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C.

PRELIMINARY STATEMENT
(Continued}

GAS ACCOUNTING TERMS AND DEFINITIONS (Cont'd.)

14, 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 report its procurement activities monthly to the CPUC's Energy
Division and Office of Ratepayer Advocates (ORA} and will file an annual report outlining cost
savings, reward or penalties under the CPIM. Incentive rewards and penalties are calculated
annually and, upon Commission approval, will be recorded in the Core Subaccount of the
Purchased Gas Account (PGA).

Decision 97-08-055 adopted a CPIM mechanism for Post-1997 performance as filed in
Application 96-08-043, and as affirmed in D.03-12-061, and as modified by D.04-01-047. The
modifications adopted in Decision 04-01-047 are effective for the CPIM year starting November 1,
2002. The CPIM will continue until either ORA ¢or PG&E proposes modifications and those
medifications are approved by the CPUC.

The CPIM 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 CPIM establishes both a standard benchmark, which applies to purchasing activities occurring
under most operating and temperature conditions, and an alternate benchmark which applies onily
under extracrdinary circumstances requiring economic and/or physical diversions of supplies and
transportation resources held by other shippers on the interstate and intrastate transmission
system.

The 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 budgetl. Actual incurred costs are compared to the benchmark. If actual gas
commodity and capacity costs fall within a range (tolerance band) around the benchmark, costs
are deemed reasonable, and are fully recoverable from ratepayers. If actual costs fall below the
tolerance band, the savings (the difference between the lower limit of the tolerance band and
actual recorded costs) are shared between ratepayers and shareholders according to the following
procedure:

a) 75 percent to ratepayers and 25 percent to shareholders.

by  In addition, annual PG&E shareholder awards are capped at the lower of 1.5 percent of the
total annual gas commodity costs, or $25 miflion.

Ratepayers and shareholders share equally any costs in excess of the upper limit of the tolerance
band.

An alternate benchmark can be invoked by PG&E under certain extracrdinary 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 PG&E Citygate index range. 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.
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CORE FIXED COST ACCOUNT (CFCA}
1.

PRELIMINARY STATEMENT
(Continued}

PURPOSE: The purpose of the CFCA is to record the authorized GRC/BCAP base revenue
amounts (with credits and adjustments), certain other care transportation costs, and transportation
revenue from core customers. Any under- or overcollection in this account will be incorporated
into core transportation rates in the next Cost Allocation Proceeding or Annual True-up of
Balancing Accounts.

Descriptions of the terms and definitions used in this section are found in Preliminary Statement,
Part C or in Rule 1. Refer to Section C.3 for the cost allocation factors used to determine the core
portion of certain costs.

APPLICABILITY: The CFCA appiies to all core transportation rate schedules and contracts
subject to the jurisdiction of the CPUC, except for those schedules and contracts specifically
excluded by the CPUC.

REVISION DATE: The revision date applicable to the CFCA rate shall coincide with the revision
date of the Cost Allocation Proceeding or at other times, as ordered by the CPUC.

FORECAST PERIOD: The forecast test period will be as specified in the current Cost Allocation
Proceeding.

CFCA RATES: CFCA rates are included in the effective rates set forth in each rate schedule (see
Preliminary Statement, Part B), as applicable.

ACCOUNTING PROCEDURE: PGS&E shall make the following entries to this CFCA at the end of
each month:

a. A credit entry equal to California Alternate Rates for Energy (CARE) revenue shortfali (M
resulting from deliveries for the month, excluding the aliowance for Franchise Fees and |
Uncoliectible Accounts Expense (F&U); M

©

b. A credit entry equal to the CFCA revenue from core deliveries during the month, excluding m
the allowance for Franchise Fees and Uncollectible Accounts Expense (F&U); . m

D)
)
O

c. A credit entry equal to the revenue from the focal transmission rate component from core (T}
deliveries during the month, excluding the allowance for F&U;

(Continued)
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PRELIMINARY STATEMENT
{Continued)

F. CORE FIXED COST ACCOUNT (CFCA) (Cont'd.)
6. ACCOUNTING PROCEDURE: (Cont'd.)

d. A debit entry equal to one-twelfth of the core portion of the authorized GRC/BCAP Revenue {N)
Requirements, excluding the allowance for F&U; {N)

e. A debit entry equal to the core portion of intervenor compensation payments authorized by (T
the CPUC, recorded during the month; m

f. A debit entry equal to the core annual average local transmission rate, excluding F&U, M
multiplied by the core local transmission usage during the month; M
M

g- An entry equal fo the balances transferred to or from this account as adopted in a Cost
Allocation Proceeding or at other times, as ordered by the CPUC; and

(D)
h.  An entry equai to interest on the average of the balance in the account at the beginning of the 1))
month and the balance in the account afier entries F.6.a through F.6.f, above, at a rate equal M
to one-twelfth the interest rate of the three-month Commercial Paper for the previous month,
as reporied in the Federal Reserve Statistical Release, H.15, o its successor.
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" NONCORE CUSTOMER CLASS CHARGE ACCOUNT (NCA)
1.

