TRANSITION COST BALANCING ACCOUNT (TCBA)


1.	PURPOSE


The purpose of the Transition Cost Balancing Account (TCBA) is to track all CTC revenues and CTC-eligible generation-related costs that were previously tracked through the Energy Cost Adjustment Clause (ECAC) and the generation-related portion of the Electric Revenue Adjustment Mechanism (ERAM), as well as track Commission�approved costs that result from the implementation of Electric Industry Restructuring, including the Utility Distribution Company’s payments to the Power Exchange (PX) and payments to the Independent System Operator (ISO) for power and other services, and any other costs or revenues ordered by this Commission.  The TCBA allows PG&E to track the recovery of its current transition costs, including the accelerated recovery of plant balances, generation-related assets and obligations such that the net book value will approximate the market value, and the accelerated recovery of post-2001 transition costs.  The TCBA consists of CTC revenues and other credits that will be used to recover three cost categories, identified in three sections of the TCBA:  the Current Costs Section, the Accelerated Costs Section, and Post 2001-Eligible Costs Section.  


2.	DEFINITIONS


2.A.	Assembly Bill (AB) 1890:  Electric industry restructuring legislation passed by the state legislature on August 31, 1996, and signed by the governor on September 23, 1996.  (Statutes 1996, Ch. 854, codified in scattered sections of the Public Utilities Code, including 330�397, 840�847, 9600�9606.)


2.B.	California Public Utilities Commission (CPUC or Commission):  The state agency that regulates the rates and services of natural gas, electric, water, steam, pipeline, sewer, telephone, cellular and radio telephone, and telegraph utilities as well as railroad, moving and privately owned bus companies.


2.C.	Competition Transition Charge (CTC):  A non-bypassable charge set to recover from all customers the uneconomic costs of PG&E’s generation-related assets and obligations, as defined by Public Utilities (PU) Code Sections 367, 368, 369, 375 and 376.


2.D.	Diablo Canyon Sunk Cost Revenue Requirement:  The revenue requirement on Diablo Canyon plant investments, based on a 5-year accelerated cost recovery period at a reduced return, as set forth in Ordering Paragraph 2 of Decision 97-05-088.


2.E.	Diablo Canyon Incremental Cost Incentive Price (ICIP):  The price set forth for each year in Ordering Paragraph 3 of Decision 97-05-088 to cover the incremental cost of operating Diablo Canyon.


2.F.	Federal Energy Regulatory Commission (FERC):  An independent federal regulatory agency which administers federal laws and regulations governing energy issues, including the interstate sale and transportation of natural gas, interstate electric power transmission and the sale of electric power for resale, and the licensing of hydroelectric projects.


2.G.	Fixed Transition Amount (FTA):  Non-bypassable rates and other charges that are authorized by the CPUC in a financing order to recover Financed Transition Costs and the costs of providing, recovering, financing or refinancing the costs of issuing, servicing and retiring Rate Reduction Bonds (RRBs).  (PU Code Section 840(d)) 


2.H.	Financed Transition Costs:  The portion of transition costs that electric utilities will recover through the issuance of RRBs.


2.I.	Fixed Transition Amount (FTA) Charge:  Component of the residential and small commercial customer rate which represents payment of the FTA.  The FTA charge will be cents-per-kilowatt hour charge based on usage.


2.J.	Franchise Fees and Uncollectible (FF&U) Accounts:  Franchise Fees and Uncollectible Accounts Expense Shall be included at the rate derived from PG&E’s most recent general rate case decision issued by the Commission.


2.K.	Independent System Operator (ISO):  A non-profit corporation organized under the Non-profit Public Benefit Corporation Law, which ensures efficient use and reliable operation of the transmission grid consistent with achievement of planning and operating reserve criteria no less stringent than those established by the Western Systems Coordinating Council and the North American Reliability Council.  (PU Code Section 345)


2.L.	Interest Rate:  The monthly interest rate equal to one-twelfth of the interest rate on three-month Commercial Paper for the previous month as published in the Federal Reserve Statistical Release, G.13.  If publication of the interest rate on three-month Commercial Paper is discontinued, the interest rate will be equal to one�twelfth of the previous month’s interest rate on Commercial Paper which most closely approximates the rate that was discontinued and which is published in the Federal Reserve Statistical Release, G.13, or its successor publication.


2.M.	Jurisdictional Split:  The computation used to divide the electric revenue requirement between the service provided to customers under FERC jurisdiction and the service provided to customers under the CPUC jurisdiction.


2.N.	Policy Decision:  CPUC Decision 95�12�063 as modified by Decision 96�01�009.


2.O.	Power Exchange (PX):  A non-profit corporation, under FERC jurisdiction, that provides an efficient competitive auction open on a nondiscriminatory basis to all suppliers, that meets the loads of all exchange customers at efficient prices.  (PU Code Section 355)


2.P.	Power Purchase Agreements (PPA):  Contracts that govern the terms by which PG&E purchases electric energy and capacity from power producers other than Qualifying Facilities (QFs). 


2.Q.	PX-Comparable Price:  The average cost of power, including all applicable charges and fees, incurred to purchase energy from the PX.


2.R.	Qualifying Facility (QF):  A non-utility power producer that meets certain operating, efficiency, and fuel-use standards set forth by the FERC’s rules implementing the Public Utility Regulatory Policy Act and thereby qualifies to supply generating capacity and electric energy to electric utilities, which must purchase this power at a price approved by the CPUC.


