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INTERIM OPINION

Summary
This order implements legislation allowing the state to provide electricity that its utilities are unable to provide.  First, this order requires utilities to provide the Department of Water Resources with the money they have collected, that was earned by the sale of power paid for by the Department of Water Resources.  Currently, both utilities and the Department of Water Resources sell power to end use customers, but the utilities collect revenues in lump sum for all power that is delivered.  Second, this order determines what method the Commission will use to calculate the “CPA,” the California Procurement Adjustment established by Public Utilities Code Section 360.5.[footnoteRef:2]  This order then applies that method, and calculates—for each utility—a company-wide average CPA rate.  Using that rate, this order determines the CPA revenue amount, which can be used by the Department of Water Resources to begin the process of issuing bonds.  Following a discussion of the context in which this decision is issued, we take these actions in Sections VI, VII and VIII, below. [2:  CPA amounts will be used to determine the amount of the bonds the Department of Water Resources can issue to support its power purchases.   In addition, the Commission may order that a portion of the revenues generated by the CPA be paid to DWR as partial reimbursement for its power purchases.  That portion is the “Fixed DWR Set-Aside.”   ] 

Background
On February 1, 2001, Assembly Bill (AB) 1 from the First Extraordinary Session (AB 1X) was signed into law.  Wholesale energy prices that had soared to unprecedented levels had caused a deterioration in Southern California Edison Company’s (Edison) and Pacific Gas & Electric Company’s (PG&E) financial condition, leaving them unable to buy all the power needed to serve their customers.  In response to this emergency situation, AB 1X authorizes DWR to purchase electric power for AB 1X sale directly to retail end-use customers[footnoteRef:3] being served by utilities.[footnoteRef:4]  When these customers take delivery of DWR’s power, they are deemed to have purchased it.  DWR power is to be allocated for delivery  to all classes of retail end-use customers on a pro rata basis, to the extent possible.[footnoteRef:5]  [3:   Water Code Section 80002.5.]  [4:   In this decision, we use the term utilities interchangeably with electrical corporations.]  [5:   Water Code Section 80002.5.] 

AB 1X contains a number of mechanisms to pay DWR for the electricity it sells.  Several are relevant here.  Section 2 of AB 1X adds Section 360.5 to the Public Utilities Code.  Section 360.5 contains detailed requirements for the calculation of an amount know as the “California Procurement Adjustment” or “CPA.”  That statute provides:
“The commission shall determine that portion of each existing electrical corporation's retail rate effective on January 5, 2001, that is equal to the difference between the generation related component of the retail rate and the sum of the costs of the utility's own generation, qualifying facility contracts, existing bilateral contracts, and ancillary services.  That portion of the retail rate shall be known as the California Procurement Adjustment.  The commission shall further determine the amount of the California Procurement Adjustment that is allocable to the power sold by the department.  That amount shall be payable, by each electrical corporation, upon receipt by the electrical corporation of the revenues from its retail end use customers, to the department for deposit in the Department of Water Resources Electric Power Fund, established by Section 80200 of the Water Code.  The amount determined pursuant to this subdivision shall be known as the Fixed Department of Water Resources Set-Aside.” 
AB 1X also establishes the DWR Electric Power Fund (the “Fund”) in the State Treasury, and authorizes DWR to issue bonds, notes, and other evidences of indebtedness (collectively, “Bonds”) for certain limited purposes, including:
· paying the costs of electric power and transmission, scheduling, and other related expenses, or to reimburse expenditures from the Fund for those purposes.
· repaying to the General Fund certain advances made to DWR for the power purchase program; and
· establishing or maintaining reserves in connection with the Bonds and paying certain costs incidental to the issuance, payment and security of the Bonds.
Water Code Section 80130, enacted as part of AB 1X, addresses the issuance of bonds by DWR to finance electricity purchases.  That statute provides in relevant part:
“In no event shall the [DWR] authorize the issuance of bonds … in an aggregate amount greater than the amount calculated by multiplying by a factor of four the annual revenues generated by the California Procurement Adjustment, as determined by the commission pursuant to Section 360.5.”
 Procedural History
On February 5, 2001, Administrative Law Judge (ALJ) Joseph DeUlloa issued a ruling setting a prehearing conference on February 6, 2001, to discuss the requirements of the Department of Finance for implementing AB 1X.  The ALJ ruling also set workshops[footnoteRef:6] on February 6 and 7 for the implementation of AB 1X and a second prehearing conference on February 7 to discuss workshop progress.   [6:   The following attended these workshops:  PG&E, Edison, San Diego Gas & Electric Company (SDG&E), Office of Rateypayers Advocates, Department of Water Resources (present only on the first day of workshop), The Utility Reform Network, ENRON Energy Services, AES New Energy, Inc., CLECA, Calpine Corporation, Federal Executive Agencies, Aglet Consumer Alliance, CMTA, Turlock Irrigation District, Watson Cogeneration Company, IEP, California Farm Bureau Federation, New West Energy, Cal-Pine CAL-SLA, Pacificorp, Dynergy, CAC/ EPUC, and JDRP.] 

Initially, the utilities proposed to submit advice letters that would take effect on the day submitted to the Commission.  The ALJ rejected this approach and issued a ruling directing the utilities to serve their proposals for determining CPA.  The ruling also provided parties an opportunity to comment on the proposals for determining CPA.  The issues we decide are not predicated on factual disputes.  Rather, the issues we decide are interpretations of law. Although a trial-type evidentiary hearing has not been held, parties have been afforded an opportunity to be heard through written comment on the utilities’ proposals, and DWR’s letter, which afforded a fair hearing.
On February 23, 2001, Edison, PG&E, and SDG&E each served a proposal to calculate the CPA on a monthly basis by subtracting generation-related costs from generation-related revenues.  Each proposed to calculate generation-related revenue residually from the total retail rate and also adjust revenues for certain costs.  Each utility’s proposal for calculating CPA differs in the inputs used in its calculation.  Further, all three, in effect, propose to create balancing accounts for tracking CPA on a monthly basis. 
The Office of Ratepayer Advocates (ORA), Aglet Consumer Alliance (Aglet), and Enron Energy Services, Inc. (Enron) either challenge some of the adjustments made in calculating generation-related revenues and / or also challenge some of the expenses the utilities include in generation-related costs.   Greenlining Institute and Latino Issues Forum request that the Commission exempt CARE eligible customers from the CPA.  TURN offered more extensive comment and advocates that the Commission also consider other aspects of AB 1X in adopting a CPA, such as freezing rates for residential usage up to 130% of baseline, and reject the utilities’ balancing account approach.  Further, TURN also challenges the adjustments to revenue, and generation costs identified by the utilities.  
DWR’s Request
In a letter to the Commission dated March 14, 2001, DWR set forth its views on how the Commission should determine the CPA.  (See Attachment A.)   This letter was provided the parties for comment by ALJ ruling. 
DWR believes the Commission’s determination of the CPA is a critical element in the implementation of AB 1X and the initial step in establishing a revenue source for the DWR in meeting its power purchase responsibilities.  Further, DWR asserts that the CPA is also important to any long-term or short-term financing.  Based on the comments received from parties, we agree with DWR’s characterization of the importance of the CPA.
DWR argues that nothing in AB 1X suggests that the utilities should retain any revenues attributable to power furnished by DWR.  DWR believes Section 360.5 contemplates that utilities will no longer bear costs for the “net short” power that DWR buys in their place, and that utility generation rates should be adjusted to reflect DWR’s purchases.  DWR asserts that Section 360.5 was also intended to provide financial assurance to the DWR for its power purchases.  
In general summary, DWR believes that for the sale of net short energy to the customers of each utility, DWR should receive:
(i)  a per-kWh price equal to the applicable generation-related retail rate per kilowatt-hour established for each utility as in effect on January 5, 2001; plus 
(ii)  a Commission-determined portion of the January 5, 2001 rate for power the utility continues to sell.  (Fixed DWR Set‑Aside.)
Further, each utility, on a per-kWh basis, should receive:
(i)  the components of the January 5, 2001 rate attributed at the time of original rate-making to power that the corporation will continue to sell to its retail end use customers, (i.e., native generation, qualifying facility contracts, existing bilateral contracts and ancillary services); plus
(ii)  a portion of the January 5, 2001 rate for power the electrical corporation continues to sell, to be determined by the Commission, (i.e., the portion of such rate which is not determined to be part of the Fixed DWR Set-Aside.)
Specifically, for each utility, DWR believes the Commission should do the following:
First:  Identify the generation related component of the corporation’s retail rate that was in effect on January 5, 2001, expressed in terms of cents per kilowatt-hour (the “Total Generation Related Rate”).
Second:  Determine the “sum of the costs” (also expressed as a rate, i.e., in terms of cents per kilowatt-hour) imputed by the Commission to the corporation’s own generation, qualifying facility contracts, existing bilateral contracts, and ancillary services at the time the January 5, 2001 rate was established (the “Utility Retained Rate”).
Third:  Determine “the difference between” the Total Generation Related Rate and the Utility Retained Rate.  That is, subtract the Utility Retained Rate from the Total Generation Related Rate to determine the CPA applicable to the utility. 
For power sold by the utility,[footnoteRef:7] DWR asserts that each utility must pay DWR an amount equal to the product of (i) the number of kilowatt-hours purchased by retail end users from the utility, multiplied by (ii) the Fixed DWR Set-Aside.[footnoteRef:8]  DWR asserts that such payment is due upon the utility’s receipt of payment by each of its retail end-use customers. [7:   As opposed to power deemed sold to an end user by the DWR.]  [8:   DWR’s letter does not request a determination of the Fixed DWR Set-Aside.] 

