	C.	GAS ACCOUNTING TERMS AND DEFINITIONS
	

	These accounting terms and definitions are used in the gas revenue requirement and accounting procedure descriptions that follow in this Preliminary Statement.  They are consistent with and apply to PG&E's Gas Rate Schedules and Rules.  Additional definitions can be found in Rule 1.
1.	BALANCING ACCOUNT:  In the context of this tariff, a balancing account is an account in which:
a.	expenses are compared with revenues from rates designed to recover those expenses, or
b.	forecast expenses are compared with recorded expenses, or
c.	forecast revenues are compared with recorded revenues.
The resulting under- or overcollection, plus interest, is recorded on PG&E's financial statements as an asset or liability, which is owed from or due to the ratepayers.  Balances in balancing accounts, plus interest, are to be amortized in rates.
2.	BASE REVENUE AMOUNT:  The Base Revenue Amount is the annual operating revenue, less other operating revenue.  The Base Revenue Amount shall be increased or decreased to incorporate changes in the level of authorized operating revenue specified in CPUC decisions.
In Decision No. 98-06-073, the CPUC adopted specific levels of Enhanced Oil Recovery (EOR) revenue.  In Decision 97-08-055, the CPUC adopted specific levels of brokerage fee revenue and rate escalation adjustments.  In Decision No. 98-06-073, the CPUC also authorized allocation adjustments for G‑10 employee discounts, and CARE Administrative and General Expenses.  The currently effective Base Revenue Amount, the core and noncore allocation, the credits, and allocation adjustments are shown in the following table.
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Advice Letter No.	2099-G	Issued by	Date Filed	August 6, 1998
Decision No.	98-06-073	Thomas E. Bottorff	Effective	September 1, 1998
		Vice President	Resolution No.	
29822		Rates & Account Services
	C.	GAS ACCOUNTING TERMS AND DEFINITIONS (Cont’d.)

	2.	BASE REVENUE AMOUNT: (Cont’d.)
	

	
	
	Amount ($000)
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	BCAP Base Revenue(1)
	
	
	

	
Description
	
	
Total
	
	
Core
	
	
Noncore
	
	Transmission and Storage(2)
	

	
	
	
	
	
	
	
	
	
	(D)

	Authorized Operating Revenue (effective 1-1-2000)
	
	
1,270,522 (R)
	
	
880,697
	
	
45,277
	
	
344,548 (R)
	(T)
(T)

	
	
	
	
	
	
	
	
	
	(D)

	Less: Other Operating Revenues
	
	(5,858)
	
	(5,643)
	
	(215)
	
	
	

	BASE REVENUE AMOUNT
	
	$1,264,664 (R)
	
	$875,054
	
	$45,062
	
	$344,548 (R)
	

	
	
	
	
	
	
	
	
	
	

	Distribution Marginal Costs(3)
	
	(4,178)
	
	
	
	(4,178)
	
	
	

	
	
	
	
	
	
	
	
	
	

	Rate Escalation Adjustment - Gas Accord 2000
	
	
26,217 (I)
	
	
3,469 (I)
	
	
457 (I)
	
	
22,291 (I)
	
(T)

	
	
	
	
	
	
	
	
	
	(T)

	Credits:
	
	
	
	
	
	
	
	
	

	EOR Revenue
	
	(25)
	
	(23)
	
	(2)
	
	
	

	Core Brokerage Fee
	
	(5,508)
	
	(5,497)
	
	(11)
	
	
	

	Noncore Brokerage Fee
	
	(259)
	
	(40)
	
	(219)
	
	
	

	Core Firm Storage (4)
	
	(41,239)
	
	(41,239)
	
	
	
	
	

	Allocation Adjustments: 
	
	
	
	
	
	
	
	
	

	G-10 Allocated Employee Discount
	
	714
	
	263
	
	451
	
	
	

	
	
	
	
	
	
	
	
	
	

	CARE Administrative & General
	
	
	
	
	
	
	
	
	

	Expenses
	
	(410)
	
	(405)
	
	(5)
	
	
	

	
	
	
	
	
	
	
	
	
	

	Total Base Revenue Requirement (with credits and adjustments) (effective 1-1-2000)
	
	

$1,281,21539,976 (I)
	
	

$872,82131,582 (I)
	
	

$41,555 (I)
	
	

$366,839 (I)
	

(T)

	
	
	
	
	
	
	
	
	
	

	_______________
(1)	The BCAP Base Revenue includes Distribution and Public Purpose Program Base Revenue for core and noncore Customers, and Storage Base Revenue allocated to core Customers.
	