2.S.	Rate Freeze:  The limitation that electric rates remain unchanged for any rate schedule, contract, or tariff option from the levels in effect on June 10, 1996, with the exception of 10% reductions in rates for residential and small commercial customers.  Conditioned on the timely and sufficient issuance of Rate Reduction Bonds, residential and small commercial customer rates will be reduced by 10 percent on January 1, 1998.  (PU Code Sections 367, 368)


2.T	Rate Freeze Period:  The period of time during which the rate freeze shall remain in effect.  Pursuant to Decision 96-12-077 (Ordering Paragraph 2), the rate freeze commenced prior to January 1, 1998, and shall end on December  31, 2001, unless:  (i) it is extended to March 31, 2002 for recovery of certain costs, as specified by PU Code 381 and Decision 97�06�060 (Findings Of Facts (FOF) 24 and Conclusions Of Law (COL) 5 and 6); or (ii) it ends earlier, on the date on which all of the costs eligible for recovery in the TCBA have been fully recovered.  (PU Code Sections 367, 368)


2.U.	Rate Reduction Bonds (RRBs):  Bonds, notes, certificates of participation or beneficial interest, or other evidences of indebtedness or ownership, issued pursuant to an executed indenture or other agreement of a financing entity, the proceeds of which are used to provide, recover, finance or refinance transition costs and to acquire transition property and that are secured by or payable from transition property.  (PU Code Section 840(e))


2.V.	Utility Distribution Company (UDC):  The utility company that provides distribution services and will continue to be regulated by the CPUC.  The distribution category includes revenue requirements for all distribution plant, customer access equipment at all voltages, and the infrastructure required to provide distribution services.  The UDC will be responsible for providing nondiscriminatory distribution services to all, including direct access customers, in its service territory.





3.	COST RECOVERY PERIODS


The TCBA will begin on January 1, 1998.  On the earlier of December 31, 2001 or the end of the rate freeze period, the costs in the Current Costs and Accelerated Costs Sections of the TCBA will no longer be recoverable, with certain exceptions as described in PU Code Sections 367, 375, 376 and 381.  CTC recovery throughout and beyond the rate freeze period will continue for all costs in the Post 2001-Eligible Costs Section of the TCBA.  PG&E will seek recovery of these transition costs beyond the rate freeze period and beyond December 31, 2001 through the TCBA or some other mechanism, as may be authorized by the Commission.


4.  CTC RATES


The TCBA does not have a rate component.  Rather, the CTC-related revenue is calculated on a residual basis, as described in Part ___ of PG&E’s Preliminary Statement (see Item 6.A.1. described below), and tracked in the TCBA.


5.	REPORTING REQUIREMENTS


Commencing May 1, 1999, PG&E will file an Annual Report with the CPUC to reflect the costs and cost recovery recorded by PG&E in the TCBA for the 12-month period ending December 31 of the previous year.  This Annual Report will include all costs and revenues associated with generation and generation-related transition costs.


The Annual Report shall include the following:


The amounts recorded to the three cost sections of the TCBA.


The collection of CTC revenues.


The results of any plant market valuations.


Any costs associated with CPUC-approved capital additions.


Any changes in revenue requirements, such as changes to the CPUC authorized Hydroelectric/Geothermal Performance Based Ratemaking (PBR) revenue requirement or adjustments related to changes in regulatory asset amounts.


In addition to the Annual Report, beginning in 1998, PG&E will maintain and file with the CPUC a monthly report showing the net balance in the TCBA.


6.	ACCOUNTING PROCEDURE


6.A.  CTC Revenue Section


This account records all CTC monthly revenues, excluding an allowance for FF&U Accounts Expense, received from customers through electric rates, imputed revenues, and other credits as described in Items 6.A.12. through 6.A.143. below.  In addition, monthly debits will be made to the TCBA to reflect payments made by the UDC to the PX and to the ISO, as described in Items 6.A.15 and 6.A.16.  The CPUC jurisdictional portion of all entries shall be made at the end of each month as follows:


6.A.1.	A monthly credit or debit entry to transfer the balance in the Electric Revenue Adjustment Account (ERAA) starting January 1998.


6.A.2.	A monthly credit entry equal to the generation Base Revenue Amount, as defined in Part D of PG&E’s Preliminary Statement, divided by twelve.


6.A.3.	A monthly credit entry to transfer the amount of revenue for services rendered during the month under the ECAC Adjustment Rates as defined in Part B of PG&E’s Preliminary Statement.


6.A.1.	A monthly credit or debit entry to transfer the monthly balance in the Transition Revenue Account (TRA) to reflect the amount of CTC residual revenue PG&E receives from its customers for services rendered during the month, as defined in Part ____ of PG&E’s Preliminary Statement.  (The TRA Tariff will be filed in July as part of the Cost Separation Proceeding.)


6.A.42.	A monthly credit entry equal to the Ten Percent Rate Reduction Amount as provided for in Decision 97-__-___ (RRB Decision) and defined in Part ____ of PG&E’s Preliminary Statement (Rate Reduction Bonds Memorandum Account).


6.A.43	A monthly credit entry equal to the monthly revenue received from residential and small commercial customers from the FTA Charge, as provided for in Decision 97-__-___ (RRB Decision) and defined in Part _____ of PG&E’s Preliminary Statement (FTA).


6.A.54.	A one-time credit or debit entry, on January 1, 1998, equal to the end-of-year 1997 balance in the Interim Transition Cost Balancing Account (ITCBA).


6.A.65.	A net credit or debit entry, as appropriate, at the time that market valuation of a plant occurs, equal to the sum of the following entries:


If applicable, a credit entry at the time of market valuation, equal to the credit balance in the Constrained-On Fossil Plant Memorandum Account in Part ___ of PG&E’s Preliminary Statement.  This reflects the after-tax profits that are tracked during the rate freeze period for each fossil plant that is deemed necessary by the ISO to maintain transmission system reliability.  


If applicable, a credit entry at the time of market valuation, equal to the credit balance in the Non-Constrained-On Fossil Plant Memorandum Account in Part ___ of PG&E’s Preliminary Statement, which reflects the 150 basis point provision pursuant to Decision 97-__-___.  This reflects the after-tax profits that are tracked during the rate freeze period for each fossil plant that is not deemed by the ISO to be necessary to maintain transmission system reliability.


A net credit entry equal to the market value of each plant less the net book value of the plant, less transaction costs and other costs that are authorized for recovery through the market valuation process.


6.A.76.	A one-time credit entry, on January 1, 1998, equal to the end-of-year 1997 balance in the Interim Competition Transition Cost (ICTC) Account, which accrues the interim CTC revenue PG&E receives from Departing Load Customers, as defined in Part AL of PG&E’s Preliminary Statement, prior to January 1, 1998.