DWR also makes a number of points about the nature of the CPA.   DWR asserts that the CPA is a set, immutable rate, which should be expressed in terms of cents per kilowatt-hour.  DWR contends that any changes in the costs of any generation resource of any utility from the costs reflected in the January 5, 2001 rate should not affect the CPA. .  
DWR’s letter asserts that the calculation of the CPA does not alter DWR’s right to recover any portion of its revenue requirement, which AB 1X does not require  to be fully recovered through the Fixed DWR Set-Aside.  Similarly, calculation of the CPA does not prevent the Commission from allowing utilities to recover their costs for that portion of the power for which they remain responsible.  Further, DWR believes that the calculation of the CPA does not per se  determine the division of the CPA as between DWR (Fixed DWR Set Aside) and any utility.  DWR requests that the Commission determine the CPA now, and the Fixed DWR Set Aside at a later date.
Finally, DWR makes specific requests of the Commission. It requests that the Commission (i) determine, pursuant to Section 360.5, the CPA of each utility, and (ii) acknowledge that DWR may rely upon this determination for the purposes of Water Code Section 80130.  Lastly, DWR requests that upon DWR’s acceptance of this order in writing, that it constitute an agreement between DWR and the Commission having the full force and effect of a financing order, as provided by Water Code Section 80110.  
Positions of Parties With Respect to Methodology for Calculating the CPA
In its initial proposal, Edison proposes to calculate the CPA on a monthly basis by subtracting recorded generation-related costs from generation-related revenues.  Edison will send the amount by which revenues exceed costs to DWR only if no deficits exist from prior months.  If revenues are less than costs, Edison proposes to create and record this deficit in a CPA Balancing Account.
Edison contends that DWR’s proposal to receive a portion of Edison’s generation revenues is inconsistent with Public Utilities Code Section 360.5 and should be rejected.  However, Edison believes that DWR’s proposed calculation of the CPA has merit if the Commission makes some adjustments.  In any case, Edison argues that a rate increase is needed to ensure that Edison, Qualifying Facilities (QFs) and DWR have sufficient funds to provide power.  Edison asserts that the Commission should immediately declare an end to the rate freeze and raise retail rates.  Edison’s March 21, 2001 filing, in response to the DWR letter, calculates that the CPA is negative, using DWR’s methodology (Appendix A). Edison calculates that a 60.84% increase in the total rate level is needed if DWR’s methodology is used (Appendix B).
Edison also contends that AB 1X provides that Edison must be made whole for the generation it provides through existing contracts and retained generation.  Edison proposes that the Commission accomplish the goal of making both it and DWR whole for the costs they each incur in procuring power for Edison’s customers by adopting three separate, dedicated rate components with associated balancing accounts.  These three rate components would be Edison Retained Generation, Edison Contracts, and DWR Contracts.  
An initial amount would be established for these components based on an estimate of costs for each component for the next 12 months.  The revenues collected from those components along with their associated costs would be tracked in a balancing account.  At regular intervals, based on the extent of the amounts over- or under-collected, rate components would be adjusted.  In addition, the annual forecasts would be reviewed and adjusted where necessary in the Annual Revenue Adjustment Proceeding (RAP).
PG&E proposes to calculate the CPA in a two step process.  First, PG&E would subtract its costs and other adjustments from its gross generation revenues to determine  the generation-related component of its revenues.  Second, PG&E would subtract its generation-related costs to determine the CPA.  PG&E proposes to provide the CPA to DWR, if revenues exceed costs.  
PG&E believes that DWR reads more into AB 1X than the plain language of the statute allows, by claiming an unlawful entitlement to a portion of the revenues recoverable by PG&E for utility service, which would result in an unconstitutional taking.  In addition, PG&E asserts that DWR’s proposal would build into PG&E’s current rates a continuing shortfall, leaving it without sufficient revenues from the generation component of rates to pay the generation-related costs specified by AB 1X.  This would cause PG&E’s power suppliers to refuse to sell to it.  Like Edison, PG&E proposes that the Commission declare an end to the rate freeze and increase rates. 
SDG&E similarly proposes to subtract costs from generation-related revenue to calculate the CPA.  SDG&E also proposes to carry over negative amounts to future months for future collection.
SDG&E believes that the Commission cannot implement DWR’s CPA proposal because DWR’s methodology is based on misunderstandings of fundamental ratemaking concepts (e.g., confusing adopted rates and actual costs).  Further, SDG&E asserts that DWR has misread the law and reached erroneous conclusions, such as its belief that the CPA can never be negative, that the CPA should be calculated as a rate instead of a dollar amount, and that the CPA cannot change.  SDG&E asks the Commission to carefully review DWR’s proposal and to adopt a CPA calculation which is consistent with the law and ratemaking practices, is logical, and is capable of being implemented quickly.
Various parties including Aglet, TURN and ORA disputed the numerous specifics of the utilities claims.  In sum, pleadings indicate that the utilities’ proposal must be closely scrutinized.
Discussion
Statutory Principles
In theory, the statutory methodology for determining the CPA is — for the most part — straightforward.  The generation-related component of retail rates minus specific utility generation-related costs equals the CPA.  In practice, details such as subtracting a “cost” from a “rate” pose challenges.  In addition, it is important to keep in mind the entire mechanism adopted in AB 1X.  TURN’s and Aglet’s point that the statute must be read as a whole is well taken.  The utilities’ proposals, for example, inject certain views concerning the “intent” of statutory provisions that cannot be supported when the statute is read as a whole.  
Prior to addressing the determination of the CPA, we must address the utilities’ misconception that the fixed DWR Set-Aside portion of the CPA is the only source of revenue that may flow to DWR. [footnoteRef:9]  Section 360.5 contains no such limitation; rather, it sets forth a formula for determining a rate element known as the CPA.  Nothing in the plain language of Section 360.5 says that the Fixed DWR Set-Aside portion of CPA is the only revenue stream that flows to DWR.[footnoteRef:10]  On the contrary, as discussed below, DWR is entitled by law to an amount equal to the number of kWhs sold to end-use customers multiplied by the relevant generation rate. [9:   Edison states:  “CPA … sets forth the amount that California’s Investor-Owned Utilities (IOUs) have available in revenues to send to [DWR].”  Edison’s February 23, 2001, Proposal for an Interim CPA (entitled “Testimony in Compliance with the ALJ’s Procedural Schedule” p. 1, section B.1.  
SDG&E asserts:  “CPA will determine the dollar amount to be provided to [DWR] out of the net revenues received from SDG&E’s retail rates.”  SDG&E February 23, 2001 Proposal for an Interim CPA (entitled preliminary statement) at section labeled “A. Purpose.”]  [10:   In fact, once the CPA is set, its is the Fixed DWR Set Aside that is used to allocate the portion of the CPA that flows to DWR.  We do not address the FDWRSA at this time.] 

We must implement Section 360.5 in view of other changes imposed by AB 1X.  We note that DWR’s procurement of power improves the financial stability of SDG&E, PG&E and Edison.[footnoteRef:11]  Without DWR’s actions, the utilities’ financial situations would have continued to deteriorate.  Instead, AB 1X has stabilized their financial condition, and transferred a large amount of their financial risk to DWR.  In determining the amount of revenues that DWR should collect, we are also guided by the following relevant statutes adopted by the legislature in AB 1X at the same time it adopted Section 360.5. [11:   As Aglet points out, Water Code Section 80002 states that “Nothing in this division shall be construed to reduce or modify any electrical corporation’s obligation to serve.”] 

Water Code Section 80002.5 states that “[i]t is the intent of the Legislature that power acquired under this division shall be sold to all retail end use customers served by electrical corporations, ….”  Water Code Section 80104 explains that “[u]pon the delivery of power to them, the retail end use customers shall be deemed to have purchased that power from the department.  Payment for any sale shall be a direct obligation of the retail end use customer to the department.”  (Emphasis added.)  Water Code Section 80106(a) provides a mechanism for DWR to collect payment by providing DWR discretion to contract with utilities to “provide billing, collection, and other related services, as agent of the department, ….”  (Emphasis added.)  Water Code Section 80110 makes clear that DWR “shall retain title to all power sold by it to retail end use customers.”  Finally, Water Code Section 80112 explicitly summarizes DWR’s interest by stating:
“… all money paid directly or indirectly to or for the account of [DWR] with respect to any sale … of power acquired [by DWR] shall constitute property of [DWR] and shall be deposited in the [DWR Electric Power] fund … To the extent any moneys are received by an electrical corporation pursuant to Section 80106 in the process of collection, and pending their transfer to [DWR], they shall be segregated by the electrical corporation on the terms and conditions established by [DWR] and shall be held in trust for the benefit of [DWR].”  (Emphasis added.)
Although Water Code Section 80112 is wholly self-executing, given the positions taken by the utilities in this proceeding, we shall order them to immediately comply with Water Code Section 80112.[footnoteRef:12]  Specifically, SDG&E, Edison and PG&E, must immediately segregate, and hold in trust[footnoteRef:13] for the benefit of DWR all moneys they receive pursuant to Section 80106.  Section VI. E of this order will explain this process in detail.   [12:   In addition to the self-executing nature of Water Code Section 80112, we also premise our action on Water Code Section 80002 (Section 80002).  Section 80002 states that nothing in the section should be construed to obligate DWR for procurement cost obligations of SDG&E, PG&E and Edison that may have existed prior to the effective date of AB 1X.  The interpretations SDG&E, PG&E and Edison proffer create a risk of imposing such liability upon DWR depending on the use of the revenues the utilities propose improperly to shift to themselves.  Section 80002 directs the Commission to issue orders necessary to carry out the section.]  [13:   Pending transfer to DWR, such money must be held in trust.] 

Generation-Related Component of the Retail Rate
We are cognizant that each utility’s tariffs contain many different rate schedules.  This results in different generation-related rate components for different schedules.  In this decision, we do not attempt to calculate the generation-related rate component for each tariff schedule of each utility.  Instead, for each utility we will adopt a company-wide average generation-related rate component (except that SDG&E will have separate numbers for capped and uncapped customers).  
The generation-related rate component of retail sales is derived from the rates in effect as of January 5, 2001.  The 1‑cent/kWh surcharge adopted by the Commission in January was in place on that date and must be included in the calculation of the generation-related component of the retail rates.  
For Edison and PG&E (whose rates are still frozen), the generation-related component of retail rates is calculated as follows:  
Total bundled electric rate (which includes one cent per/kWh surcharge and reflects the legislated 10% rate reduction for those customers to whom it is applicable);
Less non-generation-related rates or charges:
		Transmission;[footnoteRef:14] [14:   For PG&E this includes the charge called “Reliability Services.”] 

		Distribution;
		Public Purpose Programs;
		Nuclear Decommissioning;
		Fixed Transition Amount.[footnoteRef:15]  [15:   This charge is sometimes referred to as the Trust Transfer Amount.] 