	(2)	The Transmission and Storage Base Revenue includes Storage Base Revenue Requirement allocated to load balancing and the Unbundled Storage Program.  
	

	
	(D)

	(3)	Amount represents a joint compromise adopted in Decision 98‑06‑073 for the distribution marginal cost revenues allocable to large distribution customers, to be absorbed by shareholders.
	(T)
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Advice Letter No.	2217-G	Issued by	Date Filed	March 1, 2000
Decision No.	00-02-046	DeAnn Hapner	Effective	January 1, 2000
		Vice President	Resolution No.	
41848		Regulatory Relations
	C.	GAS ACCOUNTING TERMS AND DEFINITIONS (Cont'd.)

	3.	COST ALLOCATION FACTORS:
a.	General:  These factors are derived from the core and noncore costs adopted in the last Cost Allocation Proceeding and are used to allocate recorded costs to customer classes.
	

	
	
	
	Factor
	

	
	
	
	
	

	
	
Cost Category
	
	
Core
	
	
Noncore
	
	Unbundled
Storage
	
	
Total
	

	
	Transition Cost
	
	0.36862
	
	0.63138
	
	
	
	1.00000
	

	
	Intervenor Compensation
	
	0.95743(C)
	
	0.04257(C)
	
	
	
	1.00000
	

	
	Carrying Cost on Non‑cycled Gas in Storage*
	
	
0.87500
	
	
	
	
0.12500
	
	
1.00000
	

	
	
	

	
	*	Excluding Non-cycled Gas in Storage which is allocated to system load balancing and recovered through transmission rates.
	

	b.	Pacific Gas and Electric Gas Transmission Northwest (PG&E GT-NW) and Intrastate Pipeline Demand Charges:  Factors are derived based on the procedures defined in Decisions 91‑11‑025 and 97-05-093.
1)	The core procurement factor will be equal to the capacity reserved for core procurement customers on each pipeline divided by the total capacity held by PG&E on that pipeline.
2)	The core transport factor will be equal to the capacity reserved for core transport customers on each pipeline divided by the total capacity held by PG&E on that pipeline.  
3)	The core subscription factor will be equal to the capacity reserved for core subscription customers on each pipeline divided by the total capacity held by PG&E on that pipeline.

4.	COST ALLOCATION PROCEEDING:  The proceeding in which the Revenue Requirement, excluding the Revenue Requirement for Transmission and Storage, as described in Section C.10 below, is allocated between customer classes and included in rates.  This proceeding is currently a biennial proceeding pursuant to CPUC Decision No. 90‑09‑089.
5.	FORECAST PERIOD OR TEST PERIOD:  The 24‑month period, beginning with the revision date as specified in the Cost Allocation Proceeding.
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Advice Letter No.	2188-G	Issued by	Date Filed	October 1, 1999
Decision No.	98-12-078	DeAnn Hapner	Effective	January 1, 2000
		Vice President	Resolution No.	
41263		Regulatory Relations
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Advice Letter No.	2099-G	Issued by	Date Filed	August 6, 1998
Decision No.	98-06-073	Thomas E. Bottorff	Effective	September 1, 1998
		Vice President	Resolution No.	
29885		Rates & Account Services
	C.	GAS ACCOUNTING TERMS AND DEFINITIONS (Cont’d.)