6.A.87.	A monthly credit entry equal to the monthly CTC revenue PG&E receives from Departing Load customers, beginning January 1, 1998.


6.A.98.A monthly credit entry equal to the revenue received for services rendered during the month for the fuel-related and non-fuel related components of designated sales transactions to FERC resale customers, in excess of the PX�comparable revenue for these services.


6.A.109.A monthly credit entry equal to the gross revenue received from the sale of air emission credits or allowances (e.g. sulfur dioxide allowances), less reasonably incurred sales costs not already recovered in rates.


6.A.1110.A one-time credit or debit entry on January 1, 1998, equal to the sum of the end-of-year 1997 balances in the Real Property Sales Memorandum Account (RPSMA) and Grizzly Substation Memorandum Account (GSMA).


6.A.1211.A credit or debit entry equal to the net-of-tax proceeds from the sale of the Grizzly Substation approved by the Commission, less indemnity payments and other contingent liabilities, if any, arising from the sale.


6.A.1312.A credit or debit entry equal to the net-of-tax proceeds from the sales of real property.


6.A.1413.A credit entry equal to the credit balance in the Generating Facility Operations and Maintenance (GFOM) Account at the time of the conclusion of the last Operations and Maintenance Agreement for divested plants, pursuant to Decision 97-___-__.  (Divestiture Proceeding)


6.A.15.	A monthly debit entry equal to the amounts recorded for gross payments to the Power Exchange (PX) for all power PG&E’s customers obtain from the PX.


6.A.16.	A monthly debit entry equal to the amount recorded for payments to the Independent System Operator (ISO).


6.B.  Current Costs Section


The purpose of the Current Costs Section is to record the above-market costs of PG&E’s generation plant, generation-related regulatory assets, QFs, and other PPAs as well as current costs of generation.  The Current Costs Section consists of two subaccounts:  the Currently Incurred Costs Subaccount and the Scheduled Amortization Subaccount.  The CPUC jurisdictional portion of all entries shall be made at the end of each month as follows:


6.B.1.  Currently Incurred Costs Subaccount


The Currently Incurred Costs Subaccount records costs that PG&E incurs in the current period.  Pursuant to Decision 97-06-060 (FOF 19, 20), these costs will be recovered prior to recorded costs in the Scheduled Amortization Subaccount.


6.B.1.a.  Restructuring Implementation Cost Entries


The following restructuring implementation costs will be debited to the TCBA as incurred, and recovered during the rate freeze period, pursuant to Decision 97-__-___ (Phase III Decision on eligibility and recovery of restructuring implementation costs).  The reasonableness of these costs will be determined in an annual proceeding, as determined by the Commission.


(1)	IRMA Subaccounts


A one-time debit entry, on January 1, 1998, to transfer the sum of the end-of-year 1997 balances in the Industry Restructuring Memorandum Account (IRMA) subaccounts, excluding the Employee Transition Costs Subaccount (ETCS), the Biennial Resource Plan Update Settlement Costs Subaccount (BRPUSCS) and the Qualifying Facilities Shareholder Savings Subaccount (QFSSS), whose balances will be transferred to the following sections of the TCBA, Items 6.B.1.d.(1), 6.B.1.d.(2), and 6.D.3.a., respectively.


(2)	Environmental Impact Report (EIR) Costs


These costs, as described in Advice 1642�E, are assigned to PG&E related to the Commission-mandated EIR ordered in Decision 95�12�063.


(a)	A monthly debit entry equal to PG&E’s invoiced allocation for the costs associated with the Energy Division’s preparation of an EIR related to electric industry restructuring.


(3)	Customer Education Program (CEP) Costs


These costs are PG&E’s allocation of joint CEP costs, as described in Advice 1663�E.


(a)	A monthly debit entry equal to PG&E’s recorded CEP costs.


(4)	Electric Education Trust (EET) Costs


These costs are described in Advice 1663�E.


(a)	A monthly debit entry equal to PG&E’s recorded EET costs.


(5)	Direct Access Implementation Costs


These costs, as described in Advice 1676-E, are incurred by PG&E to implement direct access.


(a)	A monthly debit entry equal to the amounts recorded in PG&E’s Operations and Maintenance (O&M), and Administration and General (A&G) Expense Accounts that were incurred as a result of the Direct Access Implementation Costs. 


(b)	A monthly debit entry equal to:


1)	the depreciation expense on the average of the beginning and the end-of-month balance of plant installed for the Direct Access Implementation Costs at one�twelfth the annual depreciation rates approved by the CPUC for these plant accounts; plus


2)	the return on investment on the average of the beginning and the end-of-month balance of plant installed for Direct Access Implementation, at one�twelfth of the annual rate of return on investment last adopted for PG&E’s Electric Department by the CPUC; less


3)	the return on the average of beginning and end-of-month accumulated depreciation, and on average accumulated net deferred taxes on income resulting from the normalization of federal tax depreciation, at one-twelfth the annual rate of return on investment last adopted for PG&E’s Electric Department by the CPUC.


(c)	A monthly debit entry equal to federal and state taxes based on income associated with Item 6.B.1.a.(5)(b) above, calculated at marginal tax rates currently in effect.  This will include all applicable statutory adjustments. 


For federal and state taxes, this will conform to normalization requirements as applicable.  Interest cost will be at the percentage of net investment last adopted by the CPUC with respect to PG&E.  


(d)	A monthly debit entry equal to the monthly property taxes on the plant installed.


(e)	A monthly credit entry equal to any revenues received from customers or ESPs for offsetting the costs related to this subaccount.


(6)	ISO/PX and Other Wholesale Market Interface Costs


These costs, as described in Advice 1676-E, are incurred by PG&E to allow it to interface with other systems.


(a)	A monthly debit entry equal to the amounts recorded in PG&E’s O&M and A&G Expense Accounts that were incurred as a result of the ISO/PX and Other Wholesale Market Interface Costs.