The remainder is the generation-related rate component of retail rates.
SDG&E’s rate freeze under AB 1890 has ended and it has no 1 cent/kWh surcharge.  SDG&E has an “energy” rate ceiling of 6.5 cents/kWh for residential, small commercial, and street lighting customers, pursuant to AB 265.  For these “capped” customers, the generation-related rate component is this 6.5 cent/kWh ceiling.  The amount that “uncapped” customers pay for generation varies depending on wholesale market prices.  Thus, for SDG&E’s uncapped customers the generation-related rate component is necessarily based on an estimate of wholesale prices.
We have relied on the utilities’ workpapers (see attachments) [footnoteRef:16] to determine each utility’s company-wide average generation-related rate component.  Based on our review of these workpapers we adopt the following company-wide average generation-related rate components: [16:   Attachment B contains a spreadsheet summarizing our results.  The workpapers for Edison, PG&E, and SDG&E were e‑mailed to all parties on February 9, 2001.] 


	 7.277 cents/kWh for Edison;
	 6.437 cents/kWh for PG&E;
 6.5     cents/kWh for SDG&E capped customers;
12.539 cents/kWh for SDG&E uncapped customers.
CPA is a Set Rate Component
We conclude that the CPA is a set rate component, calculated using utility rate components in effect on January 5, 2001, as opposed to a periodically changing revenue amount as advocated by the utilities.  
Our interpretation that CPA is a “rate” is consistent with language in Section 360.5 which states:
“The commission shall determine that portion of each existing electrical corporation's retail rate effective on January 5, 2001, that is equal to the difference between the generation related component of the retail rate and the sum of the costs of the utility's own generation, qualifying facility contracts, existing bilateral contracts, and ancillary services. That portion of the retail rate shall be known as the California Procurement Adjustment. ….”  (Emphasis added.)
Our interpretation that CPA is “set” and a “rate” is also consistent with Water Code Section 80130 which determines the amount of indebtedness that DWR may incur.
“…  In no event shall [DWR] authorize the issuance of bonds … in an aggregate amount greater than the amount calculated by multiplying by a factor of four the annual revenues generated by the California Procurement Adjustment …”  (Emphasis added.)
The issuance of bonds is dependent on the CPA.  If CPA fluctuated monthly, little certainty would exist concerning the amount of bonds that DWR could issue.[footnoteRef:17]  An interpretation of Section 360.5 that concludes that the CPA is a set rate is more consistent with Water Code Section 80130.  Thus, we reject the utilities’ proposals that CPA is an amount that fluctuates monthly.  Those proposals focus more on the role of the CPA as a factor in determining the fixed DWR Set-Aside. [17:   Some of the utilities’ proposals conclude that CPA may sometimes be a negative number.  Determining CPA in a manner that yields a negative number is also inconsistent with Water Code Section 80130.   ] 

The use of the verb “generated“ in Water Code Section 80130 also supports our interpretation that CPA is a rate.  Amounts do not “generate” revenues, whereas a “rate” would generate revenues.
Calculation of the CPA
Under AB 1X, the CPA serves two purposes.  It is used as a step in calculating Fixed DWR Set-Aside.  In addition, CPA-generated revenues are used to calculate the maximum amount of bonds that DWR may issue.  We are not calculating the Fixed DWR Set-Aside at this time.  Thus, the primary purpose for which we are calculating the CPA today is to enable DWR to proceed with the process of issuing bonds in a timely fashion.
Each of the utilities proposes to calculate the CPA using essentially the following model:
1.  The generation-related component of retail rates is multiplied by the company’s total annual kWh sales to produce total generation-related revenues.
2.  The four statutorily authorized costs are then subtracted from the revenues calculated above.
As explained elsewhere, the CPA is a set rate.  However, because the statute requires costs to be deducted from rates, we agree with the utilities that it is appropriate to multiply the generation-related rate-component by total kWh sales[footnoteRef:18]  to arrive at generation-related revenues.  It is then possible to deduct generation-related costs from these revenues.  The result of this calculation, however, is not the CPA (which is a rate), but rather it is the revenue produced by the CPA over a given time period (namely the time period over which the kWhs were delivered to customers).  These CPA-generated revenues can then be divided by the company’s total kWh sales in the same time period to calculate the CPA rate. [18:   For the purpose of calculating the CPA, we use total sales to refer to sales by the company and DWR to the utility’s bundled service customers, which excludes sales to direct access customers.] 

After calculating the revenues produced by the generation-related rate component, therefore, we must next determine the sum of the costs of the utility's own generation, qualifying facility contracts, existing bilateral contracts, and ancillary services in effect as of January 5, 2001.  Section 360.5 expressly refers to those identifiable costs, and no others.  Thus, we conclude that the only costs to be utilized in calculating the CPA are those specifically enumerated in Section 360.5.
At the workshops, the utilities presented estimates of generation-related costs and of kWh sales, which they used to develop CPA revenues under several different scenarios.  Their workpapers and proposals show a number of adjustments to the total generation-related revenues, as well as a number of categories of costs they believe fall within the four statutorily authorized categories.[footnoteRef:19]  We do not agree with the utilities that all of these adjustments and costs are appropriate.  Section 360.5 clearly refers to those specific identifiable costs.  Thus, we shall exclude from the utilities’ submission those costs not specifically provided for in Section 360.5. [19:   The utilities’ workshop workpapers were submitted to the service list in A.00‑11‑038 et al. on February 9, 2001.] 

For example, we agree with Aglet that franchise fees attach to all retail revenues, not generation costs, and that, uncollectibles are not costs at all, but instead are revenue requirement allowances related to nonpayment of customer bills.  Aglet correctly contends that these items are not included in the four categories in Section 360.5.  Aglet also correctly argues that while other items such as direct access credits, restructuring implementation costs, employee‑related transition costs, losses on sale and QF shareholder incentives conceptually are generation‑related costs, they  are not encompassed by any of the four categories in Section 360.5.  Indeed, since direct access customers are sold electricity by neither the utility nor DWR, direct access revenues and credits both should be excluded from these calculations.[footnoteRef:20]  We also agree with Aglet that rate reduction bond revenues are not included in any of the four items in Section 360.5.  Nuclear incentive amounts--for example, Diablo Canyon ICIP payments--in excess of actual costs are not strictly generation costs but are settled revenue requirement amounts, however, they have not been excluded because we lack the data to do so.  Customer Service and Informational expenses and administrative and general (A&G) costs are not generation costs and do not fall within the scope of the four items in Section 360.5. [20:   The attached workpapers from SDG&E properly exclude these direct access figures.  Those originally submitted by Edison and PG&E still include some direct access figures, but are being revised. ] 

In order to calculate the CPA we will look to the scenarios the utilities provided at the workshops.  For Edison and PG&E we have used their scenarios which reflect QFs priced at $80/MWh.  This figure reflects ongoing efforts to restructure QF pricing.  SDG&E provided only one scenario in which it forecasted QF payments in 2001 according to actual contract terms.  We have corrected the selected scenarios to eliminate the adjustments and costs we have found inappropriate (as discussed above).  Using these corrected spreadsheets, we have calculated the annual revenues generated by the CPA.  As shown in Table 1, the annual revenues generated by CPA are:  for PG&E  $1,619,592,000, for Edison $801,870,000, for SDG&E capped $293, 596, 000, and for SDG&E uncapped, $ 398, 744, 000.  The CPA rate itself is then calculated by dividing the annual CPA revenues by the company’s total annual kWh sales for both utility and DWR supplied energy, excluding Direct Access.  The figures produce the following company-wide average CPA rates.  For PG&E, 2.180 cents per kWh, for Edison, 1.049 cents per kWh, for SDG&E capped, 2.630 per kWh.  For SDG&E uncapped, 8.658 cents per kWh.  These calculations will enable DWR to determine the maximum amount of bonds it can issue under Water Code Section 80130.
In using these selected scenarios to calculate the CPA, we are not accepting the utilities’ cost figures as a basis for calculating future rates or revenue requirements for the utilities.  These cost figures have not been subject to the kind of analysis and scrutiny by the Commission and the parties that would be necessary before we could accept them for such purposes.  We accept them here solely for purposes of calculating the CPA, which we do today primarily in order to permit DWR to determine the maximum amount of bonds it may issue.
Segregation of DWR Revenues
Pursuant to Water Code Section 80112:
“… all money paid directly or indirectly to or for the account of [DWR] with respect to any sale … of power acquired [by DWR] shall constitute property of [DWR] and shall be deposited in the [DWR Electric Power] fund … To the extent any moneys are received by an electrical corporation pursuant to Section 80106 in the process of collection, and pending their transfer to [DWR], they shall be segregated by the electrical corporation on the terms and conditions established by [DWR] and shall be held in trust for the benefit of [DWR].”  (Emphasis added.)
We have previously ordered the utilities to take these steps with regard to the monies they collect pursuant to Water Code Section 200.  The utilities have apparently not done so.  According to the  utilities, they are uncertain about how to do the necessary calculations.  No matter what the stated reason, utilities are holding money that properly belongs to DWR.  Elsewhere in this order, we give PG&E and Edison specific directions on how to comply with our prior order.  We  put them on notice that we will impose penalties if they do not comply promptly.
This leaves us with the issue of how the utilities shall segregate and transfer to DWR the revenues identified in today’s order.   DWR is purchasing electricity and selling it to retail end-use customers, and it is unreasonable to allow utilities to retain the revenue generated by those transactions — transactions to which they are not a party — even though they are in financial distress.  We will shortly outline a methodology which the utilities will be able to use after filing the appropriate tariffs and making any necessary adjustments to their billing systems.  However, we will not allow the utilities to retain DWR’s revenues while these details are worked out.  Accordingly, this order specifies a method for segregating and transferring revenues to DWR to be used beginning today, until those details are worked out.   
DWR reports to each utility on a daily basis the number of kilowatt-hours procured for that utility’s end use customers on a given day.  Under today’s order, DWR is entitled to receive the company-wide average generation-related rate component for each kilowatt-hour that DWR supplies to the utility’s retail end-use customers.[footnoteRef:21]  On average, the utility should receive revenues for the energy supplied by DWR within 45 days after the energy is delivered to retail end use customers.[footnoteRef:22]  Accordingly, under our immediate methodology, we order the utilities to segregate and hold in trust for DWR, no later than 45 days after DWR supplies power to their retail end-use customers, an amount equal to the product of (i) the number of kilowatt-hours that DWR provided 45-days earlier; and (ii) the company-wide average generation-related rate.  Utilities shall segregate these funds according to the method described below. [21:   Elsewhere in this decision we have calculated the company-wide average generation-related rate for each utility.  Until such time as schedule specific generation-related rates are calculated, the utilities will use the company-wide average generation-related rate for determining the sums they must transfer to DWR.]  [22:  The utilities typically use a 30-day billing period.  Thus, on average, there was approximately 15 days from the date the electric service is provided until the bill is rendered.  Utility bills are generally due less than 30 days after being rendered.  Thus, on average, the utilities should receive revenues for the power supplied by DWR within 45 days after the power is delivered to retail end use customers. ] 

