be 

respected. The SPE is distinct from I'G&E, and in light of bankruptcy considerations it 

would be inappropriate lor the Commission t() order that such amounts be paid by the 

SPE toPG&E. 

The raternaking can be accomplished, while respecting this 

dislinction. PG&E's rates charged to residential and small commerdal customers will be 

periodically reduced while transition property remains outstanding to reflEXt (1) 

distributions by the SPB to PG&B, and (2) any increase in the value of PG&E's 

ownership interest in the SPE. It is expected that, after payment of SPE expenses, any 

undistributed earnings or overcollateraJization actually collected as a part of the FTA 

charges and returned to the SPE will result in a corresponding increase in PG&E's 

ownership in the SPE. 

Adjustments will be necessary due to: 

1. the after-tax interest earnings on the PTA charges before 
PG&E fonvards them to the Trustee; 

2. the 31110tlllt received by PG&E, from SPE dividends or due 
to an increase in the value of PG&E's ownership interest in 
the SPE, due to hWestnlent income earned by the SPE and 
any overcoJlatNalization amounts or other PTA charges that 
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are released by the Trustee to the SPE and not used to make 
payments on the RRBs; 

3. the servicing (ees (less incremental expenses incurred by 
l'G&E as servicer) received by PG&E after the rate-freeze 
period; 

4. total savings to which residential and small comnlerdal 
customers are entitled given the an\ount of transition costs 
financed through RRBs, but which are in eXcess of what was 
provided through the 10% rate reduction during the rate­
fteeze period; and 

5. any carrying cost savings associated with the financed taxes. 

PG& E is to pass each of these back to residential and small 

commercial customers via the Rate Reduction Bond Memorandum Account raten\aking 

~\e('hanism described in its prepared testimony, with one exception. The Utility Reform 

Network (TURN) and the Office of Ratepayer Advocates point out thaI the appropriate 

carrying cost (or the savings not yet provided to residential and small commercial 

customers (item (4) above), is PG&E's authorized rate o( return until the savings arc 

actually passed on to those l'Ustomers through lower r,,(('s. 

During the rate-freeze period, I'G&E is to return all of the servicing 

fees it receives from the SPE by means of the revenues it imputes to the ere 
ratemaking mechanism, which includes the (ull amount of the Ff A charges, including 

the (ull amount of the servicing fees. 

After the rate-freeze period ends, PG&E shall consolidate any 

annual credit or debit amounts described above and record them. in the Rate Reduction 

Bond MemoI.'lOdum Account. Those amounts will then be consolidated annually with 

other pending rilte changes considered in the annual Revenue Adjustn1('nt Proceeding, 

or successor f.ltemaking proceeding authorized by the Commission. 
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Findings of Fact 

1. The rates that residential and small commercial customers of PG&E would 

have paid if this financing order ,,'ere not adopted are the rates in effect as of June 10, 

1996. 

2. The designation of the fixed transition an\ounts and the issuance of up to 

$:"1 . \)i1lion of SPE Debt Securities and RRBs hi. connedion with such fixed transition 

amounts ,,,·m reduce rates that residential and small commercial customers of PG&E 

would have paid if this financing order were not adopted. 

3. Residential and small commercial customers will benefit (rom the issuance 

of rate reduction bonds and the teduction o( rates provided that the net present value of 

fixed transition arnounts and rate reductions is positive when calculated in accordance 

with the methodology set forth by PG&E in its application and related testimony. 

4. PG&E's request for recovery of a portion of its transition costs and the 

costs of providing, recovering, financing and refinancing transition costs in an 

aggregate principal amount of up to $3.5 bHlion from pro<:ccds of SPE Debt Securities 

and RRBs, including all costs of issuance, is reasonable in relation to estimates of the 

total amount of such transition costs. 

5. PG&E estimates total costs of issuance to be less than $25 million. 

6. The owner of the transition property will have the right to recover 

principal, interest, and rdated costs (including taxes) asso<:iated with the SPE Debt 

Securities and the RRBs through fixed transition amounts, which are authorized by this 

financing order. 

7. The methodology used to calculate the PTA charges associated with rate 

reduction bond issuance as described in PG&E's prepared testimony is reasonable. 

8. The methodology to calculate routine FfA charge adjustments as 

described in PG&E's prepared testimony is reasonable. 

9. IE residential or small commercial customers fail to pay their utility bills in 

full, any shortfall in revenues received must be allocated between PTA charges and 
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PG&E's charges based on the ratio of the amount of the bills relating to the FfA charges 

and the amount relating to PG&E's charges, to avoid PG&E fa\'oring its Own interests. 

10. The rate collection methods described in PG&E's appJication to ensure 

that the FTA charges are nonbypassable are reasonable. 

11. The ratemaking me<hanisn\s described in the application, including the 

Rate Reduction Bond Memorandum Ac~ount, FTA charges tariff language, and 

modifications to PG&E's Preliminary Statement and competitive transition charge 

ratemaking mechanism are reasonable; provided, however, that balances that are to be 

aedited to ratepayers in respect of issuances of rate reduction bonds that subsequently 

were determined not to be necessary in order to financing a rate reduction, should bear 

interest at PG&E's authorized rateof return. 

Conclusions 6f Law 

1. Because the designation of the Fixed Transition Amou'nts and the issuance 

of up to $3.5 billion of SPE Debt Securities and RRBs in connection with such Fixed 

Transition Amounts will reduce rates that residential and small con\merdal customers 

of PG&E would have paid if this financing order Were not adopted, a financing order 

should be adopted, as required by PU Code S«tion 841 (a). 