(b)	A monthly debit entry equal to:


1)	the depreciation expense on the average of the beginning and the end-of-month balance of plant installed for the ISO/PX and Other Wholesale Market Interface Costs at one-twelfth the annual depreciation rates approved by the CPUC for these plant accounts; plus


2)	the return on investment on the average of the beginning and the end-of-month balance of plant installed for the ISO/PX and Other Wholesale Market Interface Costs, at one-twelfth of the annual rate of return on investment last adopted for PG&E’s Electric Department by the CPUC; less


3)	the return on the average of beginning and end-of-month accumulated depreciation, and on average accumulated net deferred taxes on income resulting from the normalization of federal tax depreciation, at one-twelfth the annual rate of return on investment last adopted for PG&E’s Electric Department by the CPUC.


(c)	A monthly debit entry equal to federal and state taxes based on income associated with Item 6.B.1.a.(6)(b) above, calculated at marginal tax rates currently in effect.  This will include all applicable statutory adjustments.


For federal and state taxes, this will conform to normalization requirements as applicable.  Interest cost will be at the percentage of net investment last adopted by the CPUC with respect to PG&E.


(d)	A monthly debit entry equal to the monthly property taxes on the plant installed.


(7)	Hourly-Interval Meter Installation and Reading Costs


These costs, as described in Advice 1676-E, are incurred by PG&E which will allow it to install and read hourly meters.


(a)	A monthly debit entry equal to the amounts recorded in PG&E’s O&M and A&G Expense Accounts that were incurred as a result of the Hourly-Interval Meter Installation and Reading Costs.


(b)	A monthly debit entry equal to:


1)	the depreciation expense on the average of the beginning and the end-of-month balance of plant installed for the Hourly-Interval Meter Installation and Reading Costs at one-twelfth the annual depreciation rates approved by the CPUC for these plant accounts; plus


2)	the return on investment on the average of the beginning and the end-of-month balance of plant installed for the Hourly-Interval Meter Installation and Reading Costs, at one-twelfth of the annual rate of return on investment last adopted for PG&E’s Electric Department by the CPUC; less


3)	the return on the average of beginning and end-of-month accumulated depreciation, and on average accumulated net deferred taxes on income resulting from the normalization of federal tax depreciation, at one-twelfth the annual rate of return on investment last adopted for PG&E’s Electric Department by the CPUC.


(c)	A monthly debit entry equal to federal and state taxes based on income associated with Item 6.B.1.a.(7)(b) above, calculated at marginal tax rates currently in effect.  This will include all applicable statutory adjustments.


For federal and state taxes, this will conform to normalization requirements as applicable.  Interest cost will be at the percentage of net investment last adopted by the CPUC with respect to PG&E.


(d)	A monthly debit entry equal to the monthly property taxes on the plant installed.


(e)	A monthly credit entry equal to any revenues received from Customers or ESPs for offsetting the costs related to this subaccount.


(8)	UDC Billing System Modification Costs


These costs, as described in Advice 1676-E, are incurred by PG&E to modify its billing systems to allow for billing under direct access.


(a)	A monthly debit entry equal to the amounts recorded in PG&E’s O&M and A&G Expense Accounts that were incurred as a result of the UDC Billing System Modification Costs.


(b)	A monthly debit entry equal to:


1)	the depreciation expense on the average of the beginning and the end-of-month balance of plant installed for the UDC Billing System Modification Costs at one�twelfth the annual depreciation rates approved by the CPUC for these plant accounts; plus


2)	the return on investment on the average of the beginning and the end-of-month balance of plant installed for the UDC Billing System Modification Costs, at one�twelfth of the annual rate of return on investment last adopted for PG&E’s Electric Department by the CPUC; less


3)	the return on the average of beginning and end-of-month accumulated depreciation, and on average accumulated net deferred taxes on income resulting from the normalization of federal tax depreciation, at one-twelfth the annual rate of return on investment last adopted for PG&E’s Electric Department by the CPUC.


(c)	A monthly debit entry equal to federal and state taxes based on income associated with Item 6.B.1.a.(8)(b) above, calculated at marginal tax rates currently in effect.  This will include all applicable statutory adjustments. 


For federal and state taxes, this will conform to normalization requirements as applicable.  Interest cost will be at the percentage of net investment last adopted by the CPUC with respect to PG&E.


(d)	A monthly debit entry equal to the monthly property taxes on the plant installed.


(e)	A monthly credit entry equal to amounts received for services for billing on behalf of the ESP.


(9)	Customer Information Release Systems Costs


These costs are described in Advice 1676-E.


(a)	A monthly debit entry equal to the amounts incurred by PG&E related to Customer Information Release.


(b)	A monthly credit entry equal to any revenues received from ESPs or other parties for offsetting the costs related to this subaccount.


(10)	Independent System Operator (ISO) Costs


These costs are described in Advice 1633�E.


(a)	A debit entry equal to PG&E's recorded costs associated with ISO development which have been rejected by FERC for rate recovery.


(b)	A debit entry equal to any liability recorded by PG&E which arises as a result of PG&E's guarantee of the loans on behalf of the ISO Trust, which shall include all funds advanced to the ISO from the Trust without condition, and without regard to whether funds are expended by the Trustee for work within the scope of the Trust, or at the request of the ISO Board.


(c)	A credit entry equal to any funds received from the ISO Trust or FERC rates for repayment of costs recorded in Item 6.B.1.a.(10)(b) above.


(11)	Power Exchange (PX) Costs


These costs are described in Advice 1663�E.


(a)	A debit entry equal to PG&E's recorded costs associated with PX development which have been rejected by FERC for recovery in PX rates.


(b)	A debit entry equal to any liability recorded by PG&E which arises as a result of PG&E's guarantee of the loans on behalf of the PX Trust, which shall include all funds advanced to the PX from the Trust without condition, and without regards to whether funds are expended by the Trustee for work within the scope of the Trust, or at the request of the PX board.


(c)	A credit entry equal to any funds received from the PX Trust or FERC rates for repayment of costs recorded in Item 6.B.1.a.(11)(b) above.


(12)	A one-time debit entry on January 1, 1998 to transfer the end-of-year 1997 balance in the Transition Cost Audit Memorandum Account (TCAMA).


