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1. Summary 

OPINION ON MIDTERM EVALUATIOj OOllaBUL~)fjJU~ 

The requirement that San Diego Gas & Electric Company (SDG&E) file a general 

rate case (GRC) {or a 1999 test year is vacated, and the requirement for a GRC filing in 

future years is suspended. In lieu of a GRC, SDG&E is directed to include a 1999 cost

of-servi~e showing in the distribution performance-based ratemaking (PBR) application 

that Decision (D.) 97-04-067 directed SDG&E to file by December 31, 1997. The midterm . 
evaluation of SDG&E's experimental base rate PBR mechanism which was ordered in 

0.94-08-023 is concluded, and the requirement {or a final evaluation of the experiment 

is slispended. The PBR experiment's revenue sharing mechanism and non-price 

performance incentives are retained for 1998. The proceeding is closed. 

2. BaCkground 

D.94-08-023 established an experimental PBR mechanism as an alternative to the 

traditional GRC mechanism for setting SDG&E's gas and electric base r.ltes. As part of 

the PBR experiment, SDG&B was excused from filing a GRC for 1996. The experimental 

mechanism was scheduled to rcmain in effect until the end of 1998, and SDG&E was 

ordered to file a GRC for 1999. Howcver, the latter provision was made subject to 

further order of the Commission in recognition of the possibilil y that the PBR 

mechanism would be extended or replaced with a modified PDR mechanism, which 

could make a test-year 1999 GRC unnecessary. 
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D.94-08-023 ordered a midterm evaluation to assess the first half of the base rate 

PBR experiment and provide recommendations to the Commission on whether the PBR 

experiment should be continued, modified, or terminated at the end of 1998. A major 

purpose (or conducting an evaluation at the midterm o( the experiment was to allow 

SDG&E adequate time to prepare for a 1999 GRC should that be necessary. The 

midterm evaluation was to be a (our-month pr<xess at the begitming of 1997. 

0.97-04-067 dated April 23, 1997 modified an eXisting requirement that the major 

utilities file applications (or PBR mechanisms (or their electric distribution services. 

Among other things, it approved a proposal by SDG&E to file an application (or a new 

gas and electric distribution PBR mechanism to become ef(ecti\'e January 1, 1999, when 

the current PBR experiment expires. SDG&E had proposed to make the filing in 

September 1997, following the then-expected completion date of the midterm 

evaluation, so that the results o( the midterm evaluation could be considered in the 

distribution PBR proceeding. The Commission provided that the application should be 

fited during the last three months of 1997. 

D.97-04-085 granted a motion by SDG&E to suspend the requirement that it file a 

test yeM 1999 GRC. However, the Commission reserved the right to lift the suspension 

and reinstate the GRC requirement upon completion of the midterm evaluation. 

Noting the need for assur"nce that a new distribution PBR is implemented with an 

appropriate starting revenue requirement, the Commission provided that, in the 

absence of a test year 1999 GRC, SDG&E should include with its distribution PBR 

application either a distribution cost-o(·secvice showing or an explanation why such a 

showing is unnecessary and inappropriate. 

0.97-09-052 grim ted in part a motion by the Office of Ratepayer Advoc.ltes 

(ORA) to suspend the incentives in the base rate PSI{ experiment by suspending the 

electric price performance rewards and penalties. Other aspects of ORA's motion, 

including ORA's proposal to suspend the experiment's non-price incentives, were 

denied without prejudice. 
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3. Procedural History 

Pursuant to Ordering Paragraph 3 of 0.94-08-023 and Ordering Paragraph 2 of 

0.96-04-057, the Energy Division (successor to the Commission Advisory and 

Compliance Division) held a workshop on December 4, 1996 and the Administrative 

law Judge (All) held a prehearing conference on December 11, 1996 to establish 

procedures lor the midterm evaluation. In lieu of a litigation schedule, the ALJ adopted 

SDG&E's proposal lor a collaborative workshop process. 

\Vorkshops, settlement discussions, and additional prehearing conferences held 

over the next several months failed to yield agl'eement among the parties. By ruling 

issued on September 22, 1997 the ALJ established a comment process to resolve the 

midterm e\'aluation and the issues raised therein. Parlies were asked to comment on 

limiting the scope of the midterm evaluation, using SDG&E's gas alld electric 

distribution PBR application as the forum for consideration of the results of the base 

rate PBR experiment, vacating the requirement (or a test year 1999 GRC filh"\g by . 
SDG&E, requiring SDG&E to include a 1999 cost-of-servke showing in its distribution 

PBR application, and dosing this proceeding upon compJetion of the midternl 

evaluation. Parlies who propo~d any change to the base rate experiment in its final 

year (1998) were directed to serve prepared testimony describing and supporting their 

proposi.lls. 