2. The amount of SPE Dt:bl Securities and RRBs to be issued should be 

determined using the sizing methodology described in PG&E's prepared testimony 

based on market conditions at the time the RRBs are priced. 

3. The principal on the SPE Debt Securities and the RRBs should be repaid in 

substantially ~lual annual amounts so that Ff A charges will decline over time. 

4. Consistent with PG&E's showing of r.ltepayer benefit, the expected [inal 

maturity of the SPE Debt Securities and the RRBs should be no later than ten years from 

the date of issuance with a legal final maturity to be determined by the Infrastructure 

Bank. 

5. The Infrastructure Bank and/or STOshould determine the 

overcoHateralizalion amount required. 
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6. The Infrastructure Bank and/or SIO should determine bond counsel fees, 

undenvriter fees, undenvriter counsel fees, bond trustee fees, Infrastructure Bank fees, 

rating agency fees, SEC registration fees, printing fres, and other expenses related to the 

sale of the RRBs pursuant to an agreement to which the Infrasfructure Bank or the STO 

is a party. 

7. Costs of issuance (or the first $3.1 billion aggregate principal amount of 

RRBs should be limited to $25 million and (or the next $900 million aggregate principal 

an\onnt, to 1%. 

8. The methodology used to talculate the FfA charges associated with rate 

reduction bond issuance should be as described in PG&E's prepared testimony. 

9. Ff A charges should be filed with the Commission in advice letters (the 

Issuance Advice Letters). 

10. FfA charges should be included as a separate line item on custOillers' 

bills, if practicable. 

11. The rate collection methods described in PG&E's application to ensure 

that the FTA charges are nonbypassabJe should be approved. 

12. Each Issuance Advice teller associated with this financing order should 

be effective five business days after (iling, upon which it should be deemed to constitute 

the plan approved by this financing order (or purposes of PU Code Section 84 I (c), and 

t~e FfA charges established thereby wiJI constitute fixed transition amounts. 

13. Procedur(>s are required for the expeditious approval by the Commission 

01 periodic True-Up l\1cchanisms to the Ff A charges (as may be necessary to ensure 

timely recovery of (a) the principal amount of all transition tosls that are the subjed of 

this financing order, and (b) the costs 01 capital associated with the provision, recovery, 

financing, or refil,ancing thereof, including the costs of issuing, servicing and retiring 

(includin& without limitation, interest) the SPE Debt Securities and RRlls contemplated 

by this financing order). 

14. The methodology to calculate routine FTA charge adjusfments should be 

as described in PG&E's prepared testimony. 
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15. Routine FfA charge adjustments should be filed with the Conmlission in 

routine True-Up Mechanism advice letters. 

16. Changes 10 FfA charges proposed by routine True-Up Mechanism advice 

lellers should be filed with the Commission annually at least 15 days before the end of 

each calendar year, and the resulting adjustments to the Ff A charges should be 

implemented at the beginning of the calendar year next following the date of such 

(iling. 

17. Routine True-Up Mechanism advice letters should be permitted to be filed 

at least 15 days before the end o( any calendar quarter and the resulting adjustments to 

the Ff A charges should be in"tpIen'lented at the beginning of the calendar quarter next 

following the date of such filing. These quarterly adjustments should be reqUired when 

a variance from the scheduled principal amortization schedule as set (orth in the related 

Issuance Advice tetter triggers a requirement for such a filing. 

18. Because routine True-Up Me<hanism advice leiters to be filed in 

accordance with the adjustment calculation methodology found r('asonable in this 

financing order arc to use the pro forma FfA charge annual and quarterly True-Up 

ft.fcchanism advice letters attached to this financing order as Appendix A, no protests to 

such advice letter filings should be allowed, and the resulting FfA charge adjustments 

should be effective as requested in such filings. 

19. TIle prOVisions described in PG&E's application to ensure that the FfA 

charges are nonbypassable should be approved. 

20. Upon the effective date of each Issuance Advice Letter associated with this 

financing order, all of the ((ansition properly identified in such advke leller will 

constitute a current propert}' right and will thereafter continuously exist as property (or 

all purposes. 

21. The transition property identified in an Issuance Advice leiter associated 

with this financing order should, without Iimitation, include (I) the right} title and 

interest in and to the ITA charg('s set forth in such advice letter, as adjusted (rom time 

to time, (2) the right to be paid the total amounts set (oIth in such advice letter, (3) the 
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right, title and interest in and to all revenul'S, collections, claims, payments, money, or 

proceeds of or arising fcom such PTA charges, and (4) aU rights to obtain adjustments to 

such FT A charges under the True-Up Mechanisms. 

22. The holders of the transition properly will be entitled to recover fixed 

transition amounts in the aggregate an\ount equal to the principal amount of the SPE 

Debt Securities or the RRBs (as applicabJe), all interest thereon, the overcollater.11ization 

amount and aU related fees, costs and expenses in respect of the scheduled payment of 

the SPE Debt Securities and RRBs. 

23. The Commission should approve the sale by PG&E of the transition 

property identified in an Issuance Advice Letter to one or more SPEs, as identified in 

such advice letter. 

24. Upon the sale by PG&B of the transition properly to one or mote SPEs, 

(1) each such SPE should have all of the rights originally held by PG&E with respe<t to 

such transition property, including, without limitation, the right to exercise any and all 

rights and remedies to collect any amounts payabJe by any customer in resped of such 

transition property, notwithstanding any objection or direction to the contrary by PG&E 

and (2) any payment by any customer to such SPE will discharge such customer's 

obligations in respect of such transition property to the extent of such payment, 

notwithstanding any obje<:lion or direction to the contrary by PG&E. 