(13)	A one-time debit entry on January 1, 1998 to transfer the end-of-year 1997 balance in the Diablo Canyon Audit Costs Memorandum Account (DCACMA).


(14)	A monthly debit entry equal to the invoiced audit costs associated with the Diablo Canyon Audit.


(15)	A debit entry on January 1, 1998, to transfer the end-of-year 1997 balance in the Diablo Canyon Property Tax Balancing Account (DCPTBA) and debit entries on December 31, 1998, December 31, 1999, December 31, 2000 and December 31 to transfer the end-of-year balances in the DCPTBA.


6.B.1.b.  Diablo Canyon Entries


(1)	A monthly debit entry equal to one-twelfth of the Annual Diablo Canyon Sunk Cost Revenue Requirement (pursuant to Decision 97-05-088)


(2)	A monthly debit entry equal to the amount allowed to recover the costs of operating the Diablo Canyon Nuclear Power Plant as specified in Decision 97-05-088.  This amount shall be computed as the net generation from Diablo Canyon during the month multiplied by the ICIP in effect as set forth in Decision 97�05�088.  (Pursuant to Decision 95-12-063, Diablo Canyon net generation will be scheduled on a “must-take” basis and taken by the grid whenever produced.)


Less:


The amount received from the PX for the amount of Diablo Canyon generation for the month multiplied by the PX-comparable price.


6.B.1.c.  Hydroelectric/Geothermal Entries


(1)	A monthly debit entry equal to one-twelfth of the annual authorized Hydroelectric/Geothermal Performance Based Ratemaking Revenue Requirement, adjusted to remove a plant’s sunk cost revenue requirement at the time market valuation of a plant occurs.


(2)	A monthly debit entry equal to actual fuel expenses associated with the Helms pumped-storage facility, payments to others for water in PG&E’s hydroelectric production, and costs associated with the purchase of steam energy.


(3)	A monthly credit entry equal to the PX revenues earned by hydroelectric and geothermal plants for services rendered to the PX during the month.


(4)	A monthly credit entry equal to the ISO revenues earned by hydroelectric and geothermal plants for services rendered to the ISO during the month, based on the ISO contracts.


6.B.1.d  QF Entries


(1)	A one-time debit entry on January 1, 1998 to transfer the end-of-year 1997 balance from the BRPUSCS in the IRMA.


(2)	A one-time debit entry on January 1, 1998 to transfer the end-of-year 1997 balance from the QFSSS in the IRMA.


(3)	A monthly debit entry equal to payments made to QFs during the transition period, including:  (1) payments for contract restructuring, including, but not limited to, any buy-out, buy-down, renegotiation, or termination of such contracts, to the extent these are not recovered in the regulatory asset revenue requirement in Item 6.B.2.a.(1), (2) settlements and judgments related to QF power purchase agreements, and (3) administrative and litigation costs associated with these contracts.


Less:


TheAn amount received from the PX for the amount equal to the product of QF energy supplied for the monthand the PX-comparable price.


(4)	BRPU Costs  �These costs, as described in Advice 1642�E, are associated with contracts approved by the Commission to settle issues associated with the BRPU.


(a)	A monthly debit entry equal to PG&E’s recorded BRPU settlement costs.


(5)	Qualifying Facilities Shareholder Savings (QFSS) �These shareholder savings are described in Advice 1642�E.


(a)	A monthly debit entry, at the time the restructured contract is signed, equal to ten percent of the total net-present-value of the ratepayer benefits from a restructured QF contract.


(b)	A monthly debit or credit entry upon Commission approval of a restructured contract to true-up for any difference between the initial net present value, entry 6.B.1.d.(5) above, and the final Commission-approved net present value of the restructured QF contract and to adjust the interest computation in item 6.B.1.g. for the effect of the true-up benefits.


6.B.1.e.  Power Purchase Agreement (PPA) Entries


A monthly debit entry equal to payments made under PPAs, including the administrative costs associated with these contracts.


Less:


TheAn amount received from the PX for the equal to the product of the total PPA energy supplied during the monthand the PX-comparable price.  


6.B.1.f.  Western Area Power Authority (WAPA) Exchange Agreement Entries


A monthly credit entry for energy returned to WAPA equal to the product of total energy returned multiplied by the authorized price for that energy.


6.B.1.g.  Interest Entry


If applicable, after revenue has been applied, a monthly debit entry equal to interest on the average of the net balance in this Currently Incurred Costs Subaccount (items 6.B.1.a. through 6.B.1.f.) to the extent the net balance is undercollected, at a rate as defined in Section 2.L.


6.B.1.h.  Transfer of Cost Entries


If applicable, a one-time credit on December 31, 2001, to transfer the balance in this Currently Incurred Costs Subaccount to subaccounts in the Post 2001-Eligible Costs Section, consistent with Section 6.D.


Revenues will first be used to recover costs in the Currently Incurred Costs Subaccount described in Item 6.B.1.  If a credit balance exists after all costs in the Currently Incurred Costs Subaccount have been recovered, revenue will be used to recover costs in the Scheduled Amortization Subaccount described in Item 6.B.2. described below.


6.B.2.  Scheduled Amortization Subaccount


PU Code Section 367 allows PG&E to accelerate recovery of the uneconomic portion of generation plants, regulatory assets and other fixed obligations.  Pursuant to Decision 97�06�060 (COL 13, 14), the following debits reflect the amortization of the uneconomic portion of PG&E’s generation plant, generation-related obligations, and generation-related regulatory assets as of January 1, 1998, depreciated on a straight-line basis, over a 48-month period, beginning January 1, 1998 and ending December 31, 2001.  The uneconomic portion of PG&E’s generation plant is based on an estimate of the market value of the plant, with the amortization schedule set so that the net book value of the plant will approach the estimated market value, pursuant to Decision 97�06�060 (FOF 22).  If market valuation of CTC-eligible costs occurs, estimates of market valuation change, net book value changes or costs are further accelerated in the Accelerated Costs Section, the depreciation schedule and amounts will be adjusted accordingly.  In this case, new estimates of the unrecovered uneconomic costs will be determined, and amortization of this amount will be scheduled over the remaining months until December 31, 2001.