	6.	FRANCHISE FEES AND UNCOLLECTIBLE ACCOUNTS EXPENSE (F&U):  F&U refers to that portion of rates designed to recover PG&E's authorized expenses for both the use of public rights-of-way (franchise fees) and bad debts (uncollectible accounts expense).  Rates for retail customers include a component for F&U, as determined in PG&E's 1996 General Rate Case, Decision 95-12-055, and PG&E’s Cost Allocation Proceeding, Decision 98-06-073.  Rates for wholesale customers include a component for the franchise fees only, per Decision 87‑12‑039.  Rates for UEG and cogeneration include uncollectibles expense and a reduced component for franchise fees.  Since UEG is exempt from franchise fees, the franchise fee rate for UEG and cogeneration is reduced to account for the UEG franchise fee exemption while maintaining UEG/cogeneration parity in accordance with Public Utility Code 454.4.
The F&U factor is equal to	.1.01236
7.	GAS SUPPLY PORTFOLIO:  This portfolio includes the cost of gas procured by PG&E for its Core Portfolio (Core Procurement and Core Subscription) customers.  Gas Supply Portfolio costs are recovered through the Procurement Revenue Requirement described in Section C.10.d.
Costs incurred for the portfolio include the cost of volumetric transportation, incremental pipeline capacity costs, imbalance transactions, hub services, incremental storage services, voluntary diversions, and emergency flow order (EFO) and operational flow order (OFO) charges.  These costs may be offset by revenue or gains from risk management tools such as derivative financial instruments (net of transaction costs), and out‑of‑state sales.  Other transactions such as net revenue from imbalance transactions and byproducts extraction and expenses/losses from risk management tools are included in the portfolio.  
Effective January 1, 1998, this portfolio will include the cost of Transwestern capacity forecast to be used for Core Portfolio customers.  For the Schedule G‑BAL Transition Period, purchases under Schedule G‑BAL will be included in the Gas Supply Portfolio.
The net cost of the “flowing supply” is the result of the transactions listed above.  Only the cost of flowing supply is allocated to Core Subscription customers.  This portfolio also includes gas withdrawn from storage and excludes gas injected into storage for Core Procurement customers using the core storage reservation.
	



(T)
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	C.	GAS ACCOUNTING TERMS AND DEFINITIONS  (Cont’d.)
	

	8.	CALIFORNIA ALTERNATE RATES FOR ENERGY (CARE) REVENUE SHORTFALL:  This shall be computed by subtracting CARE customers' monthly revenues from the revenues that would have been recovered from CARE customers had they been paying standard transportation and procurement rates.
9.	MEMORANDUM ACCOUNT:  In the context of this tariff, a memorandum account operates similar to a balancing account except that interest may be excluded and the under- or overcollection may or may not be amortized in future rates.
10.	REVENUE REQUIREMENT:  The revenue requirement consists of the sum of the Transmission and Storage Revenue Requirement which is set in PG&E’s Gas Accord Decision 97-08-055, and the Transportation and Procurement Revenue Requirements which are allocated in the Cost Allocation Proceeding, and are defined below.  Rates will be established to recover all items in the revenue requirement. 
a.	The Transmission System Revenue Requirement includes the Transmission base revenue amount,* load balancing storage costs, certain forecast amounts and F&U.  Amounts to be included in the Customer Class Charge paid by Transmission Service customers are allocated in the Cost Allocation Proceeding and described under Transportation Cost, below.
b.	The Unbundled Storage Revenue Requirement includes the Unbundled Storage base revenue amount,* carrying costs on noncycled gas in storage, and F&U.
	

(T)
(T)
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	_______________
*	See Section C.2 for details.
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	C.	GAS ACCOUNTING TERMS AND DEFINITIONS (Cont’d.)

	10.	REVENUE REQUIREMENT (Cont’d.)
c.	The Transportation Revenue Requirement includes the core and noncore BCAP Base Revenue Amounts (with credits and adjustments)*, forecast expenses, and balancing account balances, with interest, as listed below.  These amounts are recovered through distribution rates and the Customer Class Charge.
1)	Base Revenue Amount (with credits and adjustments):  This shall be the BCAP Base Revenue amount, with credits and allocation adjustments.  See Section C.2 for details.
2)	Carrying Cost on Non-cycled Gas in Storage:  The Carrying Cost on Non-cycled Gas in Storage shall be determined by multiplying the forecast value of gas in storage during this forecast period, excluding gas owned by third parties, by the lower of:  (1) the current Banker's Acceptance Rate (top rated, three months), or (2) the current interest rate on three-month Commercial Paper, as reported in the Federal Reserve Statistical Release, G.13, or its successor.