PRELIMINARY STATEMENT
{Continued)

PURPOSE: The purpose of the NCA is to record certain noncore costs and revenues from
noncore customers, The balance in this account will be incorporated into noncore transportation
rates in the next Cost Allocation Proceeding or Annual True-up of Balancing Accounts.

Descriptions of the terms and definitions used in this section are found in Preliminary Statement, :
Part C orin Rule 1. M

APPLICABILITY: The NCA balance applies to noncore transportation rate schedules and
contracts subject to the jurisdiction of the CPUC, except for those schedules and contracts
specifically excluded by the CPUC. \

REVISION: The revision date applicable to the NCA shall coincide with the revision date of the
Cost Allocation Proceeding or at other times, as ordered by the CPUC.

FORECAST PERIOD: The forecast test pericd will be as specified in the current Cost Allocation
Proceeding.

NCA RATES: NCA rates are included in the effective rates set forth in each rate schedule (see
Preliminary Statement, Part B), as applicable.

ACCOUNTING PROCEDURE: The NCA consists of the following subaccounts:

The “Industrial Distribution Subaccount” tracks the pertion of costs or balances allocated
specifically to industrial distribution-level customers taking service on Schedule G-NT.

The “Industrial Transmission Subaccount” tracks the portion of costs or balances allocated
specifically to industrial transmission-level customers taking service on Schedule G-NT.

The “Noncore Subaccount” tracks costs or balances aliocated on an equal cents per therm basis
to all noncore customers. Prior to revising the NCA rate, the noncore distribution and transmission
portion of the balance in this subaccount will be transferred to the Industrial Distribution and
Industrial Transmission Subaccounts, respectively.

The “Interim Relief Subaccount” tracks the noncore industrial distribution portion of the interim gas
revenue requirement increase adopted in Decision 98-12-078. The balance in this subaccount will
be allocated to noncore industrial distribution rates and included in the NCA rate component (see
Preliminary Statement Part B) upon implementation of the next Annual True-up of Balancing
Accounts.

a. Industrial Distribution Subaccount
The following entries will be made to this subaccount each month:

1)  a debit entry equal to any expense adopted by the CPUC as a cost to be included in this
account;

(D}

(Continued)
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PRELIMINARY STATEMENT
(Continued)

J. NONCORE CUSTOMER CLASS CHARGE ACCOUNT (NCA) (Cont'd.)
6. ACCOUNTING PROCEDURE: (Cont'd.)

(D}
2)  a credit entry equal to the noncore distribution portion of NCA revenue, excluding the (T
allowance for F&U;
3} an entry equal to the adopted balances transferred to this account in a cost allocation (T}
proceeding or at other times, as ordered by the CPUC; and
4} an entry equal to interest on the average of the balance in the subaccount at the {T)
' beginning of the month and the balance after entries from J.6.a.1 through J.6.a.3,
above, at a rate equal to one-twelfth of the interest rate on three-month Commercial
Paper for the previous month, as reported in the Federal Reserve Statistical Release,
H.15, or its successor.
b.  Industrial Transmission Subaccount
The following entries will be made to this subaccount each menth:
1}  adebit entry equal to any expense adopted by the CPUC as a cost to be included in this
account;
(D)
(D)
2} acredit entry equal to the noncore transmission portion of NCA revenue, excluding the (M
aliowance for F&U; : '
3) an entry equal to the adopted balances transferred to this subaccount in a cost {T)
allocation proceeding or at other times, as ordered by the CPUC; and :
4) an eniry equal to interest on the average of the balance in the account at the beginning (M
of the month and the balance after entries from J.6.b.1 through J.6.b.3, above, at a rate (M
equal to one-twelfth of the interest rate on three-month Commercial Paper for the
previous month, as reported in the Federal Reserve Statistical Release, H.15, or its
SUCCesSsor.
{Continued)
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PRELIMINARY STATEMENT
{Continued)

V. PUBLIC PURPOSE PROGRAM SURCHARGE ~ CALIFORNIA ALTERNATE RATES FOR ENERGY
*  ACCOUNT (PPP-CARE)

1.