6.B.2.a. Regulatory Asset and Balancing Account Entries


(1)	A monthly debit entry equal to the total generation-related regulatory asset revenue requirement as of January 1, 1998, divided by 48.  This includes the costs associated with contract restructuring, including any buy-out, buy-down, renegotiation, or termination of such contracts to the extent such restructurings were executed as of December 31, 1997.


(2)	A monthly debit entry equal to the month-end balance in the Helms Adjustment Account (after the application of interest for the month), divided by the number of months remaining until December 31, 2001.


(3)	A monthly debit entry equal to the generation-related portion of month-end balance in the Hazardous Substance Mechanism Account (after the application of interest for the month), divided by the number of months remaining until December 31, 2001.


6.B.2.b.  Fossil Entries


(1)	A monthly debit entry for the revenue requirement associated with the fossil sunk cost (includes plant and generation-related assets and obligations), which includes a 48-month amortization of the uneconomic portion of the fossil sunk cost as of January 1, 1998, pursuant to Decision 97�06�060 (COL 7, 8, 13).


(2)	If applicable, a debit entry at the time of market valuation of a plant, equal to the debit balance in the Constrained-On Fossil Plant Memorandum Account.  This reflects the amount of unrecovered “going forward costs” as defined by PU Code 367(c) that are tracked during the rate freeze period for plants that are deemed necessary by the ISO to maintain transmission system reliability. 


6.B.2.c.  Non-Nuclear Decommissioning Entry


A monthly net debit or credit entry equal to the present value of the future revenue requirements associated with fossil and geothermal decommissioning costs determined as of January 1, 1998, net of any monies already accrued for such decommissioning, divided by 48.  The future revenue requirement will be recalculated and the monthly debit will be recalculated at the time of market valuation of each non�nuclear generating plant.


6.B.2.d.  Hydroelectric/Geothermal Entries


(1)	If applicable, a monthly debit entry to reflect an addition to the PBR revenue requirement for the 48-month amortization of the uneconomic portion of the Helms Pumped Storage Facility sunk cost as of January 1, 1998, pursuant to Decision 97�06�060 (COL 7, 8, 13).


(2)	If applicable, a monthly debit entry to reflect an addition to the PBR revenue requirement for the 48-month amortization of the uneconomic portion of conventional hydroelectric plant sunk costs as of January 1, 1998, pursuant to Decision 97�06�060 (COL 7, 8, 13).


(3)	If applicable, a monthly debit entry to reflect an addition to the PBR revenue requirement for the 48-month amortization of the uneconomic portion of geothermal plant sunk costs as of January 1, 1998, pursuant to Decision 97�06�060 (COL 7, 8, 13).


6.B.2.e.  Interest Entry


(1)	If applicable, after revenue has been applied, a monthly debit entry equal to interest on the average of the net balance in this subaccount (Items 6.B.2.a. through 6.B.2.d., excluding 6.B.2.a.(2) and 6.B.2.a.(3)), to the extent the net balance is undercollected, at a rate as defined in Section 2.L.


6.B.2.f.  Transfer of Costs Entry


If applicable, a one-time credit on December 31, 2001 to transfer the balance in this Scheduled Amortization subaccount to subaccounts in the Post 2001-Eligible Costs Section, consistent with Section 6.D.


Pursuant to Decision 97�06�060 (FOF 19, 20, 23), if a credit balance exists after all costs in the Current Costs Section (Section 6.B.) are recovered, revenue may be used to recover accelerated costs in the Accelerated Costs Section described in Item 6.C. described below.


6.C.  Accelerated Costs Section


Pursuant to Decision 97�06�060 (FOF 19, 20, 21, 22), if a credit balance remains after costs in the Current Costs Section are recovered, available revenues may be used to further accelerate costs until plants are depreciated to their expected market value.  The priority of recovery will be those assets which earn the highest return and allow for the greatest tax benefits to ratepayers pursuant to Decision 97�06�060 (FOF 5, 6, COL 13,).  To the extent costs are accelerated faster than the 48�month amortization schedule established in the Current Costs Section, the debit amounts to the Scheduled Amortization Subaccount will need to be recalculated.  The CPUC jurisdictional portion of all the following entries may be made to this account:


6.C.1.  Regulatory Asset Entry


A debit entry to record the revenue requirement associated with accelerated recovery of the generation-related regulatory asset.


6.C.2.  Fossil Entry


A debit entry to record the revenue requirement associated with the accelerated recovery of the uneconomic portion the fossil sunk cost.


6.C.3.  Non-Nuclear Decommissioning Entry


A debit entry to record the revenue requirements associated with accelerated recovery of fossil and geothermal decommissioning costs.


6.C.4.  Hydroelectric and Geothermal Entries


a.	A debit entry to record the revenue requirement associated with the acceleration of recovery of the uneconomic portion of the Helms Pumped Storage Facility sunk costs.


b.	A debit entry to record the revenue requirement associated with the acceleration of recovery of the uneconomic portion of conventional hydroelectric plant sunk costs.


c.	A debit entry to record the revenue requirement associated with the acceleration of recovery of the uneconomic portion of the geothermal plant sunk costs.


6.C.5.  Nuclear Decommissioning


A debit entry to record the revenue requirement associate with the accelerated recovery of the future costs of the nuclear decommissioning.


6.C.6.  QF Entry


A debit entry to record the revenue requirements associated with the accelerated recovery of future QF costs.


6.C.7.  Interest Entry


If applicable, after revenue has been applied, a monthly debit entry equal to interest on the average of the net balance if the costs in this Accelerated Costs Section (Items 6.C.1. through 6.C.6.) to the extent the net balance is undercollected., at a rate as defined in section 2.L.


6.C.8.  Transfer of Costs Entry


If applicable, a one-time credit on December 31, 2001 to transfer the balance in this Accelerated Costs Section to subaccounts in the Post 2001-Eligible Costs Section, consistent with Section 6.D.