A more precise method for remitting funds to DWR should be arrived at as soon as practicable.  This methodology shall provide that each customer’s bill will specifically identify the generation-related rate for DWR.  In order to do this, tariff schedule-specific generation-related rates will need to be calculated.  In addition, it will be necessary to determine the number of DWR supplied kilowatt-hours on each customer’s bill to which this customer specific generation-related rate will be applied.  The number of DWR-supplied kilowatt-hours will be calculated using the following method.  
First, each utility will calculate the percentage of DWR power supplied to its customers for each day, by dividing (1) the amount of power supplied by DWR and distributed by the utility by (2) the sum of (a) the amount of power generated or purchased by the utility, including any real time energy from the Independent System Operator, and (b) the amount of power included in (1) above.[footnoteRef:23] [23:   For example, if on a given day a particular utility generates or purchases (from QFs and others) 750 megawatt hours of power and distributes to its customers a further 250 megawatt hours of DWR power for a total of 1,000 MWh, the percentage of DWR power supplied for that day would be 25%.] 

Because each customer’s billing cycle includes more than one day, the utility will calculate the percentage of DWR power over a billing cycle by averaging the percentage of DWR power supplied for each day in the customer’s billing cycle (the DWR billing-cycle percentage).  Finally, the utilities will calculate the amounts they must collect on behalf of DWR as required by today’s order by multiplying the total kilowatt-hours on a customer’s bill by the DWR billing-cycle percentage and then multiplying that product by the schedule specific generation-related rate.  This will show the amount on each customer’s bill that is required to be collected by the utility on behalf of DWR, and once collected immediately segregated and held in trust for the benefit of DWR until it is transmitted to DWR, all as more specifically described below.
Within 15 days of today’s order, each utility shall file the tariff changes necessary to implement this more precise methodology, and shall implement billing under this more precise methodology within 30 days of the approval, by the Commission or its staff, of these tariff changes.
At various places in this order, we have referred to the segregation of funds that are to be paid to DWR.  Such funds are to be collected by the utility as agent for DWR, and segregated and held in trust for DWR in a separate bank account (denominated, “[utility name] in trust for the Department of Water resources”) for the benefit of DWR until such time as those funds shall be paid over to DWR in accordance with this order.  Unless doing so would contravene an existing agreement or require the use of a bank outside California, such accounts shall be opened with a bank that has not extended credit or made credit available to the utility.  The utility shall not have any right in and to such revenues and such revenues shall not be used by the utility as its own or commingled with its own monies.  At all times such revenue shall constitute property of DWR only, as provided by statute.  
We are concerned that our past orders with regard to the segregation of funds have not been carried out, and direct the utilities to provide, by letter to the Commission’s Executive Director, and to the Director of the Department of Water Resources, with the numbers of these accounts, the names of the banks where the accounts are located, the amount of credit that has been extended or made available to the utility by that bank, and the amounts deposited therein.  Such letter shall be delivered by fax no later than 4:00 p.m. on March 28, 2001.  
Moreover, utilities should transfer all funds held in trust accounts for DWR, including all interest paid thereon, each business day, before 10:00 am, Pacific Time.  Each minute of delay in complying with this order shall constitute a separate violation of this order.  We find that the above payment mechanism is essential and necessary to accomplish the directives of Water Code Section 80112. 
D.01-01-061
In D.01-01-061, we ordered Edison and PG&E to collect, in trust for the benefit of DWR, sums owed by retail end-use customers.  Further, we directed Edison and PG&E to make monthly payments to DWR.  To date, it appears that Edison and PG&E have not made any payment to DWR pursuant to ordering Paragraph 7 of D.01-01-061.  We will order Edison and PG&E to pay DWR by 9am on the day following the effective date of this decision the sums due under ordering Paragraph 7 of D.01-01-061.  In the event Edison and PG&E believe they are unable to calculate the amount owed to DWR, they shall calculate the amount owed to DWR as follows.  Each utility shall pay DWR for the number of kWhs that DWR asserts it provided to that utility’s retail end-use customers pursuant to SB 1X 7.  Edison shall pay a rate of 6.277 cents for each such kWh.  PG&E shall pay a rate of 5.437 cents for each such kWh.[footnoteRef:24]  If the payment is not made when required, the Commission will assess penalties against the utility for each day that payment is late, pursuant to Chapter 11 of the Public Utilities Act.  The officers and employees of the utility are also subject to sanctions under Chapter 11.  [24:   These amounts were derived from the company-wide average generation-related rates adopted above.  D.01-01-061 ordered the “net amount charged for electric energy” to be transferred to DWR for the kWhs DWR supplied to Edison’s and PG&E’s end-use customers.  This net amount is essentially the same as the generation-related rates adopted above, except that it did not include the 1-cent/kWh surcharge.  Accordingly, we have reduced the adopted company-wide average generation-related rates by 1‑cent/kWh to determine the amount per kWh to be transferred to DWR pursuant to D.01-01-061.  We remind Edison and PG&E that D.01-01-061 covered only the electricity supplied pursuant to SBX1 7.  Thus, all other amounts to be transferred to DWR pursuant to today’s decision include the 1-cent/kWh surcharge.] 

Financing Order
DWR requests that we determine the CPA for each utility as part of an order, and that we acknowledge that the Department may rely upon this determination for purposes of Section 80130 of the Water Code.  DWR further proposes that upon its written acceptance thereof, our order would constitute an agreement between DWR and the Commission within the meaning of Water Code Section 80110.  That statute provides in relevant part that:
“The commission may enter into an agreement with the department with respect to charges under Section 451 for purposes of this division, and that agreement shall have the force and effect of a financing order adopted in accordance with Article 5.5 (commencing with Section 840) of Chapter 4 of Part 1 of Division 1 of the Public Utilities Code, as determined by the commission.”

This provision must be read in conjunction with Water Code Section 80130, which provides in relevant part that:
“In addition, before the issuance of bonds, the department shall establish a mechanism to ensure that the bonds will be sold at investment grade ratings and repaid on a timely basis from pledged revenues. This mechanism may include, but is not limited to, an agreement between the department and the commission as described in Section 80110.”