PURPOSE: The purpose of the PPP-CARE balancing account is to record the California Alternate
Rates for Energy (CARE) shortfall associated with the Low-Income Ratepayer Assistance (LIRA)

" Program established by Decisions 89-07-082 and 89-09-044, as well as the expansion of the LIRA

Program authorized by Decision 92-04-024. This account also records the CARE Program
administrative costs, pursuant to Public Utilities Code Section 739.1 (b). The program was revised
in Decision 94-12-049 and the name changed to CARE. The balance in this account will be
incorporated in the gas Public Purpose Program (PPP) surcharge in accordance with existing
CPUC policy.

Descriptions of the terms and definitions used in this section are found in Preliminary Statement,
Pant C, or in Rule 1. Refer to Section C.8 for the CARE shortfall computation.

APPLICABILITY: The PPP-CARE balance applies to all non-CARE rate schedules and contracts
subject to the jurisdiction of the CPUC, except for those schedules and contracts specifically
excluded by the CPUC and Public Utility Code Section 896. .

REVISION DATE: The revision date applicable to the PPP-CARE shall coincide with the revision
date of the gas PPP surcharge, or at other times, as ordered by the CPUC,

INTEREST: In addition to the amounts recorded to the PPP-CARE through Accounting Procedure
7.f. below, while the surcharge collections are in the possession of the State, the applicable
interest that applies is the actual amount of interest that accrued while the collections were in the
possession of the State. This interest is transferred to the PPP-CARE account through Accounting
Procedure 7.e., below.

FORECAST PERIOD: The forecast test period will be as specified in the current Cost Allocation
Proceeding.

CARE RATES: CARE Rates are included in the effective rates set forth in each rate schedule (see
Preliminary Statement, Part B), as appiicable.

ACCOUNTING PROCEDURE: PG&E shall make the following entries to the PPP-CARE at the
end of each month:

a. A debit entry equal to the CARE revenue shortfall resulting from core deliveries during the
current month less the allowance for Franchise Fees and Uncollectibles Accounts Expense
(F&U);

b. A debit entry equal to all monthly administrative costs allocated to the gas CARE Program
that include, but are not limited to, outreach, marketing, regulatory compliance, certification
and verification, billing, measurement and evaluation, and capital improvements and
upgrades to communications and processing equipment;

{Continued)
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PRELIMINARY STATEMENT
(Continued}

V. CALIFORNIA ALTERNATE RATES FOR ENERGY ACCOUNT {PPP-CARE) (CONT'D.)
7. ACCOUNTING PRCCEDURE: {Cont'd.)

c. A credit entry equal to the PPP-CARE surcharge amounts, which includes adjustments for (M (L)
customer accounts found worthless and written off, as applicable; (Ty (L)

d. A credit entry to transfer the CARE portion of the interstate pipeliné and third-party surcharge (N}
amounts received from the Gas Consumption Surcharge Fund recorded in the PPP [
-Surcharge Memorandum Account (PPP-MA), Preliminary Statement Part BB; I

e.  An entry to transfer the CARE portion of the balance in the PPP-MA, as applicable; and (N)

f.  An entry equal to the interest on the average balance in the account at the beginning of the (L)
month and the balance in the account after entries V.6.a and V.6.e, above, at a rate equal to m |
one-twelfth the interest rate on three-month Cemmercial Paper for the previous month, as |
reported in the Federal Reserve Statistical Release, H.15, or its successor. (L)

8. REASONABLENESS REVIEW: In conjunction with the appropriate proceeding, the utility shall file  (T) (L)
with the Commission an annual report on the CARE program, reporting on the reasonableness of |
recorded Program administrative costs included in the PPP-CARE balancing account during the |
previous year, CARE administrative costs shall include, but are not limited to, the costs specified !

in Section 739.1 {b) of the Public Utilities Code. {L)
Advice Letter No. 2440-G-B Issued by Date Filed September 20, 2004
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PRELIMINARY STATEMENT
(Continued)

BA. PUBLIC PURPOSE PROGRAM SURCHARGE ~ ENERGY EFFICIENCY (PPP-EE)

AR

PURPOQSE: The purpose of the PPP-EE is 1o record the authorized gas energy efficiency (EE)
public pupose program (PPP) funding and the gas PPP-EE surcharge amount that recovers the
authorized funding from eligible customers. Pursuant to Decision 04-08-010, franchise fees and
uncollectible accounts expense are not included in the gas PPP surcharges. The balance in this
account will be incorporated into the gas PPP surcharge in accordance with existing CPUC policy.