3)	Natural Gas Vehicle (NGV) Expense:  This shall be the total NGV expense, excluding procurement, expected to occur during the forecast period.  
4)	California Alternate Rates for Energy (CARE) Expense:  This shall be the total CARE expense expected to occur during the forecast period.  
5)	Customer Energy Efficiency Incentive Account (CEEIA) Expense:  This shall be the total CEE expense expected to occur during the forecast period.
6)	CPUC Reimbursement Fee Expense:  This is the amount equal to the CPUC-adopted reimbursement rate, described in Preliminary Statement, Part O,  multiplied by the total forecast period deliveries excluding interdepartmental, wholesale, interutility, and UEG deliveries. 
7)	Core Fixed Cost Account (CFCA) Balance:  This is the forecast revision date balance in the CFCA, described in Preliminary Statement, Part F, based on the latest recorded data available.  The core portion of transition costs shall be recovered through the CFCA.
8)	Noncore Fixed Cost Account (NFCA) Balance:  This is the forecast revision‑date balance in the NFCA, described in Preliminary Statement, Part G, based on the latest recorded data available.
9)	Noncore Customer Class Charge Account (NCA) Balance:  This is the forecast revision-date balance in the NCA, described in Preliminary Statement, Part J, based on the latest recorded data available.
10)	Enhanced Oil Recovery Account (EORA) Balance:  This is the forecast revision-date balance in the EORA, described in Preliminary Statement, Part K, based on the latest recorded data available.
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Advice Letter No.	2099-G	Issued by	Date Filed	August 6, 1998
Decision No.	98-06-073	Thomas E. Bottorff	Effective	September 1, 1998
		Vice President	Resolution No.	
29823 x		Rates & Account Services
	C.	GAS ACCOUNTING TERMS AND DEFINITIONS (Cont’d.)

	10.	REVENUE REQUIREMENT (Cont’d.)
c.	Transportation Revenue Requirement (Cont’d.)
11)	California Alternate Rates for Energy (CAREA) Balance:  This is the forecast revision-date balance in the CAREA, described in Preliminary Statement, Part V, based on the latest recorded data available.
12)	Natural Gas Vehicle Balancing Account (NGVBA) Balance:  This is the forecast revision-date balance in the NGVBA, described in Preliminary Statement, Part X, based on the latest recorded data available.
13)	Hazardous Substance Mechanism (HSM):  This is the forecast revision-date balance in the HSM, as described in Preliminary Statement, Part AN, based on the latest recorded data available.
14)	Customer Energy Efficiency Incentive Account (CEEIA):  This is the forecast revision-date balance in the CEEIA, as described in Preliminary Statement, Part Y, based on the latest recorded data available.
15)	Core Pipeline Demand Charge (CSPDC) Account:  This is the forecast revision-date balance in the PGT Credit Subaccount and the Core Transport Interstate Transition Subaccount of the CPDC, as described in Preliminary Statement, Part AE, based on the latest recorded data available.
16)	Noncore Interstate Transition Cost Surcharge (ITCS) Account: This is the forecast revision date balance in the Noncore ITCS described in Preliminary Statement, Part AF, based on the latest recorded data noncore available.
17)	Noncore Brokerage Fee Balancing Account (NBFA):  This is the forecast revision-date balance in the NBFA described in Preliminary Statement, Part I, based on the latest recorded data available.  
18)	Core Brokerage Fee Balancing Account (CBFA):  This is the forecast revision-date balance in the CBFA described in Preliminary Statement, Part U, based on the latest recorded data available.  
19)	Cogeneration Distribution Shortfall Account (CDSA):  This is the forecast revision-date balance in the CDSA described in Preliminary Statement, Part W based on the latest recorded data available.  
20)	Franchise Fees and Uncollectible Accounts Expense (F&U):  The amount to be added for F&U shall be determined by multiplying the sum of Sections C.10.a. through C.10.c.18, above, by the applicable F&U factor.
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Advice Letter No.	2217-G	Issued by	Date Filed	March 1, 2000
Decision No.	00-02-046	DeAnn Hapner	Effective	March 1, 2000
		Vice President	Resolution No.	
41834		Regulatory Relations
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Advice Letter No.	2064-G	Issued by	Date Filed	January 30, 1998
Decision No.	97-08-055	Thomas E. Bottorff	Effective	March 1, 1998
		Vice President	Resolution No.	
27641 x		Rates & Account Services
	C.	GAS ACCOUNTING TERMS AND DEFINITIONS (Cont’d.)