The Legislature clearly anticipates that the Commission and DWR would enter into necessary agreements to ensure the marketability of the bonds.  Determination of both the CPA and the annual revenues produced by the CPA are key steps in determining the maximum amount of bonds that may be issued.  DWR should be able to rely upon these determinations.  Accordingly, with respect to our determination of the CPA rate and the annual revenues generated by the CPA, we agree that DWR’s request should be approved.  Upon their written acceptance by the department, the determinations of both the CPA and the annual revenues produced by the CPA made herein shall constitute a rate agreement between DWR and the Commission within the meaning of Section 80110 of the Water Code, and such agreement shall have the full force and effect of a financing order.
Motions to Strike TURN’s Comments
The motions of Edison, PG&E and SDG&E to strike the comments of TURN are denied.  We value the comments of all participants in our proceedings. 
Comments on Decision
Under Pub. Util. Code Section 311(g)(3) and Rule 77.7(f)(9) of the Rules of Practice and Procedure, the Commission may determine on its own motion that public necessity requires reduction or waiver of the 30-day public review and comment period set by Pub. Util. Code Section 311(g)(1).  We have weighed the interest in allowing the full comment period against the need to provide DWR with certainty about the minimum revenues that will be generated by the CPAs of the three utilities and the need for DWR to begin to receive revenue collected by the utilities for electricity DWR has sold to customers.  We conclude that the public interest in providing certainty at an early date, especially in the current energy crisis, outweighs the interest in allowing a full comment period.  Therefore, this period is waived. 
Findings of Fact
1. When retail end use customers being served by utilities take delivery of power procured by DWR, the retail end use customers are deemed to have purchased the power from DWR.
2. DWR power is to be allocated pro rata among all classes of customers to the extent possible.
3. The California Department of Water Resources (DWR) set forth in a letter to the Commission dated March 14, 2001, its views on how the Commission should determine the CPA.
4. Establishing the CPA is a critical element in the implementation of AB 1X.
5. Establishing the CPA is also important to any long-term or short-term financing.
6. DWR’s power purchases and sales to retail end-use customers relieve utilities of the costs for the net short procured by DWR.
7. For the sale of net short energy to the customers of each utility, DWR should receive a per-kWh price equal to the applicable generation-related retail rate per kilowatt-hour established for each utility as in effect on January 5, 2001.  This is not the sole source  of revenue to which DWR may be entitled. 
8. CPA is a set rate.
9. The Fixed DWR Set-Aside is portion of the utility’s CPA that the Commission allocates to the DWR.
10. Calculation of the CPA does not alter DWR’s right to recover any portion of its revenue requirement, which is not fully recovered through existing rates. 
11. Upon the delivery of DWR power to retail end use customers, such customers are deemed to have purchased that power from the DWR. 
12. Payment for any sale of DWR power is a direct obligation of the retail end use customer to DWR. 
13. DWR’s procurement of power and sale, at current rates, of such power to retail end use customers improves the financial stability of SDG&E, PG&E and Edison.
14. The CPA’s generation related rate component (and in turn the CPA) is derived from rates in effect as of January 5, 2001.  
15. The CPA’s generation related rate component (and in turn the CPA rate)  includes the 1-cent/kWh surcharge adopted by D.01‑01‑018.
16. For Edison and PG&E the generation-related component of retail rates should be equal to the total bundled electric rate (including 1 cent/kWh surcharge) less  the following non-generation-related rates or charges:
			Transmission (including “reliability services” for PG&E)
			Distribution
			Public Purpose Programs
			Nuclear Decommissioning
			Fixed Transition Amount.
17.  For customers subject to SDG&E’s rate ceiling of 6.5¢/kWh, the generation-related rate component is 6.5 cent/kWh.
17. For customers not subject to SDG&E’s rate ceiling, the generation-related rate component is based on an estimate of wholesale prices.
18. Each utility’s tariffs contain many different rate schedules resulting in different generation-related rate components for different schedules.
19. The company-wide average generation-related rate component for Edison is 7.277 ¢/kWh. 
20. The company-wide average generation-related rate component for PG&E is 6.437 ¢/kWh. 
21. The company-wide average generation-related rate component for SDG&E capped customers is 6.5 ¢/kWh for
22. The company-wide average generation-related rate component for SDG&E uncapped customers is 12.539 ¢/kWh.
23. A utility’s CPA is calculated by dividing CPA-generated revenues  by the company’s total annual kWh. 
24. Under AB 1X, the CPA serves to calculate the Fixed DWR Set-Aside and also the amount of bonds that DWR may issue.  
25.  Franchise fees, uncollectibles, direct access credits, restructuring implementation costs, employee‑related transition costs, losses on sale and QF shareholder incentives, rate reduction bond revenues, nuclear incentive amounts, customer service and informational expenses and administrative and general (A&G) costs should be excluded from utility costs for the purpose of calculating the sum of the utility's own generation, qualifying facility contracts, existing bilateral contracts, and ancillary services pursuant to Pub. Util. Code Section 360.5.  
26. The cost figures the utilities included in their workpapers are useful for the sole purpose of calculating CPA to permit DWR to determine the maximum amount of bonds it may issue.  
27. Determination of both the CPA and the annual revenues produced by the CPA are key steps in determining the maximum amount of bonds that may be issued.
28. PG&E and Edison apparently have not complied with the requirement in D.01‑01-061 to segregate and transfer to DWR, consistent with D.01-01-061, the revenues received for charges paid by retail end use customers for energy sold by DWR.  
29. For all power not covered by D.01-01-061, DWR is entitled to receive the company-wide average generation-related rate component for each kilowatt-hour that DWR supplies to the utility’s retail end use customers.  
Conclusion of Law
1. DWR should receive payment for power it purchases and sells to retail end-use customers.
2. .  DWR is entitled to an amount equal to the number of kWh sold to retail end use customer multiplied by the relevant generation rate.
3. Monies other than the CPA may flow to DWR.
4. DWR retains title to all power sold by it to retail end use customers.
5. Utilities must deposit, in the DWR Electric Power fund, all money paid directly or indirectly to or for the account of DWR with respect to any sale of power acquired by DWR.   
6. All money paid directly or indirectly to or for the account of DWR with respect to any sale of power acquired by DWR shall constitute property of DWR.
7. Utilities, on the terms and conditions established by DWR, must segregate any moneys received in the process of collection, and pending their transfer to DWR by the utility, must hold such monies in trust for the benefit of DWR.
8. It unreasonable for utilities to retain the revenue generated from DWR purchases of electricity that is sold to the utilities’ retail end use customers, even though they are in financial distress.  Until such time as schedule specific generation-related rates are calculated, the utilities should use the company-wide average generation-related rate for determining the sums they must transfer to DWR.  
9. Until such time as schedule specific generation-related rates are calculated: Forty-five days after DWR supplies power to the utilities’ retail end use customers the utility should remit to DWR an amount equal to the product of the number of kilowatt-hours that DWR provided 45-days earlier and the company-wide generation-related rate.  
10. For all electricity supplied by DWR more than 45-days prior to the effective date of today’s order the utility shall immediately segregate and hold in trust the funds owing to DWR.  
11. SDG&E, Edison and PG&E should submit tariff schedule-specific generation-related rates so that each customer’s bill will specifically identify the generation-related rate for DWR.
12. SDG&E, Edison and PG&E should determine the number of DWR supplied kilowatt-hours on each customer’s bill to which this customer specific generation-related rate will be applied using the method set forth in this order. 
13. The utility shall not have any right in and to DWR revenues and such revenues shall not be used by the utility as its own or commingled with its own monies.  At all times such revenue shall constitute property of DWR only.
14. The payment mechanisms established in this decision is essential and necessary to accomplish the directives of Water Code Section 80112.  
15. Edison and PG&E should comply with ordering paragraph 7 of D.01‑01‑061 by 9am on the day following the effective date of this decision.  If Edison and PG&E are unable to calculate the amount owed to DWR pursuant to D.01-01-061, each utility shall pay DWR for the number of kWhs that DWR asserts it provided to that utility’s retail end-use customers pursuant to SB 7X.  Edison shall pay a rate of 6.277 cents for each such kWh.  PG&E shall pay a rate of 5.437 cents for each such kWh. 
16. The determination of the CPA rate and the annual revenues generated by the CPA should, upon acceptance in writing by the California Department of Water Resources (DWR), constitute an agreement between this Commission and DWR within the meaning of Water Code Section 80110, and as such should have the full force and effect of a financing order adopted in accordance with Article 5.5 (commencing with Section 840) of Chapter 4 of Part 1 of Division 1 of the Public Utilities Code.
17. The motions of Edison, PG&E and SDG&E to strike the comments of TURN should be denied.

INTERIM ORDER

IT IS ORDERED that:
1. Our determination in this order of the California Procurement Adjustment (CPA) rates for each utility and the annual revenues generated by the CPA shall, upon acceptance in writing by the California Department of Water Resources (DWR), constitute an agreement between this Commission and DWR within the meaning of Water Code Section 80110, and as such shall have the full force and effect of a financing order adopted in accordance with Article 5.5 (commencing with Section 840) of Chapter 4 of Part 1 of Division 1 of the Public Utilities Code.  This ordering paragraph applies solely to our determination of the company-wide average CPA rates and the annual revenues generated by the CPA, and to no other provision of this decision.  
2. The company-wide average generation related rates are 7.277 cents per kWh for Edison, 6.437 cents per kWh for PG&E, 6.5 cents per kWh for SDG&E capped customers, and  12.539 cents per kWh for SDG&E uncapped customers. 
3. Until such time as schedule specific generation-related rates are calculated, the San Diego Gas & Electric Company (SDG&E), Southern California Edison Company (Edison) and Pacific Gas and Electric Company (PG&E) must use the company-wide average generation-related rate established in the ordering paragraphs of this decision for determining the sums they must transfer to DWR, pursuant to ordering paragraphs 4 and 5 except as otherwise provided by ordering paragraph 8.  
4. Forty-five days after DWR supplies power to the retail end use customers of SDG&E, Edison and PG&E, the utility shall remit to DWR an amount equal to the product of the number of kilowatt-hours that DWR provided 45 days earlier and the company-wide average generation-related rate.
5. For all electricity supplied by DWR more than 45 days prior to the effective date of today’s order, SDG&E, Edison and PG&E shall immediately segregate and hold in trust the funds owing to DWR, except as otherwise provided in Ordering Paragraph 8. 
6. Within 30 days of today’s order, each utility shall file the tariff changes necessary to implement the more precise billing methodology set forth in this decision and shall implement billing under this more precise methodology within 30 days of the approval, by the Commission or its staff, of the tariff changes.
7. The utility shall not have any right in and to DWR revenues and such revenues shall not be used by the utility as its own or commingled with its own monies.  At all times such revenue shall constitute property of DWR only.  The utilities shall provide, by letter to the Commission’s Executive Director, and to the Director of the Department of Water Resources, listing the numbers of the accounts [containing DWR funds held in trust], the names of the financial institutions where the accounts are located, and the amounts deposited therein.  Such letter shall be delivered by fax no later than 1:00 p.m. on March 28, 2001.
8. Edison and PG&E shall pay DWR by 9am on the day following the effective date of this decision the sums owed pursuant to Ordering Paragraph 7 of D.01-01-061.  If Edison and PG&E are unable to calculate the amount owed to DWR pursuant to D.01-01-061, each utility shall pay DWR for the number of kWhs that DWR asserts it provided to that utility’s retail end-use customers pursuant to SB 7X.  Edison shall pay a rate of 6.277 cents for each such kWh.  PG&E shall pay a rate of 5.437 cents for each such kWh. 
9. The motions of Edison, PG&E and SDG&E to strike the comments of TURN are denied.
This order is effective today.
Dated 					, at San Francisco, California. 

A.00-11-038 et al.  COM/LYN/sid		DRAFT
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ATTACHMENT A


DEPARTMENT OF WATER RESOURCES (Letterhead)

March 14, 2001

Commissioners Public Utilities Commission
505 Van Ness Avenue
San Francisco, California  94102

Dear Commissioners:

	This letter is submitted by the Department of Water Resources (the “Department”) for your consideration in connection with the determination by the Commission of the “California Procurement Adjustment” mentioned below.  The Department respectfully requests that the Commission determine the California Procurement Adjustment consistent with what the Department believes to be the clear meaning of Assembly Bill No. 1 from the First Extraordinary Session (“ABX1-1”), Chapter 4, Statutes of 2001, as described below.

	Governor Davis signed ABX1-1 on January 31, 2001.  Section 2 of ABX1-1 adds Section 360.5 to the Public Utilities Code, which reads as follows:

360.5 The commission shall determine that portion of each electrical corporation’s retail rate effective on January 5, 2001, that is equal to the difference between the generation related component of the retail rate and the sum of the costs of the utility’s own generation, qualifying facility contracts, existing bilateral contracts, and ancillary services.  That portion of the retail rate shall be known as the California Procurement Adjustment.  The commission shall further determine the amount of the California Procurement Adjustment that is allocable to the power sold by the [D]epartment.  That amount shall be payable, by each electrical corporation, upon receipt by the electrical corporation of the revenues from its retail end use customers, to the [D]epartment for deposit in the Department of Water Resources Electric Power Fund, established by Section 80200 of the Water Code.  The amount determined pursuant to this subdivision shall be known as the Fixed Department of Water Resources Set-Aside.
For compelling and practical reasons, the Commission’s determination of the California Procurement Adjustment (the “CPA”) is a critical element in the implementation of ABX1-1.  It is the initial step in establishing an important revenue source for the Department in meeting its power purchase responsibilities.  It is also important to any long-term or short-term financing by the Department.