6.D.  Post 2001-Eligible Costs Section


The Post 2001-Eligible Costs Section records costs that are eligible for recovery after the rate freeze period or December 31, 2001 (whichever is earlier).  To the extent the rate freeze ends before December 31, 2001, costs in this section are recoverable before December 31, 2001.  This account includes employee transition costs that are incurred by PG&E during the rate freeze period, as specified by Decision 97�06�060 (FOF 24, COL 4).  Additionally, this account includes generation-related transition costs incurred during the rate freeze period before January 1, 2002 whose recovery may be extended until March 31, 2002, as specified by PU Code Sections 367(a), 376, and 381(d) and Decision 97�06�060 (FOF 24, COL 6).  The costs listed in this account are subject to different recovery ending dates, as specified in PU Code Sections 367(a) and 381(d), depending on the specific cost.  Finally, this account includes the cost of renewables programs funded by PG&E after 2001, up to the limits designated in PU Code Section 381 and Decisions 97�06�060 (FOF 24, COL 5), and 97�02�014.


The CPUC jurisdictional portion of all entries shall be made at the end of each month as follows:


6.D.1.  Additional Renewables Program Funding Costs Subaccount


a.	A debit entry, as appropriate, equal to the funding of renewables program costs that PG&E spends after December 31, 2001, not to exceed PG&E’s portion of the $75 million, in order to ensure that the full amount of dollars for renewables programs is funded as specified in AB 1890, Section 381 and pursuant to Decision 97�06�060 (FOF 24, COL 5).  Pursuant to Decision 97�06�060 (FOF 24, COL 5), the rate freeze may continue until March 31, 2002 in order to recover the costs in this subaccount.


b.	If applicable, after revenue has been applied, a monthly debit entry equal to interest on the average balance of this subaccount to the extent the balance is undercollected, at a rate as defined in Section 2.L.


6.D.2.  Displaced Transition Cost Recovery Subaccounts


At the end of 2001, if any balances remain in either the Current Costs Section or the Accelerated Costs Section, these costs will be transferred to one or more of the following three subaccounts, subject to the monetary and non-monetary limits as specified in PU Code Sections 367(a)(5), 381(d), and 376 and CPUC Decision 97�06�060 (FOF 24, COL 5) for each of the three cost categories.  The rate freeze may be extended beyond December 31, 2001, to recover these costs.  Revenue collected through the extension of the rate freeze after December 31, 2001, must first be applied to the Additional Renewables Program Funding Costs Subaccount in Item 6.D.1.  After these costs are recovered, revenue may be applied to the Irrigation District Exemptions Subaccount in Item 6.D.2.a.  After these costs are recovered, revenue will be applied to the Renewables Program Costs Subaccount in Item 6.D.2.b.


a.	Irrigation District Exemptions Subaccount


(1)	One-time debit entries equal to the amount of generation-related transition costs, including interest, that remain unrecovered on December 31, 2001, if any, due to irrigation district exemptions.  Pursuant to Decision 97�06�060 (FOF 38, COL 5, 19, 24, 25, 26) the amount of principal costs to be debited is limited to $50 million, as designated in PU Code Section 367 (a)(5).  The costs to be included are those costs from the Current Costs Section and/or the Accelerated Costs Section that remain unrecovered after December 31, 2001.  The transfer of remaining costs will be accomplished by making one-time credits to the Current Costs and/or the Accelerated Costs Sections and debiting this subaccount by an equivalent amount.  The rate freeze may continue until March 31, 2002 to recover the costs in this subaccount, consistent with the provisions of the Firewall Mechanism described in Item 7 below.


(2)	If applicable, after revenue has been applied, a monthly debit entry equal to interest on the average balance of this subaccount to the extent the balance is undercollected, at a rate defined in Section 2.L.


b.  Renewables Program Costs Subaccount


(1)	One-time debit entries equal to the amount of generation-related transition costs, including interest, that remain unrecovered on December 31, 2001, if any, due to the recovery, during the period between January 1, 1998 and December 31, 2001, of costs of renewables programs.  The amount of principal costs debited to this subaccount will not exceed the amount that is funded for renewables during January 1, 1998 to December 31, 2001, as designated by PU Code Section 381(d) and Decision 97�06�060 (FOF 24, COL 5, 6).  The costs to be included are those transition costs from the Current Costs Section and/or the Accelerated Costs Section that remain unrecovered after December 31, 2001.  On January 1, 2002, the transfer of remaining costs will be accomplished by making one-time credits to one or more of the subaccounts within the Current Costs and/or the Accelerated Costs Sections and one-time debits to this subaccount by an equivalent amount.  Pursuant to Decision 97�06�060 (FOF 24, COL 5, 6), the rate freeze may continue until March 31, 2002 in order to recover the costs in this subaccount.


(2)	A one-time credit equal to the amount of interest earned on the displaced transition costs in item 6.D.2.c.1 during the transition period.  This credit is meant to remove any interest that has been applied to transition costs that are displaced due to the recovery of renewables program costs.  


c.  Restructuring Implementation Costs Subaccount


(1)	One-time debit entries on January 1, 2002 equal to the amount of generation-related transition costs, including interest, that remain unrecovered in the Currently Incurred Costs Subaccount of the Current Costs Section on December 31, 2001, if any, due to the recovery, during the period between January 1, 1998 and December 31, 2001, of the restructuring implementation costs described in items 6.B.1.a.(1) through 6.B.1.a.(14) and any other restructuring implementation costs approved for recovery.  The amount of principal costs to be debited to this account will not exceed the amount of restructuring implementation costs debited to the TCBA during January 1, 1998 to December 31, 2001.  The costs to be included are those transition costs from the Current Costs Section and/or the Accelerated Costs Section that remain unrecovered after December 31, 2001.  On January 1, 2002, the transfer of remaining costs will be accomplished by making one-time credits to one or more of the subaccounts within the Current Costs and/or the Accelerated Costs Sections and debiting this subaccount by an equivalent amount.  Recovery of these costs will continue beyond 2001 until these costs are fully recovered.


(2)	If applicable, after revenue has been applied, a monthly debit entry equal to interest on the balance of this subaccount to the extent the balance is undercollected at a rate as defined in Section 2.L.