	10.	10.	REVENUE REQUIREMENT (Cont’d.)
d.	d.	Procurement Revenue Requirement includes the cost of gas from the Gas Supply Portfolio, pipeline capacity costs, intrastate transmission costs, the forecast revision-date balance in the Purchased Gas Account, the brokerage fee revenue requirement, plus F&U, as applicable.
1)	1)	Procurement Cost of Gas (Sales Only):  The Procurement Cost of Gas is determined by multiplying the forecast core and core subscription sales volume by the appropriate Weighted Average Cost of Gas (WACOG). 
2)	2)	Procurement Cost of Gas (Shrinkage only):  This cost-of-gas component shall be determined by multiplying the forecast shrinkage (LUAF & GDU) quantities for core procurement and core subscription customers by the weighted average cost of gas (WACOG).  Customers who procure their own supplies are not responsible for this cost component; rather, they deliver shrinkage in-kind.
3)	3)	Pipeline Demand Charges:  Pipeline Demand Charges include fixed demand and capacity charges from Canadian and FERC-regulated interstate pipelines. 
4)	4)	Intrastate Transmission Charges:  Intrastate Transmission Charges include capacity charges reserved for Core Portfolio customers on PG&E’s Backbone Transmission System at the Modified Fixed Variable (MFV) tariff rate for core customers.  
5)	Carrying Cost on Non-cycled Gas in Storage:  The Carrying Cost on Non-cycled Gas in Storage shall be determined by multiplying the forecast value of gas in storage during this forecast period, excluding gas owned by third parties, by the lower of:  (1) the current Banker's Acceptance Rate (top rated, three months), or (2) the current interest rate on three-month Commercial Paper, as reported in the Federal Reserve Statistical Release, G.13, or its successor.

6)	5)	Carrying Cost on Cycled Gas in Storage:  The Carrying Cost on Cycled Gas in Storage shall be determined by multiplying the forecast value of gas in storage during this forecast period, excluding gas owned by third parties, by the lower of:  (1) the current Banker's Acceptance Rate (top rated, three months), or (2) the current interest rate on three-month Commercial Paper, as reported in the Federal Reserve Statistical Release, G.13, or its successor.
7)	6)	Purchased Gas Account (PGA) Balance:  The revenue requirement will include the forecast revision-date balance in the PGA, described in Preliminary Statement, Part D, based on the latest recorded data available.  
8)	7)	Core Pipeline Demand Charge Account (CPDCA):  The revenue requirement will include the forecast revision-date balance in the Core Demand Charge Subaccount of the CPDCA, described in Preliminary Statement, Part AE, based on the latest recorded data available.
9)	Core Firm Storage Account Balance (CFSA):  The revenue requirement will include the forecast revision-date balance in the CFSA, described in Preliminary Statement, Part AG, based on the latest recorded data available. 

8)	Franchise Fees and Uncollectible Accounts Expense (F&U):  The amount to be added for F&U shall be determined by multiplying the sum of C.10.d.1 through C.10.d.7, above, by the applicable F&U factor.Core Firm Storage Revenue Requirement: This is the amount credited to the base revenue in C.10.c.1, above.
109)	Brokerage Fee Revenue Requirement:  This is the amount credited to the base revenue in C.10.c.1, above.
	7)	
	8)	







































9)	(L)
10)	|
11)	|
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13)	|
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(Continued)

11) Franchise Fees and Uncollectible Accounts Expense (F&U):  The amount to be added for F&U shall be determined by multiplying the sum of C.10.d.1 through C.10.d.9, above, by the applicable F&U factor.