In their filings in this proceeding, the electrical corporations make the unwarranted assertion that, in enacting ABX1-1, the Legislature not only afforded relief to the utilities with respect to procurement of the so-called “net short,” but that the Legislature also granted them, in effect, a rate increase on the portion of the power which they continue to supply.  The clear meaning of ABX1-1 is very different.  Section 360.5 was intended to address important changes in circumstances that arose from the enactment of ABX1-1.  Through the enactment of Section 360.5, the Legislature recognized that a significant portion of the electrical corporation’s costs intended to be recovered in established generation rates were no longer being borne by the electrical corporations to the extent that the Department purchased the “net short” and that an appropriate adjustment in generation rates was therefore required.  Section 360.5 was also clearly intended to provide financial assurance to the Department for its power purchases pursuant to ABX1-1 by making available to the Department (to the extent of the Commission-determined “Fixed Department of Water Resources Set-Aside”) the portion of the rate applicable to each corporation that was intended to be applied by the corporation to pay for the “net short” being purchased by the Department.

In order to address these changes in circumstances, ABX1-1 envisions that for the Department’s sale of “net short” energy to the customers of each electrical corporation, the Department will initially receive (i) a per-kWh price equal to the applicable generation-related retail rate per kilowatt-hour established for each electrical corporation as in effect on January 5, 2001 plus (ii) a Commission-determined portion of the January 5, 2001 rate for power the electrical corporation continues to sell.  Consequently, ABX1-1 provides that each electrical corporation will continue to receive—on a per-kWh basis—only (i) the components of the January 5, 2001 rate attributed at the time of original rate-making to power that the corporation will continue to sell to its retail end use customers, (i.e., native generation, qualifying facility contracts, existing bilateral contracts and ancillary services) plus (ii) a Commission-determined portion of the January 5, 2001 rate for power the electrical corporation continues to sell, (i.e., the portion of such rate which is not determined to be part of the Fixed Department of Water Resources Set-Aside.  Nothing in ABX1-1 suggests that the electrical corporations are to retain any revenues attributable to power furnished by the Department and to allow them to do so was certainly not the intent of ABX1-1.

As Section 360.5 states, the CPA is a portion of a “retail rate effective on January 5, 2001.”  Therefore the CPA itself is a rate, to be expressed in terms of cents per kilowatt-hour (as Section 80130 of the Water Code also requires, as discussed below).  Section 360.5 calls for the following determinations and calculations with regard to each electrical corporation:

First:	Identify the generation related component of the corporation’s retail rate that was in effect on January 5, 2001, expressed in terms of cents per kilowatt-hour (the “Total Generation Related Rate”).

Second:	Determine the “sum of the costs” (also expressed as a rate, i.e., in terms of cents per kilowatt-hour) imputed at the time of rate-making by the Commission in connection with the establishment of the January 5, 2001 rate, to the corporation’s own generation, qualifying facility contracts, existing bilateral contracts, and ancillary services (the “Utility Retained Rate”).

Third: 	Determine “the difference between” the Total Generation Related Rate and the Utility Retained Rate.  That is, subtract the Utility Retained Rate from the Total Generation Related Rate to determine the CPA applicable to the electrical corporation.  (Note that, under the language of Section 360.5, since the CPA is “a portion of the Total Generation Related Rate, it cannot be negative.)

Section 360.5 requires that each electrical corporation pay to the Department, upon receipt of payment by each of its end use customers for power sold by the electrical corporation (as opposed to power deemed sold to such user by the Department), all or a portion of an amount equal to the product of (i) the number of such kilowatt-hours purchased by the user from the electrical corporation, multiplied by (ii) the electrical corporation’s CPA.  That portion of the CPA to be paid to the Department is the Fixed Department of Water Resources Set-Aside.  Please note that the Department is not requesting that the Commission determine the Fixed Department of Water Resources Set-Aside at this time.

Following is an example which illustrates the CPA calculation methodology required by ABX1-1.  Assume that (i) a hypothetical utility delivers to its retail end use customers 100 kWh annually, half of which is power derived from the utility’s own generation, qualifying facility contracts, existing bilateral contracts, and ancillary services, and the other half of which is “net short” power.  Further assume that the hypothetical utility’s Total Generation Related Rate is 5¢ per kWh, which took into account and consisted of an imputed cost of the utility’s own generation, qualifying facility contracts, existing bilateral contracts, and ancillary services of 2¢ per kWh at the time the Total Generation Related Rate was determined and the cost of the “net short” power of 8¢ per kWh at the time the Total Generation Related Rate was determined.  (The 2¢ per kWh imputed cost of 50 kWh ($1.00) and the 8¢ per kWh imputed cost of the other 50 kWh ($4.00) result in an average blended cost of 5¢ per kWh for all 100 kWh.  In other words, the “Total Generation Related Rate” for the hypothetical utility is 5¢ per kWh.)  In the example, the difference between the 5¢ per kWh Total Generation Related Rate and the 2¢ imputed cost of the power which the utility will continue to sell from the utility’s own generation, qualifying facility contracts, existing bilateral contracts, and ancillary services equals a CPA of 3¢ per kWh.  In this example, the CPA of 3¢ per kWh would be subject to further allocation by the Commission to determine the Fixed Department of Water Resources Set-Aside.

Confirmation that the Legislature’s intended construction of Section 360.5 is consistent with the CPA calculation methodology described above can be found in Section 80114 of the Water Code, enacted as part of ABX1-1, which provides as follows:

80114.  The commission shall take those actions necessary to ensure that all, or a portion of, the component rates that are available to electrical corporations for the purchase of their net short position of electricity are used to recover the revenue requirements established pursuant to this division.
Consistent with the language of ABX1-1, since the January 5, 2001 retail rate—and, therefore, the components of the CPA—took into account historical costs, the CPA is fixed and immutable.  It is not affected by any change in the costs of any generation resource of any electrical corporation that was not reflected in the January 5, 2001 rate at the time such rate was originally determined.  On the other hand, the calculation of the CPA, in and of itself, does not alter the right of the Department to recover any portion of its revenue requirements which is not fully recovered through the application of the portion of the CPA equal to the Fixed Department of Water Resources Set-Aside (nor does it affect any right of the Commission to allow additional cost recovery to the utilities for the portion of the power for which they remain responsible, subject, to applicable law and Commission proceedings).  Further, the calculation of the CPA does not quantify the division of the CPA as between the Department and any electrical corporation (i.e., the determination of the Fixed Department of Water Resources Set Aside).  The Department requests that Commission effectuate that division through a later determination and requests that the Commission’s determination at this time be limited to the determination of the California Procurement Adjustment.

ABX1-1 also enacted Division 27 (commencing with Section 80000) of the Water Code.  Division 27 established in the State Treasure the Department of Water Resources Electric Power Fund (the “Fund”) and authorized the Department to issue bonds, notes, and other evidences of indebtedness (collectively, “Bonds”) for certain limited purposes, including:


· paying the costs of electric power and transmission, scheduling, and other related expenses, or to reimburse expenditures from the Fund for those purposes.

· repaying to the General Fund certain advances made to the Department for the power purchase program; and

· establishing or maintaining reserves in connection with the Bonds and paying certain costs incidental to the issuance, payment and security of the Bonds.

Section 80130 of the Water Code (the “Bond Cap”), enacted as part of ABX1-1, provides in relevant part as follows (emphasis added):

In no event shall the [D]epartment authorize the issuance of bonds … in an aggregate amount greater than the amount calculated by multiplying by a factor of four the annual revenues generated by the California Procurement Adjustment, as determined by the [C]ommission pursuant to Section 360.5.
During the Legislature’s consideration of ABX1-1, the bill’s author communicated to the Legislature his expectation that the amount of the Bond Cap that would result from the application of Section 80130 would approximate $10 billion.  Many Legislators cited the $10 billion figure during the floor debate of ABX1-1.  The phrase “generated by” – used in Section 80130—is further evidence that the CPA is a rate to be expressed in terms of cents per kilowatt-hour and not a dollar amount of revenues.  Consistent with Section 80130 of ABX1-1, the Department will determine the Bond Cap by calculating the dollar amount of the annual revenues which would be generated by the applicable CPA (as determined by the Commission) in each electrical corporation’s service area, adding such dollar amounts and multiplying the resulting sum by four.

The Department requests that the Commission (i) determine, as part of an order, the CPA of each electrical corporation pursuant to Section 360.5 and in accordance with the methodology discussed above, and (ii) acknowledge that the Department may rely upon such determination for the purposes of Section 80130 of the Water Code.

In addition, we request that the order provide that, upon its acceptance by the Department in writing, the order will constitute an agreement between the Department and the Commission within the meaning of Section 80110 of the Water Code and that, pursuant to Section 80110, the order will have the full force and effect of a financing order.

Thank you for your assistance and attention to this important matter.  We will be submitting additional information and requests to the Commission relating to the Department’s power purchase program and financing plans and appreciate your continuing cooperation.

Sincerely,

/s/  THOMAS M. HANNIGAN
Thomas M. Hannigan
Director
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(END OF ATTACHMENT A)






oleObject1.xlsx
PGE2

		Pacific Gas and Electric Company

		Calculation of California Procurement Adjustment

		(As Set Forth in AB1X) 

				Scenario 2: Phase-in of QF reform								($000s)

		Line				Estimated

		No.		Component		February		March		April		May		June		July		August		September		October		November		December		Total

				 

		1.		Sales (Metered)		6,454		6,538		6,354		6,420		6,846		7,272		7,572		7,670		6,936		6,405		6,770		75,238



		2.		Generation Rate As of 1-05-01 /1		50.03		48.70		47.80		53.85		60.51		60.51		60.42		60.40		60.92		54.22		49.58		55.44

		3.		Emergency Procurement Surcharge		9.75		9.75		9.75		9.75		9.75		9.75		9.75		9.75		9.75		9.75		9.75		9.75

		4.		Generation Rate + EPS		59.78		58.45		57.55		63.60		70.26		70.26		70.17		70.15		70.67		63.97		59.33		65.19



		5.		Gross Generation Revenue		(385,828)		(382,130)		(365,689)		(408,329)		(480,986)		(510,900)		(531,344)		(538,068)		(490,191)		(409,732)		(401,668)		(4,904,865)



		Adjustments:

		6.		Franchise Fees and Uncollectibles		3,731		3,695		3,536		3,948		4,651		4,940		5,138		5,203		4,740		3,962		3,884		47,425

		7.		Direct Access Credit /2		36,266		35,919		34,372		38,382		45,210		48,022		49,945		50,580		46,078		38,514		37,754		461,042

