S.	HAZARDOUS SUBSTANCE MECHANISM (HSM)�
�
1.	PURPOSE:  The Hazardous Substance Mechanism (HSM) provides a uniform methodology for allocating costs and related recoveries associated with covered hazardous substance-related activities, including hazardous substance clean-up and litigation, and related insurance recoveries, as set forth in D.94�05�020.  In compliance with Decision 97-xx-xxx, the HSM accounts shall exclude generation-related hazardous substance clean-up and litigation costs incurred after December 31, 1997.  The HSM includes a balancing account, the Hazardous Substance Cost Recovery Account (HSCRA), and an interest-bearing tracking account, the Other Hazardous Substance Tracking Account (OHSTA).


Terms and definitions relating to hazardous substance-related activities are found in D.94�05�020, Appendix A.


2.	APPLICABILITY:  The HSCRA applies to all covered costs and recoveries associated with manufactured gas plant sites, presently-identified federal superfund sites, and other identified sites included in D.94�05�020, Appendix A.  The OHSTA is an interest-bearing tracking account for costs and recoveries for sites not included within one of the three defined categories set forth in D.94�05�020, Appendix A.


3.	REVISION DATE:  PG&E shall determine when to seek rate recovery for any balance under the HSM and is authorized to include balances under the HSM as part of any application which PG&E deems appropriate.


The California Public Utilities Commission (CPUC) will not conduct a reasonableness review of costs under the HSM except, at its discretion, of costs recorded in the OHSTA.


4.	HSM RATES:  The HSM currently does not have a rate component.


5.	REPORTING REQUIREMENTS:  On or before August 2, 1994, PG&E will file an initial report with the Commission Advisory and Compliance Division (CACD), describing previously recorded hazardous substance costs transferred to the HSCRA.  (Requirements for this initial report are found in D.94�05�020, Appendix A, page 14.)


Commencing March 1, 1995, PG&E will file an annual report with the CACD to reflect the costs and recoveries recorded by PG&E in the HSM for the 12-month period ending December 31 of the previous year, except for the first year report, which will cover the period from June 3, 1994, through December 31, 1994.  The Annual Report will be served on all parties to Application No. (A.) 91�04�044.


The Annual Report shall include the following:


a.	The name and location of each site for which costs were incurred or a recovery obtained.


b.	The amount of covered hazardous substance clean-up costs incurred for each site.


c.	The amount of internal PG&E costs included with the hazardous substance clean-up costs.


d.	The total third-party and insurance litigation costs incurred for all sites.


e.	The amount of covered third-party and insurance recoveries obtained for all sites.


f.	A description of the costs in sufficient detail to allow a determination of whether costs have been properly accounted for by PG&E, and whether reported internal PG&E costs are already being recovered through rates.


6.	COST ALLOCATION:  PG&E shall allocate all costs and related recoveries 70 percent to the Gas Department and 30 percent to the Electric Department, with the exception of hazardous substance insurance litigation costs recovered through PG&E’s 1993 General Rate Case base revenues.�
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