Comments were filed by SDG&E, Utility Consumers Action Network (UCAN), 

and ORA. SDG&E and UCAN filed reply comments. SDG&E, UeAN, and ORA 

submitted testimony with proposals for modificalion to the experiment. 

4. DIscussion 

4.1 Adequacy of The Record 

The September 22 ruling provided that any need for an additional round of 

comments, a prehe<uing conference, or cvidentiary hearings would be determined after 

receipt of comments and prepared testimony. ORA believes hearings are not required 

to resolvc the policy issues that have been r.tlscd. SDG&E docs not believe evidentiary 

he.uings are required to address its recommendations, but it belicvcs hearings would be 
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required to address proposals by ORA and UCAN regarding the sharing mechanism 

and the experiment's non-price incentives. 

\Ve find that the comments and replies, and in part the prepared testimony, 

comprise a complete record for purposes of this decision, and that evidentiary hearings 

and further rounds of comments are not required. \Ve decide the issues on policy 

grounds and in light of Assembly Bill (AB) 1890 (Stats. 1996, Ch. 854) and our 

restructuring decisions. The modifications that we make to the mechanism for 1998 are 

predicated upon the mandates of electric industry restructuring and are not based upon 

any disputed faclual issues regarding the asserted success or failUie of the experiment 

to date. \Ve identify the prepared testimony of Lee Schavrien, Robert Mark I'octa, and 

\Villiam B. Marcus as Exhibits MTE-l, MTE-2, and l\fTE-3 respectively. \Ve do not 

receive the facts and the expert opinions in the prepared testimony as evidence, since 

there has not been an opportunity, or need, for cross-examination or rebuttal testimony. 

Instead, we consider the policy recommendations therein as extensions of the respecth'e 

parties' filed comments.t 

4.2 ScoP()o and Disposition of the Midterm Evaluation 

\Vhen the Commission ordered the midterm evaluation in 0.94-08-023, it 

declined to set a heavy agenda for this plalUled four-month process. Two primary 

objectives that dearly are on the agenda are to determine whether the experimental PBR 

mechanism requires any modifications and to determine whether a GRC filing is 

needed for 1999. It is also apparent that the Commission expected that the midterm 

c\'a)uation ,,,,'ould provide useful information in the design of any replacement or 

modified PBR mechanism. 

In 0.96-04-057 the Commission stated that it wanted the mid term evaluation to 

provide an opportunity (or parties to r.lise and have addressed their concerns about the 

'On October 14, 1997, the date reply comments were dul', UeAN served proposed rebuttal 
testimony. SDG&E filed a motion to strike the rebuttal testimony on the grounds that the AL) 
had not authorized rebuttal testimony and that it would constitute undue prejudice to pern\it 
only one party to submit rebuttal. For good cause shown, the motion is granted. 
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experiment as we)) as linkages between the experiment and electric industr}' 

restmcluring. However, the Commission reiterated the policy of a limited agenda, and 

provided that the midterm evaluation should {oeus on any need {or changes to the 

experiment. 

This decision addresses proposals for nlodifyj[\g the experiment in its final year. 

H also addresses the need for a GRC filing for 1999. EVen though the midterm 

evaluation has bccn disappointing because it has not yielded an agreed-upon 

assessment of the first half of this PBR experiment, despite the parties' initial belief that 

a collaborative process should be pursued, the two prir\lary objectives of conduding the 

midterm evaluation noted earlier are being achieved. 

The possibility that a continued midterm evaluation would eventually produce 

additional information which would be of value in the distribution PBR proceeding 

does not constitute a valid reason {or continuing it. The major objedives {or the 

midterm evaluation arc being met. Moreover, as explained in the (ollowing section, the 

distribution PBR proceeaing will provide a beller (orum (or consideration o( the lessons 

learned from the experiment that are relevant to the design of the new PBR. The 

midterm evaluation should be concluded. 