6.D.3.  Employee Transition Costs Subaccount


a.	A one-time debit entry on January 1, 1998 to transfer the end-of-year 1997 balance in the Employee Transition Cost Subaccount (ETCS) in IRMA.  These costs may be recovered until December 31, 2006 and interest will be applied to this subaccount, pursuant to Decision 97�06�060 (FOF 4, 24, COL 4, 17) at a rate as defined in Section 2.L.


b.	Employee Transition costs


These employee-related transition costs are described in Advice 1642�E.


(1)	A debit entry, as appropriate, equal to PG&E’s recorded employee transition costs for utility personnel affected by electric industry restructuring.  These costs may be recovered until December 31, 2006, pursuant to Decision 97�06�060 (FOF 4, 24, COL 4, 17).


c.	A monthly debit entry equal to interest on the average balance of this subaccount to the extent the balance is undercollected, pursuant to Decision 97�06�060 (FOF 4, 24, COL 4, 17), at a rate as defined in Section 2.L.


6.D.4.  QF Subaccount


Pursuant to Decision 97�06�060 (COL 3), recovery of the following costs will continue, after December 31, 2001, or after the rate freeze (whichever is earlier), for the duration of the QF contracts.


a.	A monthly debit entry equal to payments made to QFs after the rate freeze period, or after December 31, 2001 (whichever is earlier), including:  (1) payments for contract restructuring, including, but not limited to, any buy-out, buy-down, renegotiation, or termination of such contracts, (2)  settlements and judgments related to QF power purchase agreements, and (3) administrative and litigation costs associated with these contracts.


Less:


The amount received from the PX for An amount equal to the product of the total QF energy supplied during the month after the rate freeze period, or after December 31, 2001 (whichever is earlier), and the PX-comparable price.


b.	Qualifying Facility Shareholder Savings (QFSS)


(1)	A debit entry, at the time the restructured contract is signed, equal to ten percent of the total net present value of the ratepayer benefits from a restructured QF contract.


(2)	A debit or credit entry upon Commission approval of a restructured contract to true-up for any difference between the initial net present value, entry 6.D.4.b.(1) above, and the final Commission-approved net present value of the restructured QF contract and to adjust the interest computation in Item 6.D.4.c. for the effect of the true-up benefits.


c.	If applicable, after revenue has been applied, a monthly debit entry equal to interest on the balance of this subaccount to the extent the balance is undercollected at a rate as determined in Section 2.L.


6.D.5.  Power Purchase Agreement (PPA) Subaccount


Pursuant to Decision 97�06�060 (COL 3) recovery of the following costs will continue after the rate freeze period, or after December 31, 2001 (whichever is earlier), for the duration of the PPAs.


a.	A monthly debit entry equal to payments made under PPAs after the rate freeze period, or after December 31, 2001 (whichever is earlier), including the administrative costs associated with these contracts.


Less:


TheAn amount received from the PX for the equal to the product of the total PPA energy supplied during the month after the rate freeze period, or after December 31, 2001 (whichever is earlier), and the PX-comparable price.


b.	If applicable, after revenue has been applied, a monthly debit entry equal to interest on the balance of this subaccount to the extent the balance is undercollected at a rate as defined in Section 2.L.


6.D.6. Interest


If a net credit balance remains in the TCBA after all costs have been recovered, a credit entry equal to interest on the average balance in the TCBA will be recorded at a rate as described in Section 2.L.


7.  FIREWALL MECHANISM


PU Code Section 330(v)(2) and Decision 97�06�060 (FOF 38, COL 24, 25) requires that a “firewall” be created to ensure that the two customer groups (combined residential and small commercial classes versus remaining large customer classes) pay only for their own CTC exemptions.  The Competition Transition Charge Exemptions Memorandum Account (CTCEMA) as approved by Decision 96-12-077 records the CTC costs that would have been recovered if not for exemptions.  In a separate tracking mechanism, PG&E will impute the amount of CTC exempted revenues into the TCBA.  For tracking purposes only, the amounts of the exempted revenues will be “credited” as imputed revenues into the CTC Revenue Section as though PG&E had actually received CTC revenue from exempted customers.  Based on the sum of actual CTC revenues, and the imputed exempt CTC revenues, the balances in all the CTC cost accounts may reach zero at some time during the transition period.  This determines the point in which all CTC-eligible costs would have been recovered, had there not been exemptions.  In reality, the amount of CTC-eligible costs that actually remain to be recovered in the actual CTC Cost Accounts is equal to the amount of exemptions that have occurred.  These remaining costs will be recovered by further extending the rate freeze.  However, CTC collection would only continue for a particular customer category to pay off the amount of CTC exemptions that are recorded in the CTCEMA for a particular customer group.  After that, the rate freeze for that customer group would end.


Extension of the rate freeze to recover the costs associated with the above-mentioned exemptions is subject to an end date of December 31, 2001, with the exception of exemptions for irrigation districts.  If transition costs have not been fully recovered by the end of 2001, as described in item 6.D.2.a., the rate freeze may continue until March 31, 2002 to pay for CTC exemptions, up to the $50 million associated with irrigation district exemptions.  In this case, the rate freeze would continue for CTC collection for exemptions related to irrigation districts until either that class’ portion of exemptions due to irrigation districts is paid (as recorded in the CTCEMA), the $50 million limit is reached, or until March 31, 2002.  If all irrigation district exemption-related costs are recovered or the $50 million limit is reached before March 31, 2002, the rate freeze would then continue to recover the displaced transition costs associated with renewables program costs, as described in Section 6.D.2.b., until all the costs are recovered, or until March 31, 2002.





�
	Application No.:  96-08-070	


	Exhibit No.:  	


	Date:  July 23, 1997	












































PACIFIC GAS AND ELECTRIC COMPANY





revised TRANSITION COST BALANCING ACCOUNT (TCBA)





PRO FORMA TARIFF LANGUAGE





to reflect JULY 1, 1997, proposed decision





























�
































	1


	2


	3


	4


	5


	6


	7


	8


	9


	10


	11


	12


	13


	14


	15


	16


	17


	18


	19


	20


	21


	22


	23


	24


	25


	26


	27








�PAGE  �24�








�PAGE  �35�


