25. Upon the sale by PG& B of the transiHon property to one or more SPEs, 

PG&B should not be entitled to recover the }<. A charges associated with such transition 

property other than for the benefit of the holders of the SPE Debt Securities and the 

RRBs, in accordance with PG&E's duties as servker. 

26. Each SPE identified in an Issuance Advice Letter, upon approvaJ by the 

Infrastructure Bank, will constitute finandng entities for all purposes of AB 1890. 

27. The pJedge by each SPE identified itl an Issuance Advice Letter of such 

SPE's rir,ht, 'ille and interest in and to the transition property and such SPE's other 

assets as security for the SPE Debt Securities should be approved. 
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28. Each Issuer, identified in an Issuance Advice Letter and approved by the 

Infrastructure Bank, arc approved to issue RRBs directly or indirectly through the SPE 

on terms to be approved by the Infrastructure Bank. The aggregate principal amount of 

RRBs related to aU such PG&E Issuance Advice Letters"associated with this financing 

order should not exceed $3.5 billion. 

29. To the extent stated in an Issuance Advice Letter, the Commission should 

approve the pledgiIlg by the Issuer(s), as security for the RRBs, of such Issuer's right, 

title and interest in and to the SPE Debt Securities and aU security therefor. 

30. Any default under the documents relating to the SPE Debt Se<:uritics or 

the RRBs will entitle the holders of the SPE Debt Securities or RRBs or the trustees or 

representatives for such holders to exercise any and all rights or remedies such holders 

or such trustees or representatives therefor may have pursuant to any statutory lien on 

the transition property. 

31. In the event of default by PG&E in payment to Or [or the benefit of the SPE 

of the FfA charges, the Commission, upon the application by (1) the holders of the SPE 

Debt Securities or the RRBs and the trustees or representatives therefor as beneficiaries 

of any statutory lien permitted by the PU Code, (2) the SPE or its assignees, (3) the 

Issuer, or (4) pledgees Or transferees, including transferees under PU Code Section 844, 

of the transition property, should order the sequestration and pa)'ment to or (or the 

benefit of the SPE or such other party of revcnues arising with respect to the transition 

property. 

32. For purposes of eligibility to receive the rate reduction and responsibility 

to pay for FTA charges, PG&E's residential and small commerdal customers shou1d be 

determined as described in PG&E's prepared testimony. 

33. The ratemaking mechanisms described in the application, including the 

Ha te Reduction Bond Memorandum Account, FT A charges tarift language, and 

modifications to PG&E's Preliminary Statement and compctith'e trllnsition charge 

raten\aking mechanisn\ should be appro\'ed; prOVided, howevcr, that balances that are 

to be credited to ratepayers in respect of issuances of rate reduction bonds that 
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subsequently were determined not to be necessary in order to finance a 10% rate 

reduction from the rates in effect as of June 10, 1996, should beat interest at PG&E's 

authorized rate of return. 

34. PG&E should not voluntarily resign as initial servicer without the prior 

approval of the Commission. 

ORDER 

IT IS ORDERED that: 

1. The application of Pacific Gas and Electric Company (PG&E) (or a 

financing order pursuant to Public Utilities (PU) Code Section 841(a) is approved 

subject to the terms and conditions stated in the following ordering paragraphs. 

2. PG&E may recover an aggregate total principal amount of three billion, 

five hundred million dollars ($3.5 billion) in transition costs, as defined by PU Code 

Section 84De!), which may be recovered through fixed transition amounts (Ff A) as 

defined by PU Code $e(tion 840(d), to the extent of the sum o( the principal amount of 

(i) related rate reduction bonds, as defined by PU Code Section MO{e), issued by a 

financing entity, as defined by PU Code ~lion 840(b) and (ii) the transition property, 

as defined in PU Code Section 840(g); pledged as overcollateralization (or the issuance 

of such rate reduction bonds. 

3. PG&E may sell and assign all or portions o( its interest in transition 

property arising (rom or constituting the FTA that are the subject of this financing order 

to one or more affiliates of PG&E, of the character described in the application as a 

Special Purpose Entity (SPE). Upon the sale by PG&E of the tr"nsition propert)' to one 

or more spr~, (I) ('"ch such SPE shall have all of the rights originally held by PG&E 

wHh respect to such transition property, including. without limitation, the right to 

exercise any and an rights and temedi<,s to collect any amounts payabJe by any 

custonter in resp<'ct of stich tri\l\sition propert)', notwithst.mding any objection or 

dirC'Ction to the contrary by PG&E and (2) any payment by any customer to such SPE 

shall discharge such customer's obligations in respect of such transition property to the 

extent of such payment, notwithstanding any objedion or direction to the contrary by 
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I'G&ll. Upon the sale by PG&E of the transition property to one or more SPEs, PG&E 

shall not be entitfed to recover the FT A charges associated with such transition propert)' 

other than lor the benefit of the holders of the SPE debt securities and the related rate 

reduction bonds in accordance with PG&E's duties as sefvicer with respEX't to such rate 

reduction bonds. 