4.3 Final Evaluation 

In the 1994 hearings, SDG&:E, the Division of Ratepayer Advocates (ORA's 

predecessor), and the Department of the Navy and all other Federal Executive Agencies 

jointly proposed (in Exhibit 101) that a final evaluation be undertaken on May 15, 1999 

to examine lhe entire five-year experiment and recommend what modifications, if any, 

should be made to the base rille mechanism. Exhibit 101 identified eleven issues which 

the fjnal evaluation should ('over. D.94-08-023 directed the ALJ to "convene a 

prehearing conference no later than ~fay I, 1999 to establish the procedural protocol (or 

the fjnal evaluation of the base rate PBR experiment specified at page 31 of Exhibit 101." 

(0.94-08-023, Ordering Paragraph 3.) 

Noting the mandate of Senate Bill (SB) 960 (Slats. 1996, Ch. 856) to resolve 

proceedings within 18 months, the September 22 ruling asked parlies to comment on 

whether the final evaluation should take pJace in either the distribution PBR proceeding 
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or in a new proceeding initiated by SDG&E instead of in this docket. SDG&E prefers 

keeping this proceeding open {or the final evaluation or, in the alternative, initiating a 

new proceeding. SDG&E recommends against using the pending distribution PBR 

proceeding on the grounds that a heavy agenda has already been ordered for it. 

By the lime the final evaluation is scheduled to-commence in mid-I999, we 

intend to have already considered and adopted a replacement PBR for SDG&E. The 

greatest value of the lessons that can be learned from the 1994-98 experiment will be 

realized if those lessons can be applied in the initial design of the replacement 

mechanism/ before it is implemented. Accordingly, while we share SDG&E's concern 

about adding too many issues to the distribution PBR proceeding, we find that it may 

be appropriate (or SDG&E and other parties to raise one or more of the issues listed in 

Exhibit 101 in that proceeding. It simply may not be possible to evaluate SDG&E's 

distribution PBR application, and the positions of other parties, without consideration 

of the same issues that are targeted for review in the fhlal evaluation. For example, 

whether SDG&E and ouor staff have worked together etfC('tively in monitoring and 

evaluating the experiment may be an important factor in designing a monitoring and 

evaluation program for the new PBR nl.e<hanism. 

This in turn leads us to question whether the value we originally saw in 

conducting the formal final evaluation will remain. At this lime we will suspend the 

requirement for a final evaluation. If we later determine that a formal, final evaluation 

of the base rate J>UR experiment will assist us in administering and improving the new 

gas and electric distribution PBR, we may reinstate the requirement. If We do so, we 

would determine the appropriate procedural fomm at that time. In any event, due to 

the requirements of SB 960, we will not keep this proceeding open for the final 

evaluation. 

4.4 GRC Filing Requirement 

The September 22 ruling asked parties to comment on whether the requirement 

that SDG&E file a GRe (or a 1999 test year should be vacated, and, if so, whether 

SDG&E should be required to include a 1999 cost-of-service showing in its December 

1997 distribution PBR application. SDG&E strongly supports this proposal, and ORA 
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d()('s not recommend that a traditional GRC be required for 1999. UCAN asserts that 

the underlying ''bottom-up'' methodology used in conduding traditional GRCs remains 

relevant. UCAN believes that the 1999 cost-of-service showing which SDG&E includes 

in its distribution PBR application should be, in effcct, a traditional GRC [or 

distribution. 

In D.97-04-085, by which we suspended the requirement for a 1999 GRC, We 

described the numetous procedural requirements associated wHh a traditional GRC 

filing. In view of the burden these requirements impose, the limited resources of the 

Commission and the parties available at this stage of electric industry restru(turing, Our 

general preference (or PBR regulation, the provision for a distribution PBR filing by 

SDG&E [or implementation in 1999, and our belief that a cost-of-scrvke showing can 

proVide the basis (or a reasonable starting revenue requirement, we are persuaded that 

we should now vacate the requirement. 

rI1le September 22 ruling also asked for comments on whether to suspttld the 

requirement for any (uilite test year GRC. SDG&E supports this approach, while ORA 

proposes that we order SDG&E to make a GRC or similar filing for a 2002 test year. \Ve 

beJieve ORA"s proposal is premature. Any need (or a distribution GRC after 1999 can 

be addressed in the gas and electric distribution PBR proceeding or in any proceeding 

that may be established to nlonitor the new PBR mechanism. \Ve place SDG&E on 

notice that we reserve the right to require a comprehensive GRC filing for 2002 as 

proposed by ORA or even earlier if we find that doing so is wan.lnted. 