Descriptions of the terms and definitions used in this section are found in Prellmlnary Statement,
Part C orin Rule 1.

APPLICABILITY: The PPP-EE shall apply to all customer classes, except for those specifically
excluded by the Commission and Pubtic Utility Code Section 896.

REVISION DATE: The revision date applicable to the PPP-EE shall coincide with the revision date
of the gas PPP surcharge, or at other times, as ordered by the CPUC.

INTEREST: In addition to the interest applied to amounts recorded to the PPP-EE through
Accounting Procedure 7.e, below, while the surcharge collections are in the possession of the
State, the applicable interest that applies is the actual amount of interest that accrued while the
collections were in the possession of the State. This interest is transferred to the PPP-EE account
through Accounting Procedure 7.d, below.

FORECAST PERIOD: The forecast test period will be as specified in the current Cost Aliocation
Proceeding.

RATES: PPP-EE rates are included in the effective rates set forth in each rate schedu]e (see
Preliminary Statement, Part B), as applicable.

ACCOUNTING PROCEDURE: PGA&E shall make the following entries to this PPP-EE at the end
of each month:

a. A debit entry equal to 1/12 of the authorized annual PPP-EE tfunding;

b. A credit entry equal to the PPP-EE surcharge amount, which includes adjustments for
customer accounts found worthless and written off, as applicable;

c. A credit entry to transfer the EE portion of the interstate pipeline and third party surcharge
amounts received from the Gas Consumption Surcharge Fund recorded in the PPP
Surcharge Memorandum Account (PPP-MA), Preliminary Statement BB;

d.  An entry to transfer the EE portion of the balance in the PPP-MA, as applicable; and,

e.  An entry equal to interest on the average of the balance in the account at the beginning of the
month and the balance in the account after entries BA.7.a through BA.7.d, above, at a rate
equal to one-twelfth the interest rate of the three-month Commercial Paper for the previous
month, as reported in the Federal Reserve Statistical Release, H.15, or its successor.

(Continued}
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PRELIMINARY STATEMENT
{Continued}

BB. PUBLIC PURPOSE PROGRAM SURCHARGE MEMORANDUM ACCOUNT (PPP-MA)

1.

PURPOSE: The purpose of the PPP-MA is to record the payments of the gas Public Purpose
Program {PPP} surcharge by PG&E and remitted to the California State Board of Equalization
(BOE), and the funding obtained from the Gas Consumption Surcharge Fund (Fund), as
authorized by the Commission. The interest earned on appropriations from the Fund and interest
payments made to the BOE are also tracked in this account. Recording this activity results in the
balance of this account reflecting the actual interest eamed on appropriations from the Fund,
which is transferred to the appropriate PPP surcharge balancing account for recovery.

APPLICABILITY: The PPP-MA shall apply to all customer classes, except for those specifically
excluded by the Commission.

RATES: The PPP-MA currently does not have a rate component.

ACCOUNTING PROCEDURE: PG&E is authorized to maintain the PPP-MA by making the
following entries:

a. A debit entry equal to the gas PPP surcharge amounts remitted to the BOE;
b. A credit entry equal to the appropriations received from the Fund;

c. A credit entry equal to the RDD surcharge amounts included in entry 4.2, above remitted to
BOE, which will not be returned to PG&E;

d. A debit entry to transfer any interstate pipeline and third party surcharge amounts included in
entry b, above, to the applicable PPP balancing account;

e. A cne time entry equal to the difference between the PPP surcharges remitted to BOE and
appropriations from the Fund, including interest, prior to the effective date of this account;

f. An entry to transfer the balance in this account to the applicable PPP balancing accounts for
recovery in gas PPP surcharge rates; and

g.  An entry equal o the interest on the average balance in the account at the beginning of the
month and the balance in the account after entries BB.4.a through BB.4.1, above, at a rate
equal to one-twelfth the interest rate on three-month Commercial Paper for the previous
month, as reported in the Federal Reserve Statistical Release, H.15, or its successor.

(Continued}
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PRELIMINARY STATEMENT
(Continued)

BH. PUBLIC PURPOSE PROGRAM SURCHARGE - LOW INCOME ENERGY EFFICIENCY {PPP-LIEE)

1.