4. The initial FT A charges for such transition property shall be filed with the 

Commission in advice letters substantially in the (Orm attached to this financing order 

as Appendix A as a pro (Orma Issuance Advice Letter, which shall not be subject to 

protest, which shall be completed in accordance with the nlethodology described by 

PG&E in its application and supporting testimony, which shaH state thal the net present 

value of benefits to ratepayers is a positive number, and which shall be effective five 

business days after filing with the Commission, whereupon each such Issuance Advice 

Letter shall be deemed to constitute the plan approved by this Commission within the 

meaning oC PU Code Section 840(d). 

5. PG&E Or an SPE l}lay sell or assign all or portions of its interest in such 

transition property to one Or more financing entities. 

6. PG&E or an SPE may pledge a1l or portions of its interest in such 

transition property to one or more financing entities, and an SPE may pledge any other 

asset, to secure debt securities of the related SPE that are not themselves rate reduction 

bonds but subsfantiaJly mirror the financial terms and conditions of the rate reduction 

bonds issued in connection with such pledge; provided, that, subject to the approval of 

the Ca1i(omia Infrastructure and Economic Dc\'dopment Bank (fnJrastmcture Bank), in 

the case o( rate reduction bonds be.uing a variable rate of interest, such debt sC(urities 

may pay a fixed rate of interest. 

7. One or more financing entities may pledge such transition properly as 

collateral for rate reduction bonds. 

8. One or more financing entities may issue rate reduction bonds in 

connection with such transition property upon the temlS and conditions approved by 

the Infrastructure Bank; provided, however, that the principal On mte reduction bonds 
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shall be repaid in substantially equal annual amounts and shall have expected 

maturities of ten years or less from the date of issuance. 

9. To the extcnt that any intercst in such transition property is so sold or 

assigned, or is SO pledged as collateral, PG&E is authorized to continue to operate its 

system to provide service to its customers, andJ as scrvicer undcr the transaction 

documents associated with thc related rate reduction bonds, coHect amounts in respect 

of the FfA for the benefit and account of the financing entitYJ and account for and remit 

thcse amounts to or for the account of the (inandng entity. 

10. PG&E and each SUcceSSOr sen'ieer shall separatcly state ¥fA charges for 

the purpose of each customer#s bill if practicable; othenvise, FfA charges will be stated 

as required for other charges described in PU Code Section 367(a)(I)-(6). 

11. PG&E and each successor servker shall all<xate amounts collccted from a 

customer pro rata bctween FfA and othcr charges. 

12. In the e\tent of failure of any customer to pay FfA charges, PG&E is 

authorized to shut·off power 01 such customer in accordance with Commission­

approved shut-oft policies, at the direction of the related servker. 

13. PG&E is authorized to implement the rate collection mcthods described in 

the applkation to ensure that the FfA charges ate nonbypassable. 

14. PG&E., or a successor servicer, on behalf of the related finandng entity is 

authorized to file routine, non-routine, and statutorily required FfA charge 

adjustmcnts (Tnte-Up Mechanisms), which shall continue until the all payments of 

prindpal and intercst to which the holders of the related rate reduction bonds are 

entitled have been paid in full. True-Up l ... fcchanism advice lettcr filings shall be in 

substantially the form attached to this Financing Order as Appendix A and shall be 

completed in accordance with thc methodology described in PG&E's application and 

supporting testimony. 

15. A non·routine True-Up Mechanism advice lettcr may be filed at least 90 

days before the end of any calendar quarter and the resulting adjustments to the Ff A 

charges shall be implemented at the beginning of the next calendar quarter. Non-
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routine True-Up ~fechanism adviCe letters arc subject to confirmation by the 

Commission's Energy Division. However, if the Energy Division believes modifications 

to such Advice Letters arc needed, unless such differences are resolved betweell the 

Energy Division and PG&E, or a successor servicer, or if the Commission issues a 

resolution to resolve any dispute, PG&E, or a successor servicer, will be authorized to 

implement the Ff A charge ~djustments it has proposed on the 90th day after the filing. 

16. A True-Up Mechanism advice letter shall be filed at least 15 days before 

each anniversary of the issuance of this financing order. The Commission shaH 

determine on this financing order issuance anniversary, as required by PU Code Section 

841(c), whether adjustments to the FfA charges are required, with the resulting 

adjustments to the FfA charges, if necessary, to be implemented within 90 days of this 

financing order issuance anniversary. 

17. To the extent that rate reduction bonds have been issued, beginning 

January I, 1998, PG&E shall reduce the rates to eligible residential and (as defined in PU 

Code Section 331(h» small commercial customers, from the rates that were in e((eel on 

June 10, 1996 by providing a 10% bill credit. For such purposc1 eligible customers shall 

include aU residential cuslonlers, ('ommerdal customers on Schedules A-I and A-6, and 

all Schedule A-I0 and E-19 customers with peak demand, determined on a one-time 

basis, in at le,lst 9 of the 12 most recent billing periods ending prior to October I, 1997, 

of less than 20 kW. 

18. In the event that PG&E concludes that rate reduction bonds cannot be 

issued in time to commence the rate reduction on January I, 1998, PG&E shall submit a 

revised appJication pursuant to PU Code § 368 for approval of a cost recovery plan that 

provides (or a 10% r.,te reduction for residential and small commercial customers as of 

January 1, 1998. 

19. PG&E is authorized to establish by advice leller filin~ the Rate Reduction 

Bond Memorandum Account, FTA charges tariff language, and modifications to 

PG&E's Preliminary Statement and competitive transition charge ratemaking 

mechanism as described in the application; provided, that balances that are to be 
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credited to ratepayers in respect of issuances of rate reduction bonds that subsequently 

were determined not to be necessary in order to finance a 10% rate reduction from the 

rates in effect as of June 10, 1996, should bear interest at PG&E's authorized ratc of 

return. 