4.6 Cost·of·ServlctJ Showing 

There is gener.ll support for requiring SDG&E to include with its distribution 

rBI{ applk.ltion a 1999 cost-of-servke showing to establish a revised base revenue 

requirenlent for distribution. \Ve have atread}' made provision for a cost-of-service 

showing on a permissive basis in D.97-04-085. \Ve now make this provision for a gas 

and electric cost-of-service showing mandatory. 

ORA states that it would support using 1996 and 1997 aChtal expenses as a basis 

(or establishing a revenue requirement (or 1999. SDG&E would oppose this 

methodology. As already noted, UCAN believes that the showing should be the 
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equivalent of a GRC for distribution. For the same reasons that we have eliminated the 

requirement for a test-)'ear 1999 GRC, we will not com'crt the cost-of-service showing to 

a distribution GRe in all respects except in name. \Ve continue to beJieve, as we did 

when we issued 0.97-04-085, that the general approach \"'e prescribed for Southem 

California Gas Company in D.95-Q.l-On represents an appropriate model (or SDG&E's 

upconling PBR proceeding. lVe will not further resolve in this decision the 

methodology used by SDG&E in its cost-of-servke showing. 

UCAN recommends that the cost-of-servke showing be required by December I, 

1997. SDG&E asserts this WQuld unduly burdel\ its staff since it is not prepared to 

complete the showing until late December. \Ve have already provided that SDG&E 

may tile its distribution PBR application at\y time during the (ourth quarter of 1997, and 

We have provided that the cost-of-service showing should be h\duded with the 

application. \Ve will not require the showing to be fited On December I, 1997. 

4.6 Changes to the PSR EXperiment for 1998 

\Ve have repeatedly staled our intention to maintain program stability during 

the term of the experiment. At this time the midterm evaluation (orum should focus on 

any modifications to the base rate experiment which are asserted to be necessary tor 

1998. However, we recognize that electric industry restructuring legislation and our 

restructuring decisions, especially the provisions tor an electric rate frCC'ze and related 

transition cost reco\'ery mechanisms that become effective in 1998, have impacted the 

PBR ('xpcriment. \Vnh this background in mind, we address the pr<Jposals for 

modifying the program. 

4.6.1 The Sharing Mechanism 

The base r.lte PBR experiment includes a revenue-sharing mechanism that 

allocates to ratepayers and shareholders, in varying percentagesJ combined gas and 

electric net opcr.lting revenues which exceed the target (Commission-authorized) rate 

of return plus 100 basis points. In 0.96-12-077, which approved the electric utilities' cost 

recovery Irate (reeze plans filed under Public Utilities Code Section 368, the 

Commission observed that the newly·required cost rtXovery mechanisms may distort 
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the intended PBR incentives. (0.96--12-077, pp. 15-16.) \Vith respect to SDG&E, it 

provided that such problems could be addressed in the midterm evaluation. (Id., p. 17.) 

For eleclric service, 0.97-10-057 (the streanllining decision) provides that any 

PBR sharing, rewards, and penalties would be added to or subtracted from billed 

revenues in calculating revenues available (or recovelY o( uneconomic generation costs 

(headroom).2 SDG&E proposes that any shared amount (or 1997 (which would be 

computed in the l\'fay 1998 PBR report) be flowed into the Transition Cost Balancing 

Account (TCBA) in accordance with the streamlining decision. SDG&E recommends 

elimination of the sharing mechanism's provision (or flowing shared revenues through 

the Electric Revenue Adjustmenllvfechanism (ERAM) account. For calendar year 1998, 

SDG&E recommends that the PBR sharing mechanism be suspended, and that it be 

vested with discretion to either retain profits above its authorized rate of return or 

appJy such profits as a credit to transition costs. 

UCAN proposes suspending the sharing mechanism and directing SDG&E to 

use any earnings in excess of the authorized revenue requirement as a credit against 

transition costs. ORA offers two altemative recommendations. Its preferred 

alternath'e, essentially the same as UCAN's proposal, is to eliminate the PBR sharing 

mechanism and require that SDG&E's adual earnings in excess of the authorized rate o( 

retum be lIsed to reduce transition costs through a credit to the TCBA. ORA's 

secondary recommendation is to implement a sharing mechanism modeled after the 

one recently adopted in 0.97-07-054 (or Southern CaHfornia Gas Company. 

SDG&E's proposal (or 1997 sharing is reasonable and will therefore be adopted. 