	C.	GAS ACCOUNTING TERMS AND DEFINITIONS (Cont’d.)

	11.	REVISION DATES:  PG&E's application for the Biennial Cost Allocation Proceeding (BCAP) shall be filed based on a schedule set forth by the CPUC.  PG&E’s Procurement rate shall be updated monthly.  
a.	Core Procurement Rate Change
Per Decision 97-10-065, an advice filing to change core procurement rates will be filed monthly.  The filing will update certain forecasted procurement costs and the amortization component of the procurement rate.  PG&E will continue to provide a Weighted Average Cost of Gas (WACOG) forecast in its BCAP for ratemaking purposes.  
b.	Annual True-up of Balancing Accounts
Per Decision 95-12-053, an advice filing to change core and noncore transportation rates will be filed 45 days prior to the end of the first year of the BCAP and every twelve months thereafter until a new BCAP decision is rendered.  The filing will update the amortization component of the transportation rate for all transportation‑related balancing accounts.
To determine the change in the amortization component of transportation balancing accounts, PG&E will rely on the following:
1)	A revenue requirement will be developed that compares an annual actual estimated balance (9 months recorded and 3 months estimated) to the expected revenue at present rates from the amortization components in BCAP Year 2 or the next twelve months.  The amortization components for the transportation balancing accounts will then be changed to reflect additional over- or under‑collections in the accounts over the next twelve months.
2)	The new amortization components will be calculated by dividing the balancing account balances (based on 9 months recorded and 3 months estimated) by the adopted annual average BCAP throughput.
12.	PIPELINE DEMAND CHARGE CREDITS
When PG&E brokers interstate capacity it will receive conditional credits from interstate pipelines which represent accrued revenues to the interstate pipelines from other parties who have acquired PG&E's brokered capacity.  These credits may include other items such as reversed credits previously given to PG&E and late charges assessed per the interstate's FERC‑approved tariffs.
	
(T)
(T)
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	C.	GAS ACCOUNTING TERMS AND DEFINITIONS (Cont’d.)

	13.	CORE PROCUREMENT INCENTIVE MECHANISM:  The Core Procurement Incentive Mechanism (CPIM) is designed to replace traditional reasonableness reviews for Gas Procurement Costs as defined in C.10, above.  PG&E will file quarterly reports regarding procurement activities and an annual report outlining cost savings, reward or penalities under the CPIM.  Incentive rewards and penalties are calculated annually and, upon Commission approval, will be recorded in the Core and Core Subscription Subaccounts of the Purchased Gas Account (PGA).  The allocation between Core Procurement and Core Subscription customers is pro rata based on the quantity of gas sold during the period covered by the reward or penalty.
Decision 97-08-055 adopts a CPIM mechanism for Pre-1998 and for Post-1997 performance, as follows:
a.	Pre-1998 CPIM
The Pre-1998 CPIM, pursuant to Application 94‑12‑039, provides PG&E with a direct financial incentive to procure core gas and transportation services at the lowest reasonable cost by calculating rewards or penalties through comparing  actual procurement costs to an aggregate market-based benchmark.  The benchmark is made up of two components:  (1) the commodity cost component; and (2) a pipeline reservation cost component.
The commodity and  capacity benchmark components are calculated monthly.  At the end of each 12-month period, the monthly benchmark components are added together to form a single annual benchmark budget.  A tolerance band, or zone of reasonableness, is constructed around the annual benchmark budget.  Actual incurred costs are compared to the benchmark and tolerance zone.  If actual gas commodity and out-of-state transportation costs fall within the zone of reasonableness, costs are deemed reasonable, and there is no shareholder penalty or reward.  If actual gas commodity and out-of-state transportation costs exceed  the upper limit of the zone of reasonableness, PG&E shareholders will share a portion of the costs exceeding the zone of reasonableness.  If actual costs fall below the zone of reasonableness, shareholders may receive a share of the savings compared to the benchmark. 
b.	Post-1997 CPIM
The Post-1997 CPIM, pursuant to Application 96‑08‑043, establishes both a standard benchmark, which applies to purchasing activities occurring under most operating and temperature conditions, and an alternate benchmark which applies only under extraordinary circumstances requiring economic and/or physical diversions of supplies and transportation resources held by other shippers on the interstate and intrastate transmission system.
The Post-1997 CPIM standard benchmark is made up of three components:  (1) the fixed transportation cost component, which includes both interstate and intrastate capacity reservation costs; (2) the variable cost component, which covers commodity costs and volumetric transportation costs; and (3) a storage cost component.
The commodity and capacity benchmark components are calculated daily.  At the end of each 12-month period, the daily  benchmark components are added together to form a single annual benchmark budget.  The comparison of actual costs to the annual benchmark and tolerance zone will be the same as described in C.13.a, above.
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Advice Letter No.	2032-G	Issued by	Date Filed	August 11, 1997
Decision No.	97-08-055	Thomas E. Bottorff	Effective	November 19, 1997
		Vice President	Resolution No.	G-3288
25340		Rates & Account Services
	C.	GAS ACCOUNTING TERMS AND DEFINITIONS (Cont’d.)