20. PG&E shall not voluntarily resign as initial servker without the prior 

approval of the Commission. 

21. This financing order shall beCome e((edive in accordance with its terms 

and conditions only when PG&E files with the Commission its written consent to all 

terms and conditions of this financing order. 

22. This financing order shall be void and of no (o£(.:e Of e((eet if PG&E does 

not file its written consent to all terms and conditions of this financing order On Of prior 

to NoVen\ber 3,1997. 

23. On or after the elfective date of this (inancing order, upon request of the 

Infrastructure Bank or the State Treasurer's Oi(ice (Sf 0), or both of them, the President 

of the Commission, a Commissioner assigned to this application, the Executive Director 

of the Commission, his nominee in a notice filed in this docket, or any of them, are 

hereby authorized 31\d directed, (or and on behalf of and in the name of the 

Commission to execute and deliver a certificate to the Infr.lstructure Bank Or the STO, 

or both of them, that attaches a true, correct, and complete copy of this financing order 

and certifies such copy to be the act and deed of this Commission, and the redpient of 

such certificate may tely upon stich certificate for all purposes in. connection with the 

issuance o( any series of rate reduction bond authorized by this financing order. 

Thcrcafler,upon request of the Infrastructure Bank or the Sf 0, or both of them, the 

President of the Commission, a Commissioner assigned to this application, the 

Executive Diredor of the Commission, his nominee in a notice filed in this docket, or 

any of them, arc hereby authorized and directed, for and on behatf of and in the name 

of the Commission to execute and deliver a certificate to the Infrastructure Bank or the 

STO, or both of them, to ('ertify that this financing order has not been altered, rescinded, 
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amended, modified, revoked, or supplemented as of the date of the dosing of any 

issuance Of rate reduction bonds authorized by this financing order. 

24. App1ication 97·05-006 is dosed effective at the dose of business on 

November 3, 1997 or upon filing of PG&E of its consent to the terms and conditions of 

this financing order, whichever first occurs. 

Dated September 3, 1997, at San Francisco, California . 
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ADVICE ·E 
(U39E) 

Appendix A 
Pro FOrma 
IS5uart(C 

Advicc Leller 

[date) 

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
ENERGY DIVISION 

SUBJECT: Issuance Advice Filing (or Rate Reduction Bonds 

Pp.rsu['mt to California Public Utilities Commission (CPUC) Decision No. 97·09~055 
(Decision), Ordering Paragraph No.4. Pacific Gas and Electric Comp~ny (PG&E) 
hereby transmits for filing t on the pricing dote of this series of Rate Reduction 
Bonds, the initial ITA charges (or the series. This Issua'ncc Advice Filing is for the 
Rate Reduction Bonds se~ies , dass(es) ___ _ 

PURPOSE 

This filing establishes initial ITA charges for rate schedules for residential and 
eligible sma)) commercial customers. This filing also establishes the Transition 
Property to be sold to the Transition Propc11y Owner (SPE). 

BACKGROUND 

In Dc<:ision No. 97-09~055, the Commission authorized PG&E to file Issuance Advice 
Letters when pricing terms (or Rate Reduction Bonds have 1>«-n established. Issuance 
Advice tetter filings are those in which PG&E uses the bond sizing methodology and 
FTA charge (ormulas found reasonable by the Commission in Decision No. 97-09-055 to 
establish initial Ff A charges for a series o( Rate Reduction Bonds. Using the 
methodology approved by the Commission in Decision No. 97-09-055, this filing 
establishes FTA charges. 

Because this series of Rate Reduction Bonds is being Issued prior to January I, 1998, to 
preserve the rate freeze mandated by AB 1890, concurrent with the implententation of 
the FfA charges, the Enel'S)' Cost Adjushllent Clause rate component will be reduced 
by an amount equal to the FfA charges so that total rates remain frozen. 
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ISSUANCE INFORMATION: 

Rate Reduclion Bond Name:, ____ _ 
Rate Reduction Bond Issuer: ____ _ 
Transition Property Owner (SPE): ___ _ 
Trustee(s): ____ _ 
Closing Date: ___ _ 
Bond Rating: ___ _ 
Amount Issucd: ___ . __ 
Issuance Costs:· ___ _ 

Issuance Costs Approved by Infrastructure Bank or STO: __ _ 
Issuance Costs as a Percent of Atnouitt Issued: ___ _ 
Cumulative Aggregate Cunlulative Issuance Costs for all Series! ____ _ 
Transition Costs Financed: __ _ 
CoupOn Rate(s): ____ _ 
Call Features: ___ _ 
California Tax Exempt (yes/no): __ 

Expected Princip.11 Amortization Schedule: See Attachment 1 
Expected Final Maturity: __ _ 
legal Final Maturity: __ _ 
Distributions to Investors (monthly or quarterly): ___ _ 
Annual Scrvicing Fee as a percent of the issuance amount: ___ _ 
(A'ercollateralization amollnt for the series: __ _ 
PJedges by Isslier of SPE Debt Securities and all security therefor:, ___ _ 

Quarterly Variance Trigger Mechanism 

Each quarter the servi('el will compare the actual FTA outstanding balance with the 
expected J'TA outstanding balance as set forth in Attachment 2. If the variance is 
greater than __ %, a change to the PTA charges will be requested via a Tru~Up 
Mechanism Advice letter in accordance with Decision No. 97-09-055. 

