

This schedule, shown on Exhibit No.___ (JHS-E3), page 4.05, is a summary of proforma and restated ratebase and net operating income.  Based on $ 2,660,067,846 invested in ratebase and $ 191,241,809 of net operating income, before deduction of the residential and farm exchange credit shown separately on Residential Exchange Schedules, the Company would have a retail revenue deficiency of $ 82,819,884 before allocation of $ 157,790 to wholesale customers.

III.
ADJUSTMENTS TO THE POWER COST BASELINE RATE

Q. 
Please define the term Power Cost Baseline Rate.

A.
In PSE’s last general rate case, the Commission approved the parties’ Settlement Stipulation for Electric and Common Issues (“Settlement Stipulation”).  See Docket Nos. UE-011570 and UG-011571, Twelfth Supplemental Order (June 20, 2002) (“Twelfth Supplemental Order”).  Among other things, the Twelfth Supplemental Order authorized the use of a Power Cost Adjustment (PCA) Mechanism as a method for adjusting PSE’s power costs.  The Commission subsequently approved substitution of certain revised exhibit pages to the PCA Mechanism in its Fifteenth Supplemental Order, Docket Nos. UE-011570 and UG-011571, (May 13, 2003) (“Fifteenth Supplemental Order”).    A copy of the approved Settlement Terms for the Power Cost Adjustment Mechanism, Exhibit A to Settlement Stipulation, as revised, is provided in Exhibit No.___ (JHS-5).

The PCA Mechanism sets forth an annual accounting process for a sharing of costs and benefits between PSE and its customers over four graduated levels (so-
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