		8.		RMR /3		0		0		0		0		0		0		0		0		0		0		0		0

		9.		Restructuring Implementation		0		0		0		0		0		0		0		0		0		0		0		0

		10.		Remaining Transition Costs/Credits 		9,366		10,447		10,724		25,312		30,903		16,099		13,197		14,298		14,403		15,011		2,821		162,581

		11.		Imputed 10% Rate Reduction		(36,309)		(34,717)		(32,148)		(33,063)		(37,508)		(40,553)		(42,451)		(42,315)		(38,664)		(34,703)		0		(372,431)

		12.		Imputed FTA

Unknown Author: Valerie Winn:
Based on RAP sales and revenues adjusted for the change in the FTA rate for 2001.		(32,575)		(31,349)		(29,259)		(28,462)		(30,511)		(32,896)		(34,378)		(34,246)		(31,443)		(29,875)		0		(314,995)



		13.		Generation-Related Component		(405,349)		(398,135)		(378,464)		(402,213)		(468,242)		(515,288)		(539,893)		(544,549)		(495,077)		(416,823)		(357,209)		(4,921,243)



		 Less:

		14.		A.  PG&E Owned Generation Rev Rqmt:



		15.		A1. Hydro

		16.		    2001 Revenue Requirement /4

Unknown Author: Valerie Winn:
Includes RMR.		33,351		33,386		33,351		33,295		33,045		33,661		33,352		33,067		33,021		33,021		33,021		365,571



		17.		A2. Fossil

		18.		    2001 Revenue Requirement /4

Unknown Author: Valerie Winn:
Includes RMR.		

Unknown Author: Valerie Winn:
Based on RAP sales and revenues adjusted for the change in the FTA rate for 2001.		18,198		30,354		15,734		16,827		19,020		20,161		19,900		19,685		18,296		17,745		17,244		213,165



		19.		A3. Nuclear

		20.		    Diablo ICIP		48,678		53,862		50,332		27,049		50,404		53,862		53,862		52,134		53,934		52,134		53,862		550,115

		21.		    CCFT Credit		-3,783		-3,783		-3,783		-3,783		-3,783		-3,783		-3,783		-3,783		-3,783		-3,783		-3,783		(41,613)

		22.		    Subtotal		44,895		50,079		46,549		23,266		46,621		50,079		50,079		48,351		50,151		48,351		50,079		508,502



		23.		Subtotal (A1 + A2 + A3)		96,443		113,819		95,634		73,389		98,686		103,901		103,331		101,104		101,469		99,118		100,345		1,087,239



		24.		B.  QF Payments

		25.		    QF Expenses		183,598		176,865		146,196		157,251		160,539		166,610		164,269		154,192		147,341		136,067		145,474		1,738,402

		26.		    QF Admin & Legal Costs

Unknown Author: Valerie Winn:
Derived by spreading the approved G&ES 2001 budget  for electric procurement activities  equally over the 11 month period. Total amount for electric procurement functions is $9.017 million; for TCBA related activities the amount - $7.747million ( in SAP ($$).		

Unknown Author: Valerie Winn:
Includes RMR.		759		759		759		759		759		759		759		759		759		759		759		8,349

		27.		    Subtotal		184,357		177,624		146,955		158,010		161,298		167,369		165,028		154,951		148,100		136,826		146,233		1,746,751



		28.		C.  Bilateral Contract Costs:

		29.		    Irrigation District Contracts and Other  /5		(12,202)		(10,681)		(7,140)		1,112		7,360		280		(5,639)		(9,151)		(10,572)		(4,272)		1,544		(49,362)

		30.		    BFM Contracts Costs /6		0		0		0		0		0		0		0		0		0		0		0		- 0

		31.		    Bilateral Contract Costs		8,904		8,349		6,503		6,763		6,763		23,129		23,753		22,321		22,349		21,335		21,829		171,998

		32.		    Subtotal		(3,298)		(2,332)		(637)		7,875		14,123		23,409		18,114		13,170		11,777		17,063		23,373		122,636



		33.		D.  ISO Ancillary Services and Related Charges /7		20,000		20,000		20,000		20,000		20,000		20,000		20,000		20,000		20,000		20,000		20,000		220,000



		34.		Subtotal ( A + B + C + D)		297,502		309,112		261,952		259,274		294,107		314,679		306,473		289,224		281,345		273,007		289,951		3,176,625



		35.		Current Month (Over)/UnderCollection		(107,847)		(89,023)		(116,512)		(142,939)		(174,136)		(200,609)		(233,420)		(255,324)		(213,732)		(143,817)		(67,258)		(1,744,618)

		36.		Accumulated UnderCollections		0		0		0		0		0		0		0		0		0		0		0		0

		37.		Interest (6.5% Short-Term) if Undercollection		0		0		0		0		0		0		0		0		0		0		0		0



		38.		California Procurement Adjustment		(107,847)		(89,023)		(116,512)		(142,939)		(174,136)		(200,609)		(233,420)		(255,324)		(213,732)		(143,817)		(67,258)		(1,744,618)



																						Net Short GWh (Feb through Dec)						32,927

																						Contribution to Net Short ($/MWh)						$52.98

































SCEBase

		Southern California Edison Company

		Calculation of California Procurement Adjustment

		(As Set Forth in ABX1)

		(Unless Denoted Otherwise, Amounts are in Thousands)



		Line				2001 Estimate

		No.		Component		February		March		April		May		June		July		August		September		October		November		December		Total

		1.		Total Delivered Sales (Metered GWh)		6,290		6,715		6,419		6,722		7,029		7,491		8,275		7,573		7,619		6,663		6,665		77,461

		2.		Generation Rate As of 1-05-01 ($/MWh)		56.85		56.85		56.85		56.85		63.46		73.37		73.37		73.37		66.76		56.85		56.85		63.40

		3.		Emergency Procurement Surcharge ($/MWh)		10.00		10.00		10.00		10.00		10.00		10.00		10.00		10.00		10.00		10.00		10.00		10.00

		4.		Generation Rate + EPS ($/MWh)		66.85		66.85		66.85		66.85		73.46		83.37		83.37		83.37		76.76		66.85		66.85		73.40

		5.		Gross Generation Revenue		(420,491)		(448,867)		(429,135)		(449,338)		(516,369)		(624,491)		(689,869)		(631,351)		(584,874)		(445,435)		(445,551)		(5,685,772)

		Adjustments:

		6.		Franchise Fees and Uncollectibles		4,717		5,035		4,814		5,040		5,792		7,005		7,738		7,082		6,561		4,996		4,998		63,777

		7.		Direct Access Credit		39,083		41,720		39,886		41,764		47,994		58,044		64,120		58,681		54,362		41,401		41,412		528,467

		8.		RMR		3,296		3,296		3,296		3,296		3,296		3,296		3,296		3,296		3,296		3,296		3,296		36,255

		9.		Restructuring Implementation		2,800		2,800		2,800		2,800		2,800		2,800		2,800		2,800		2,800		2,800		2,800		30,805

		10.		Other Authorized Costs/Credits		7,236		7,205		7,174		7,143		7,112		7,081		7,050		7,019		6,988		6,957		6,926		77,891

		11.		Imputed 10% Rate Reduction		(27,814)		(31,663)		(27,926)		(29,852)		(32,524)		(36,685)		(42,554)		(36,322)		(33,843)		(31,268)		(31,130)		(361,582)

		12.		Imputed TTA		(22,637)		(26,571)		(21,369)		(24,313)		(29,005)		(29,254)		(37,448)		(30,544)		(26,960)		(23,893)		(22,897)		(294,891)



		13.		Generation-Related Component		(413,809)		(447,044)		(420,460)		(443,458)		(510,904)		(612,204)		(684,866)		(619,339)		(571,671)		(441,145)		(440,146)		(5,605,048)

		14.		Generation-Related Rate ($/MWh)		72.61		73.49		72.29		72.82		80.22		90.21		91.35		90.27		82.81		73.08		72.89		79.87



		 Less:

		15.		A.  SCE Owned Generation Rev Rqmt:

		16.		    Capital Related		24,612		24,612		24,612		24,612		24,612		24,610		24,608		24,608		24,605		24,603		24,605		270,694

		17.		    SONGS ICIP		32,282		49,393		47,798		49,393		47,798		49,393		49,393		47,798		49,393		47,798		49,393		519,829

		18.		    Other On-Going (PV, Coal, and Hydro)		32,546		33,210		28,083		32,442		32,818		34,851		35,879		34,629		33,767		35,808		35,996		370,027

		19.		    Subtotal		89,439		107,214		100,492		106,446		105,228		108,853		109,879		107,035		107,764		108,208		109,993		1,160,551



		20.		B.  QF Payments:

		21.		    QF Energy and Capacity Costs		393,073		288,228		262,418		203,525		207,142		303,976		308,579		302,934		303,910		188,236		182,920		2,944,941

		22.		    QF Buyouts		3,587		6,712		20,395		3,587		6,712		20,395		3,587		6,712		20,395		3,587		7,024		102,693

		23.		    Shareholder Incentives		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		24.		    Scheduling, Dispatch & Admin		70		70		70		70		70		70		70		70		70		70		70		770

		25.		    Subtotal		396,730		295,010		282,883		207,182		213,924		324,441		312,236		309,716		324,375		191,893		190,014		3,048,404



		26.		C.  Bilateral Contract Costs:

		27.		    Interutility Net Contract Costs		9,836		10,372		10,712		9,239		10,420		11,760		11,775		12,082		12,433		10,352		10,568		119,549

		28.		    Interutility Buyouts		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		29.		    Scheduling, Dispatch & Admin		262		262		262		262		262		262		262		262		262		262		262		2,877

		30.		    BFM Contracts Costs		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		31.		    Bilateral Contract Costs		11,752		13,032		12,557		12,984		12,605		17,679		17,775		17,099		15,624		14,957		15,336		161,400

		32.		    Subtotal		21,850		23,666		23,531		22,485		23,287		29,701		29,812		29,443		28,319		25,571		26,166		283,826



		33.		D.  Ancillary Services (including GMC)		74,960		82,590		81,755		89,206		90,159		103,498		107,246		96,762		91,246		79,300		81,102		977,824



		34.		Subtotal ( A + B + C + D)		582,978		508,480		488,661		425,318		432,597		566,493		559,172		542,955		551,704		404,971		407,275		5,470,605