Confirmation of I~atepaycr Benefits 

Decision No. 97-09-055 requires PG&E to demonstrate, using the bond sizing model 
found reasonable in thilt Decision, that the actual pricing terms of the Rate Reduclion 
Bonds result in net present value benefits. Attached to this Advice Filing is a 
spreadsheet calculation which shows expected net present value benefits of $_ million 
(or this series of Rate Reduction Bonds. 
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FfAChar~ 

Table I below shows the current assumptions (or each of the variables used in the FTA 
charges calculation. 

TABLE I 

Input Values For FTA Charges 

Monthly residential k\Vh sales 
Monthly eligible small ~ommetcial k\Vh sales 
Percent of revenue requirement allocated to residential customers 
Percent of revenue requirement allocated to eligible small (omn\ercial 
customers 
Percent of residential customers' revenue \willen off 
Percent of eli&ible SrllalJ commercial customers' revenue written off 
Percent of residential customers' billed amounts expected to be uncollected 
Percent of small commercial customers' billed amounts expected to be 
unconceted 
Percent of billed amounts collected in current month 
Percent of billed amounts colJected in second month after billing 
Percent of billed amounts collected in third month after billing 
Percent of billed amounts collected in fourth month after billing 
Pen.~ent of billed amounts collected in fifth month after billing 
Pe(('ent of biUed amounts colleded in sixth month afler billing 
Monthly ongoing transaction expenses 
Expected FfA outstanding balance as of_/_I 
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TabJe II shows the inWa) PTA charges calculated for residential and eligible sma)} 
commercial customers. The FT A calculations arc shown in Attachment 3. 

TABLE II 

Residential Customer FTA Char~e ~/kWh 
Eligible Small Commercial Customer 
FTACharge t/kWh 

Attached are proposed changes to Part I of PG&E PreJiminary Statement to show FTA 
charges to be effective • [yearl. 

Transition Property 

transition property is the property described in Public Utilities Code §840{g) relating to 
the Ff A charges set forth herein, including, without limitation, an of the following: 

(1) The right, title and interest in and to the F"fA tharges set forth herein .. as adjusted 
(rom time to time. 

(2) The right to be paid the total anlounts shown on Attachment 2. 

(3) The right, tWe and interest in and to all revenues, collections, claims, payntenls, 
money, or pr<xceds of or arising from the FfA charges, set forth herein. 

(4) All rights to obtain adjustments to the FfA charges under the True·Up 
Mechanism. 

These FTA charges, as adjusted from lime to time .. shall remain in place until the total 
amounts in Attachment 2 are paid in full to the owner of the transition property, Or its 
assigncc(s). 

"~FFECTIVJc~ DATE 

In accordance with Decision No. 97-09-055, these PTA charges shaH be effective five 
business days after filed and will continue to be effective, unless they ale changed by 
subsequcnt PTA Charge Issuance Advice Leller, or an f<TA Charge Truc·Up Mechanism 
Advice Letter. 

NOTICE 

Copies of this filing arc being furnished to the parties on the attached service Jist 
and to parties to A. 97·05·006. In accordance with Public Utilities Code §491, notice 
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to the public is hereby given by filing and keeping this filing open for public 
inspection at the Company's corporate headquarters. 

Enclosures 

cc; CPUC, SF • Attn: Paul Clanon, Energy Division 
CPUC, SI" • Attn: ElenaSrhmid, ORA 
CPUC, SF • Attn: Juanita Porter. Energy Division 

·5· 
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Attachment 1 
Expected Principal Amount Amortization 

Series --J Class __ 
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Attachment 2 

Amounts Receivable And Expected Principal Amour.t Amortization 

The total amount payable to the owner of the transition properly, or its assignee(s), 
pursuant to this adviCe letter Is a $ __ principal amount, plus interest on such the 
principal amount, plus a $ __ oVer<:ollateralization amount, plus other ongoing (osts, to 
be obtained (rom PTA charges <:akulated in ac<:ordallce with D. 97-09-055. 

The PTA charges shalt be adjusted (rom time to time, at least annually, via the PTA 
Charge True-Up Mechanism in accordance with D. 97-09-055. 

The (ollowing amounts ate scheduled to be paid by the Bond Trustee (rom FfA 
charges it ha"s received. These payn\el\t amounts include principal plus interest, 
overcOlIateralizatioIl, and other ongoing costs. " 

Payment Date Re<:eipt Amount Payment Amount Outstanding Principal 

(date 1) ($receipt I) ($payment 11 [$outstanding principal 1) 
• • • • 
• • • • 
• • • • 

(date nJ [$receipl Il) [$payment III [$outstanding principal nJ 
[$OJ 
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Appendix A 
Pro Forma 

Routine Annual ITA Charge True-Up Mechanism 
Advice Letter 

[Draft Pro }I'orma Annual }I'TA Charge Adjustment Advice FiHng] 

(dare) 

ADVICE ·E 
(U39E) 

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
ENERGY DIVISION 

SUBJECTz Annual FI'A Charge True-Up Mechanism Advice Filing 

Pursuant to California Public Utilities Commission (CPUC) Decision No. 97-09-055 
(Decision), Ordering Paragraph No. 14, Pacific Gas and Electric Company (PO&E) 
as servicer of the Rate Reduction Bonds and on behalf of [the Note Trustee as 
assignee of] (Special Purpose Entity) is required to apply for adjustment to FT A 
charges at least 15 days before the end of each calendar year. 