\Ve find no rcason to suspend the sharing mechanism for 1997 earnings. No party 

J When comu\ents on the midterm e"aluation were fired, a proposed decision on sfreamlining 
tariffs and regulatory accounts had been issued in R.9-1-().1-031/I.9-1-O-1-032. D.97-10-057, issued 
afler the comments were filed, made no substanti\'c changes to the rete\'ant porlions of the 
proposed dceision. 
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proposes to kccp the current sharing mechanism in place (or 1998. However, for the 

reasons stated in the following discussion, We retain the PBR sharing mechanism (or 

1998 as well as 1997. 

SDG&E's PBR sharing mechanism was intended by its proponents to be a 

safeguard for ratepayers against "wind(all profits" and aI\ incentive for the utility to 

achieve savings. (0.94-08-023, pp. 63-64.) Even though eleelric utility cost (C(overy 

mechanisms are currently focused upon the disposition of revenues coHected under 

frozen rates and the use of headroom revenues to o((sct une<:ononlic generation and 

other costs that are eligible for recovery through the Competition Transition Charge 

(CTC), these objectives for the sharing mechanism continue to be important. In 

addition, the sharing mechanism was an integral component of the overall balancing of 

risks and rewards faced by shareholders and ratepayers. \Ve are reluctant to remove 

such a key component of the overall PBR mechanism, be<'ausc there is no assurance that 

doing so would result in a reasonable balancing of risks and rewards. 

\Ve note that the allocation of shared returns adopted in 0.94-08-023 (84% 

elechic, 16% gas) was based on 1993 authorized revenues. \Vith the unbundling of 

electric services and the establishment of a distribution-only revenue requirement for 

1998, these allocation factors are no longer valid. SDG&E's Advice leiter 10SO-E/ 

1070-G confiIn\s this, showing that its proposed authorized electric and gas department 

PBR revenues for 1998 are 73% and 27% of total revenues, respectively. SDG&E should 

revise its Preliminary Statement to update the allocation factors to reflect unbundling of 

generation, transmission, and distribution services, and to reflect the adopted PBR 

revenue amounts (or 1998. 

4.6.~ Non-Price Incentives 

The PBR experiment includes a reward/pcnalt)' mechanism to provide 

incentives (or SDG&n to maintain and improve employee safety, customer satisfaction, 

and electric system reliability while it is also responding to incentives to reduce costs. 

ORA and UCAN propose suspending the non-price rewards while retaining the 

penalties for 1998. They argue that this is cOnsisfent with the streamlining decision's 
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prohibition on the accumulation of rewards and penalties in balancing accounts (or 

reco\'ery after the rate (reeze period. 

ORA and UCAN acknowledge that the streamlining decision provides (in 

Ordering Paragraph 17) that SDG&E's PBR rewards and penalties can be added to or 

subtracted (rom total billed reVenues in calculating reVenues available to offset 

uneconomic generation costs. However, oRA contends that the PBR performance 

incentives unnecessarily duplicate the incentive to maximize headroom and complicate 

the recovery of transition costs. UCAN similarly contends that there would be no 

means by which performance rewards could be diUerentiated from ere collection, and 

that it is inappropriate to put the utility in a position of having to decide whether it 

would give greater priority to performance awards than to crc. 
\Ve belie\'e that the original objectives lor the non-price incentives remain valid 

(or 1998. EVen though the PBR rewards and penalties can only affect headroom, and 

this may dun the effect of the intended incentives, we are not persuaded that the 

incentives are rendered ineffective. \Ve will retain these PBR incentives (or 1998. 

4.6.3 Other Ptoposed Changes 

In 0.97-08-056 the Commission incorporated ERAM balancing revenues of 

$21.1 million in SDG&E's unbundled distribution rate. ORA believes that prior 

undercollections should be allocated to the TCBA and not be incorpor<lted into 

prospective distribution rates. 0.97-08-056 also provided SDG&E an opportunity to 

update its revenue requirement to 1998 levels, but did not provide for a new sales 

forecast. ORA proposes that the Commission adopt an updated sales forecast in this 

proceed ing. 

Propo~1ls to resolve asserted problems associated with 0.97-08-056 exceed the 

scope of this midterm review. \Vc will not consider them here. 

Findings of Fact 

1. The comments and replies, and in part the prepared testimony, comprise a 

complete record for ptuposes of this decision. 
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2. Two primary objedives of conducting the midterm evaluation are addressed by 

this decision's determination of whether a 1999 GRe is needed and by its disposition of 

proposals for modifications to the PBR experiment for 1998 .. 