	13.	CORE PROCUREMENT INCENTIVE MECHANISM:  (Cont'd.)
b.	Post-1997 CPIM (Cont’d.)
The reservation charges associated with PG&E’s 150 Mdth/d reservation on Transwestern Pipeline Company (Transwestern) are not included in the fixed cost component of the benchmark; however, a portion of the costs can be included as part of the costs that are compared to the benchmark.  The amount of Transwestern reservation charge included in actual costs is determined by the level of daily load and the assumed least-cost purchasing sequence.
An alternate benchmark can be invoked by PG&E under certain extraordinary circumstances requiring economic and/or mandatory diversions of gas and transmission resources held by other shippers.  All voluntary and involuntary diversion costs are compared to the highest value of the daily Topock index range plus the Baja to On-System As-Available rate.  There is no tolerance band for the alternate benchmark, and  actual costs savings or overruns, relative to the benchmark, are shared 95 percent by ratepayers and 5 percent by shareholders.
c.	Transition Period
PG&E will operate under the Pre-1998 CPIM during the period when the market structure is implemented under the Gas Accord and the expiration of the Pre-1998 CPIM, on December 31, 1997.  During this transition period, in-state transmission costs, including the cost of in-state as-available capacity that may be acquired to meet core requirements, will be excluded from both the Pre-1998 CPIM benchmark and the costs that are compared to the benchmark.  Similarly, if an extraordinary event, as described in Application 96‑08‑043, were to occur during the transition period, the costs associated with any voluntary and involuntary diversions will be excluded from the CPIM calculation; instead, PG&E will have the right to either invoke the Alternate Benchmark detailed in Application 96‑08‑043, or to request a standard reasonableness review of the diverted gas costs.
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	C.	GAS ACCOUNTING TERMS AND DEFINITIONS (Cont’d.)

	13.	CORE PROCUREMENT INCENTIVE MECHANISM:  (Cont'd.)
d.	Pre-1998 CPIM Penalties and Awards
PG&E’s performance under the Pre-1998 CPIM will be measured on an annual basis for the following time periods:
	June	- December 1994
	January	- December 1995
	January	- December 1996
	January	- December 1997
PG&E will be responsible for any disallowance dictated by the above calculations.  There will be no shareholder awards for the 1994, 1995 and 1996 time periods stated above, however the costs will be deemed reasonable.
For the 1997 time period, if PG&E’s performance under the Pre-1998 CPIM results in a gain, all costs for 1997 will be considered reasonable.  For this period, PG&E shareholders will be awarded the lesser of the following:
1.	the award for the aggregate CPIM performance based on a benchmark calculated only for those full months that occurred in 1997, following approval of tariffs implementing the Pre-1998 CPIM; or
2.	the annual award for 1997 prorated for the number of  full months that occurred in 1997, following approval of tariffs implementing the Pre-1998 CPIM.
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