PURPOSE 

This filing establishes revised FI'A charges for rate schedu1es for residential and 
c1igible small commercial customers. During the rate-freeze period, changes in the 
Ji'TA charges will be offset by equal and offsetting changes in the residual 
Competition Transition Charge (CTC) component of customers' rates. 
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BACKGHOUND 

In Decision No. 97-09-055, the Commission authorized PG&E to file routine True-Up 
Mechanism Advice Letters on an annual basis, at least 15 days before the end of the 
calendar year. Routine Advice Letter filings are those where PG&E uses the 
methodology found reasonable by the Conlmission in Decision No. 97-09-055 to revise 
existing PTA charges. 

Using the methodology approved by the Commission in Decision No. 97-09-055, this 
filing modifies the variables used in the FfA charge calculation and provides the 
resulting modified FfA charges. Table I shows the revised assumptions for eacho! the 
variables used in calculating the PTA charges for residential and small commercial 
customers. The assumplionsunderlying the current FfA charges were filed in Advice 
__ 4E, an Issuance Advice Letter, as authorized by De<ision No. 97-09-055. 
AUachn\ent 1 shows the revised payn\ent schedule. 

TABLE I 
Input Values For Revised FfA Charges 

Monthlr residential kWh sales 
Monthl~ eligible sn\all cOinmerdal k\Vh sales 
Percent of revenue requirement ttllocated to residential customers 
Percent of revenue requirement allocated to eligible small commercial 
customers 
Percent of residential customers' revenue written 0(( 
Percent of eligible small commercial customers' revenue written off 
Percent of residential customers' billed amounts expected to be uncollected 
Percent eligible small commercial customers' billed amounts expected to be 
uncolleded 
Pen~ent of billed amounts collected in current month 
Percent of billed amollnts collected in second month after billing 
Percent of billed amounts collected in third month after billing 
Percent of billed amounts collected in fourth month after billing 
Percent of billed anlounls coHected in fifth month after billing 
Percent of billed amounts co)Jectecl in sixth month after billing 
Percent of billed amounts remaining less uncoHectibtes 
l-,'fonthly ongoh~g transaction eXpenses 

'EX"Eected FTA outstanding balance as of / / 
Over· or undcrcollcction of principal to be reflected in the new PTA charges 

Table II shows the revised FTA charges calculated for residential and eligible small 
commercial customers. The FfA calculations are shown in Attachment 2. 

~2-
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TABLE II 

Residential Customer Ff A Charge ~/k\Vh 
Eligible Small Commercial Customer 
FTACharge ~/kWh 

Attached are proposed changes to Part I of PG&E's Preliminary Statement to show FfA 
charges to be effective January I, (year) 

EFFECTIVE DATE 

In accordance with Dedsion 97-09-055, routine True-Up Mechanism Advice Letters (or 
required annual I<TA charge adjustments shall be filed at least 15 days before the end of 
each calendar year and these adjustments to FfA charges shall be eifective at the 
beginning of the next calendar year. No Commission resolution is required. Therefore, 
these FfA charges shall be effedive January I, [year) through December 31, (year], 
unless they are changed by a quarterly adjustment prior to December 31, (year). 

NOTICE 

Copies of this filing are being furnished to the parties On the attached service list 
and to parties to A. 97-05-006. In accordance with Public Utilities Code §491

J 
notice 

to the public is hereby given by filing and keeping this filing open for public 
inspection at the PG&EJs corporate headquarters. 

Enclosures 

cc: CPUC. SF • Attn: Paul Clanon, Energy Division 
CPUC. SF . Attn: Elena Schmid. ORA 
CPUC, SF· Attn: Juanita PorteT, Energy Division 

-3-
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Attachment 1 
Amounts Receivable And Expected Principal Aniount Amortization 

The total amount payable to the owner of the transition properly, or its assignce(s), 
pursuant to this advice letter is a $ __ principal amount, plus interest on such 
principal amount, plus a $_ ovetcollateralization amount, plus other ongoing costs, to 
be obtained from PTA charges calculated in accotdance with D. 97-09-055. 

The Fr A charges shall be adjusted IroJit time to H,lle, at least annually, via the Ff A 
Charge True-Up Mechanism in accordanCe with D. 97-09-055. 

The following amounts are scheduled to be paid by the Bond Trustee from FfA 
charges it has received. TheSe payment amounts include principal plus interest, 
oVercollateralization, and other ongoing costs. 

Payment Date R~cipt Amount Payment Amount Outstanding Principal 

(date 1) ($receipt 1) ($payment 1) [$outstaJlding principal 1) 
• • • • 
• • • • 
• • • • 

(date n) ($reecipt n) [$paymcnt 01 ($outstanding principal n) . 
[$0] 

- 1 -
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Appendl" A 
Pro Forma 

Routine Quarterly I-TA Charge True-Up Mechanism 
Advi(e Letter 

[Draft Pro Forma QuarterJy ITA Charge Adjustment Advice LetterJ 

___ , [year) 

ADVICE ·E 
(U39E) 

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
ENERGY DIVISION 

SUBJECT: Quarterly r.YfA Cluwge True-Up Mechanism Advice Filing 

Pursuant to Cali (ornia Public Utilities Commission (CPUC) Decision No. 97-09-055 
(Decision), Ordering Paragraph No. 14, Pacific Gas and Electric Company (PG&E) 
as servicer of the Rate Reduction Bonds and on behalf of (tho Note Trustee as 
assignee of] (Special Purpose Entity) is required to apply (or ¥fA charges at least 15 
days before the end of each quarter, i( in the previous quarter the variance between the 
expected outstanding FTA principal balance and the actual outstanding principal 
baJance exceeds certain limits. 