PURPOSE: The purpose of the PPP-LIEE is to record the authorized gas low income energy
efficiency (LIEE)} public purpose program (PPP) funding and the gas PPP-LIEE surcharge amounts
that recovers the authorized funding from eligible customers. Pursuant to Decision 04-08-010,
tranchise fees and uncollectible accounts expense are not included in gas PPP surcharges. The
balance in this account will be incorporated into the gas PPP surcharge in accordance with
existing CPUC policy.

Descriptions of the terms and definitions used in this section are found in Preliminary Statement,
Part C or in Rule 1.

APPLICABILITY: The PPP-LIEE shall apply to all customner classes, except for those specifically
excluded by the Commission and Public Utility Code Section 896.

REVISION DATE: The revision date applicable o the PPP-LIEE shall coincide with the revision
date of the gas PPP surcharge, or at other times, as ordered by the CPUC,

INTEREST: In addition to the interest applied to amounts recorded to the PPP-LIEE through
Accounting Procedure 7.e, below, while the surcharge collections are in the possession of the
State, the applicable interest that applies is the actual amount of interest that accrued while the
collections were in the possession of the State. This interest is transferred to the PPP-LIEE
account through Accounting Procedure 7.d, below.

FORECAST PERIOD: The forecast test period will be as specified in the current Cost Allocation
Proceeding.

RATES: PPP-LIEE rates are included in the effective rates set forth in each rate schedule (see
Preliminary Statement, Part B), as applicable.

ACCOUNTING PROCEDURE: PG&E shall make the following entries to this PPP-LIEE at the end
of each month:

a. A debit entry equal to 1/12 of the authorized annual PPP-LIEE funding;

b. A credit entry equal to the PPP-LIEE surcharge amount, which includes adjustments for
customer accounts found worthless and written off, as applicable;

¢. A credit entry to transfer the LIEE portion of any interstate pipeline and third party surcharge
amounts received from the Gas Consumption Surcharge Fund recorded in the PPP
Surcharge Memorandum Account (PPP-MA), Preliminary Statement BB;

d.  An entry to transfer the LIEE portion of the balance in the PPP-MA, as applicable; and,

e. Anentry equal o interest on the average of the balance in the account at the beginning of the
month and the balance in the account after entries 7.a through 7.d, above, at a rate equal to
one-twelfth the interest rate of the three-month Commercial Paper for the previous month, as
reported in the Federal Reserve Statistical Release, H.15, or its successor.
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BI.

PRELIMINARY STATEMENT
(Continued)

PUBLIC PURPOSE PROGRAM SURCHARGE — RESEARCH, DEVELOPMENT AND
DEMONSTRATION (PPP-RDD)

1.

PURPOSE: The purpose of the PPP-RDD is to record the authorized gas research, development
and demonstration (RDD) funding and the gas public purpose program {PPP) surcharge amounts
that recover the authorized funding from eligible customers. This account also recovers PG&E's
allocation of the authorized annuai Board Of Equalization (BOE) and CPUC administrative costs.
The balance in this account will be incorporated into the gas PPP surcharge in accordance with
existing CPUC policy.

Descriptions of the terms and definitions used in this section are found in Preliminary Statement,
Part C or in Rule 1.

APPLICABILITY: The PPP-RDD shall apply to all customer classes, except for those specifically
excluded by the Commission and Public Utility Code Section 896.

REVISION DATE: The revision date applicable to the PPP-RDD shall coincide with the revision
date of the gas PPP surcharge, or at other times, as ordered by the CPUC.

FORECAST PERIOD: The forecast test period will be as specified in the current Cost Allocation
Proceeding.

RATES: PPP-RDD rates are included in the effective rates set forth in each rate schedule (see
Preliminary Statement, Part B), as applicable.

ACCOUNTING PROCEDURE: PG&E shall make the following entn‘e.s to this PPP-RDD at the end
of each month:

a. A debit entry equal to 1/12 of the authorized annual PPP-RDD funding;

b. A debit entry equal to 1/12 of PGA&E’s allocation of the authorized annual BOE and CPUC
administrative costs;

c.  Acredit entry equal to the PPP-RDD surcharge amount, which includes adjustments for
customer accounts found worthless and written off, as applicable;

d. A credit entry equal to the amount remitted to BOE for RDD included in authorized PPP
surcharges in effect prior to January 1, 2004, not to exceed the authorized amount recorded
in 6.a, above; and

e. An entry equal to interest on the average of the balance in the account at the beginning of the
month and the balance in the account after entries BA.6.a through BA.6.c, above, at a rate
equal to one-twelfth the interest rate of the three-month Commercial Paper for the previous
month, as reported in the Federal Reserve Statistical Release, H.15, or its successor.
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