3. \Vhile we have targeted cleven issllcs (Or review in the final evaluation of the 

experiment in 1999, it may be necessary to address one or mote of these issues before 

then in SDG&E's pending distribution PBR application. 

4. A test year 1999 GRC filing by SDG&E is unnecessary in Hght of our provision 

for a 1999 cost-of-servke showing. 

5. It is premature to decide whether SDG&E should be required to fife a GRC for 

any year after 1999, but We reserve the right to require a distribution GRe filing for the 

year 2000 Or any future test year. 

6. As a matter of policy, SDG&E should be required to include with its pending gas 

and eledrk distribution PBR application a 1999 gas and cledric cost-of-serviee shOWing. 

7. SDG&E's proposal (or the disposition of any shared revenues is reasonable (or 

1997 and 1998. 

8. Because the stated objectives for the sharing mechanism continue to be 

important, and the sharing mechanism is an integral component of the PBR 

experiment's balancing of risks, we should not suspend the sharing mechanism in the 

absence of assurance that doing so would reasonably balance risks and rewards. 

9. SDG&E's Advice Letter lOSO-E/1070-G shows that the 1998 electric distribution 

and gas department PBR revenue requirements are 73% and 27%, respectively, of total 

revenue requirements. 

to. It has not been shown that using the non-price rewards in SIJG&E's PBR 

mechanism to affect headroom would render the intended incentives ineffective. 

11. Proposals to modify 0.97-08-056 and to require an updated ~11es forecast are not 

within the scope of matters to be considered in this evaluation proceeding. 

Conclusions of Law 

1. Evidentiary hearings and further rounds of comments arc not required to 

resolve the midterm evaluation of SDG&E's base rate PBR experiment. 
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2. The midterm evaluation of SDG&E's base rate PBR experiment should be 

terminated, and the final evaluation scheduled {or 1999 should be suspended until 

further order of the Commission. 

3. The requirement that SDG&E file a GRC application (or a 1999 test year should 

be vacated, and the requirement that SDG&E file a GRC application (or any test year 

after 1999 should be suspended until further order of the Commission. 

4. SDG&E should be required to include a gas and electric cost-of·service showing 

in its distribution PBR application. 

5. Any electric ratepayer sharing amounts {or 1997 and 1998 should be credited as 

an offset to transition <'"05tS. 

6. The proposals to suspend the sharing me<."hanism (or 1998 should be denied. 

7. D.94-08-023 should be modified by the Commission to the extent ne<."essary to 

make and incorporate the changes adopted herein. 

8. This proceeding should be dosed. 

ORDER 

IT IS ORDERED that: 

1. The requirenlent that San Diego Gas & Ele<."tric Company (SDG&E) file a general 

rate case (GRC) application (or a 1999 test year is vacated. 

2. Any requirement that SDG&E file a GRC application (or a future test }'ear after 

1999 is suspended until (urther order o( the Commission. 

3. SDG&E shall include a gas and electric <."ost-of-service showing in its distribution 

perfornlance-based ratemaking (PBR) application, which SDG&E will file not later than 

December 31,1997 pursuant to Decision (D.) 97-04-067. The scope and methodology o( 

the cost·o(-service showing shall be in aC<."ordancc with the discussion at pages 7 and 8 

of 0.97-04-085. 

4. The midterm evaluation of SDG&B's experimental base rate PBR nlCchanism 

which was ordered in D.94-08-023 is <."onc1uded. 
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5. The requirement in Ordering Paragraph 3 of 0.94-08-023 for a final evaluation of 

the base rate PBR experiment is suspended until further order of the Commission. 

6. The folloWing modifications to SDG&E's base rate PBR mechanism are adopted: 

a. For 1997 and 1998, SDG&E shall record the electric department 
allocation of any amounts to be shared with ratepayers 
pursuant to the PBR experiment as a credit in the Transition 
Cost Balancing Account. . 

b. The allocation of shared earnings for the gas department is 
increased to reflect the gas department portion of adopted total 
1998 PBR revenue requirements. 

7. SDG&E should file an advice letter within 15 days at the effective date of this 

order to revise its Preliminary Statement to reflcct the above order. 

8. This proceeding is closed. 

9. This order is effective today. 

Dated De<:ember 3, 1997, at San Frandsco, California. 
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