AUadmlCnt I, PG&E's Quarterly Servicer Certificate (or the quarter of 19-1 
shows that the vMian«:e between the expected PTA outstanding balance and the actual 
PTA outstanding balance exceeds the limit of _%. Therefore, in accordance with 
Ordering Paragraph No. 14, PG&E, as sefvicer of the Rate Reduction Bonds, hereby 
transmits for filing this Advice Letter to revise the PTA charges. 

PURPOSE 

This filing establishes revised r.YfA charges for rate schedules for residential And 
eligible small commercial customers. During the rate~frceze period, changes in the 
ITA charges will be offset by equal and offsetting changes in the residual 
Competition Transition Charge (CTC) component 6f customers' rates. 

- 1 ~ 
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DACKGHOUND 

In Decision No. 97-09-055, the Commission authorized PG&E to file routine True-Up 
Mechanism Advice Letters on a quarterly basis, at least 15 days before the end of the 
calendar quarter. Routine Advice Letter filings arc those where PG&E uses the 
methodology found reasonable hy the Commission in Decision No. 97-09·055 to revise 
eXisting PTA charges. 

Using the methodology approved by the CommissiOn in Decision No. 97-09-055, this 
filing modifies the variables used in the FfA charge calculation and provides the 
resulting modified ¥fA charges. Table I shows the revised assumptions for each of the 
variables used in calculating the PTA charges (or residential and small commercial 
customers. The assumptions underlying the current FfA charges were filed in Advice 
__ -EI an Issuance Advke Letter, as authorized by Decision No. 97-09-055. 
Attachment 2 shows the revised payrnent schedule. 

TABLE I 
Input Valu~s For Revised FfA Charges 

Monthly residential kWh sales 
l't'fonthly eligible smaH commercial k\Vh sales 
Percent o( re,'enue reguirement allocated to residential customers 
Percent of revenue requirement aUocated to eJigihle small commercial 
customers 
Percent of residential customers' reVenue written off 
Percent of eligibl~ small commercial customers' revenue written off 
Percent of residential customers' billed amounts exeected to be uncollected 
Percent of digible small commercial customers' billed amounts expected to be 
uncollected 
Percent of billed amounts coJlected in current month 
Percent of billed amounts collected in second month after billing 
Percent of billed amounts collected in third month afrer bHling 
Percent of billed amounts collected in fourth month after billing 
Percent of billed amounts collected in fifrh month after billing 
Percent of bitted amounts collected in sixth month aft~r billing 
Percent of billed amounts remaining less uncoJlcctiblcs 
Monthly ongoing transaction exPsnses 
Expected FT A outstandingbalance as of I / 
O\'er- or undercollcciion of principal to be reflected in the new FTA charge's 
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Table n shows the PTA charges calculated for residential and eligible srnall commercial 
customers. The FT A calculations are shown in Attachment 3. 

TABLE II 

Residential Customer PTA Charge ~/k\Vh 
Eligible Small Comn.\erdal Fr A 
Charge t/k\Vh 

Attached are proposed changes to Part I of PG&E's Preliminary Statement to show FfA 
charges to be effective _ I, (year L. 

EFFEcTIVE DATE 

In accordance with Decision No. 97~09-05S, routine True-Up MechanisIn Advice Letters 
for quarterly Ff A charge adjustments shall be filed at least 15 days before the end of a 
calendar quarter and these adjustments to PTA charges shall be effective at the 
beginning of the next calendar quarter. No Commission resolution is required. 
Therefore, these PTA charges shall be eflective _' _1, (yearL through De<:ember 31, 
(year)-I unless they are changed by a quarterly adjushnent prior to December 31, 
(yearL. 

NOTICE 

Copies of this filing arc being furnished to the parties on the attached service list 
and to parties to A. 97·05·006. In accordance with Public Utilities Code §491, notice 
to the public is hereby given by filing and keeping this Advice Filing open for public 
inspection at the Company's corporate headquarters. 

Lnclosures 

cc: CPUC, SI<' • Attn: Paul CIanon. Energy Division 
CPUC. SF • Attn: Elena Schmid, ORA 
CPUC. SF· Attn: Juanita Porter, Energy Division 
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Attachment 1 
PG&E's Quarterly Servlcer Certificate 

.. 1 -
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Attachment 2 
Amounts Receivablo And Expected Principal Amount Amortization 

The total amount payable to the owner of the transition property, or its assignee(s), 
pursuant to this advice letter is a $_. _ prindpal amount, plus interest on such 
principal amount, plus a $ __ ovel'coJ1ateralization amount, plusother ongoing costs, to 
be obtained (rom FfA charges calculated in accordance with D. 97-09-055. 

TheFTA charges shall beadjustC<l (rom time to time, at least annually, via the PTA 
Charge Tru~Up Mechanism in accordance \vith D. 97-09-055. 

The {oUo·wing amounts are scheduled to be paid by the Bond Trustee (tom PTA 
charges it hasreccived.-These payment amounts include principal plus interest, 
oVercol1ateralization, and other ongoing costs. 

Payment Date Receipt Amount Payment An\ount Outstanding ·Principal 

[date 1) [$te<:eipt 1] ($paymeIH 1] ($outstanding principal 1] 
• • • • 
• • • • 
• • • • 

(date nJ [$receipt nJ [$payment 1\) [$outstanding principal oj 
($0) 
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