		35.		Current Month (Over)/UnderCollection		169,169		61,436		68,201		(18,140)		(78,307)		(45,711)		(125,693)		(76,384)		(19,968)		(36,174)		(32,872)		(134,443)

		36.		Accumulated UnderCollections		169,169		231,063		300,349		283,651		206,929		162,551		37,862		- 0		- 0		- 0		- 0		- 0

		37.		Interest (6.5% Short-Term)		458		1,085		1,442		1,586		1,333		1,004		546		1		- 0		- 0		- 0		7,455



		38.		California Procurement Adjustment /4		- 0		- 0		- 0		- 0		- 0		- 0		- 0		(37,975)		(19,968)		(36,174)		(32,872)		(126,988)



																						Est. Net Short GWh (Feb through Dec)						21,171

				NOTE: All assumptions are listed on the attached sheet.																		CPA/Est. Net Short (GWh)						$6.00











1.  QF Payment @ Current Contracts
2.  Includes Imputed RRB Credits



SDGEUncapped

		San Diego Gas & Electric Company

		Calculation of California Procurement Adjustment for Uncapped Customers

		(As Set Forth in ABX1)



		Line				2001 Estimate

		No.		Component ($000)		February		March		April		May		June		July		August		September		October		November		December		Total

		1.		Total Delivered Sales (GWH)		351		352		358		365		393		420		416		440		406		382		366		4,251

		2.		Projected Uncapped Generation Rate ($/MWH)		156.52		126.52		123.90		122.17		123.77		124.57		165.59		152.35		118.92		100.91		93.43		128.06

		3.		Gross Generation Revenue		(54,944)		(44,515)		(44,395)		(44,566)		(48,697)		(52,333)		(68,933)		(67,083)		(48,286)		(38,588)		(34,230)		(546,570)

		Adjustments:

		4.		Franchise Fees and Uncollectibles		325		294		296		300		325		348		396		402		330		290		269		3,574



		5.		Generation-Related Component		(54,620)		(44,221)		(44,099)		(44,266)		(48,372)		(51,985)		(68,537)		(66,681)		(47,956)		(38,299)		(33,960)		(542,996)



		 Less:

		6.		A.  SDG&E Owned Generation Rev Rqmt:

		7.		    SONGS ICIP		2,538		3,926		3,945		4,186		4,105		4,132		4,008		3,812		4,132		3,985		3,857		42,625



		8.		B.  QF Payments:

		9.		    QF Energy and Capacity Costs		5,308		4,225		3,477		4,747		4,922		5,237		5,402		5,099		3,566		3,387		3,270		48,641



		10.		C.  Bilateral Contract Costs:

		11.		   Interutility Net Contract Costs (PNM & PGE)		1,383		1,493		2,655		1,066		1,087		1,155		1,120		1,096		1,155		1,145		1,078		14,434

		12.		   Bilateral Contracts		1,504		1,705		1,702		1,808		1,781		1,774		1,740		1,635		1,794		1,719		1,656		18,817

		13.		   Subtotal		2,887		3,197		4,357		2,874		2,868		2,929		2,861		2,731		2,949		2,864		2,734		33,251



		14.		D.  Ancillary Services (including GMC)		3,395		3,720		3,720		3,770		4,216		4,491		7,104		4,112		3,566		2,717		3,000		43,812



		15.		Subtotal ( A + B + C + D)		14,127		15,068		15,500		15,577		16,111		16,789		19,375		15,754		14,213		12,953		12,862		168,330

		16.		Current Month (Over)/UnderCollection		(40,492)		(29,153)		(28,599)		(28,689)		(32,261)		(35,196)		(49,162)		(50,927)		(33,743)		(25,345)		(21,099)		(374,666)

		17.		Accumulated UnderCollections		(40,492)		(29,153)		(28,599)		(28,689)		(32,261)		(35,196)		(49,162)		(50,927)		(33,743)		(25,345)		(21,099)		(374,666)

		18.		Interest (6.5% Short-Term)		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0



		19.		California Procurement Adjustment		(40,492)		(29,153)		(28,599)		(28,689)		(32,261)		(35,196)		(49,162)		(50,927)		(33,743)		(25,345)		(21,099)		(374,666)



																						Est. Net Short GWH (Feb. through Dec.)						2,578

																						CPA / Est. Net Short ($/MWH)						145.35



		FOOTNOTES:		1/  Represents Utility Bundled  Sales.  The approximate split between AB265 Capped and Non-AB265 Customers is 70 / 30.  Direct Access is not included because the CPUC has not yet approved cap plementation for them.



				2/  The California Procurement Adjustment amount calculated above reflects the monthly amount available to the DWR for procuring power for utility customers, including the cost of imbalance energy and imbalance penalties.













11mos@Current

		Perlstein Method

		Summary from Utility Scenarios, 11-month Projections for 2001





				A		B		C		D		E

				Total Generation - Related Rate (¢/kWh)		Total      Sales  (GWH)		Total Generation - Related      Revenues *  ($000s)		Utility Related Costs **  ($000s)		CPA Revenues  ($000s)

								 (C = A * B)				(E = C - D)



		PG&E		6.541		75,238		4,921,243		3,176,625		1,744,618

		SCE		7.236		77,461		5,605,048		5,470,605		134,443

		SDGE Capped		6.416		10,192		653,882		540,260		113,622

		SDGE Uncapped		12.773		4,251		542,996		168,330		374,666



		Totals		7.014		167,142		11,723,169		9,355,820		2,367,349

		Notes

		*   Total Revenues Adjusted variously, including FF&U, Direct Access, Trust Transfer Amounts, etc.

		**  Utility-Related Costs are the sum of Utility-Owned Generation, QF Payments, Bilateral Contracts, and Ancillary Services

		1.  PG&E BaseCase, QFs at Current Contracts, Maximum Ancillary Service Costs, ABX1 1 worksheet e-mailed to parties in A.00-11-038, et al on 3-1-01

		2.  SCE Scenario 1, QFs at Current Contract Costs, ABX1 1 worksheet e-mailed to parties in A.00-11-038, et al on 2-9-01

		3.  SDG&E Capped rate includes FF&U, ABX1 1 worksheet e-mailed to parties in A.00-11-038, et al on 2-9-01

		4.  SDG&E UnCapped rate includes FF&U, ABX1 1 worksheet e-mailed to parties in A.00-11-038, et al on 2-9-01





DWR-edInputs

		DWR Method CPA X Total Sales

		Based on ED Assumptions 12 month Projections for 2001 





				A		B		C		D		E		F		G		H

				Total Generation - Related Rate (¢/kWh)		Total      Sales  (GWH) *		Total Generation - Related      Revenues **  ($000s)		Utility Related Costs ***  ($000s)		Utility - Related Generation (GWH)		Utility Blended Rate (¢/kWh)		DWR's CPA (¢/kWh)		CPA Revenues  ($000s)

								 (C = A * B)								(G = A - F)		(H = B * G)



		PG&E		6.300		82,291		5,184,333		2,944,300		56,185		5.240		1.060		871,983

		SCE		7.200		83,780		6,032,160		4,007,075		60,705		6.601		0.599		501,928

		SDGE Capped		8.400		12,950		1,087,800		296,392		6,377		4.648		3.752		485,907

		SDGE Uncapped		8.400		5,550		466,200		127,025		2,733		4.648		3.752		208,246



		Totals		6.919		184,571		12,770,493		7,374,792		126,000						2,068,063

		Notes

		*   Sales for PG&E reflect 12 months by multiplying 11 months by a factor of 12/11ths.

		     SCE and SDG&E sales reflect 12 months by adding January 2001 sales to their Feb. - Dec. 2001 totals.

		*   Gross Generation Revenues on a 12 month basis; no adjustments made for FF&U, etc.

		**  Utility-Related Costs are the sum of Utility-Owned Generation, QF Payments, Bilateral Contracts, and Ancillary Services on 

		     a 12 month basis.

		1.  PG&E - Based on Scenario 1, QFs at $80/MWh, ABX1 1 worksheet e-mailed to parties in A.00-11-038, et al on 2-9-01

		     added 12/11ths to 2001 sales to adjust sales, utility costs and revenues to 12 month basis.

		2.  SCE - Scenario 1, QFs at $80/MWh, ABX1 1 worksheet e-mailed to parties in A.00-11-038, et al on 2-9-01

		     added 12/11ths to 2001 sales to adjust sales, utility costs and revenues to 12 month basis.

		3.  SDG&E - based on gross generation revenues, no adjustment for FF&U; added January 2001 to 11 month total shown by

		     SDG&E to adjust sales, utility costs and revenues to 12 month basis.  Capped costs do not include any PECA amortization.

		     Based on ABX1 1 worksheet e-mailed to parties in A.00-11-038, et. al. on 2-9-01.





12mosQFs@80

		Based on Utility Provided Scenarios, 12 month Projections for 2001 





				A		B		C		D		E		F		G		H		I

				Total Generation - Related Rate (¢/kWh)		Sales  Reported in Utilities' ABX1 Data (GWh) 		Bundled Service Sales            (GWh)		Gross Gen. - Related Revs Reported in Utilities' ABX1 Data  ($000s)		Gen. - Related      Revenues Based on Bundled Service Sales ($000s)		Utility Related Costs   ($000s)		Utility Related Costs less CSI and A&G ($000s)		CPA Revenues  ($000s)		CPA  Rate (¢/kWh)

				A=D/B/10								E=A*C*10						H=E-G		I=H/C



		PG&E		6.471		82,008		74,299		$5,306,533		$4,807,719		$3,264,075		$3,188,127		$1,619,592		2.180

		SCE		7.277		84,400		76,466		$6,141,557		$5,564,251		$4,798,902		$4,762,381		$801,870		1.049

		SDGE Capped		6.500		11,163		11,163		$725,570		$725,570		$431,974		$431,974		$293,596		2.630

		SDGE Uncapped		12.539		4,606		4,606		$577,565		$577,565		$178,791		$178,791		$398,774		8.658



		Totals								$12,751,225		$11,675,105		$8,673,742		$8,561,273		$3,113,832





		Notes



		Column A:  Calculated based on gross generation-related revenues shown in column D and sales shown in column B.



		Column B:  Based on Utilities' sales data provided in ABX1 implementation worksheets emailed to parties in A.00-11-038, et.al, on 2-9-01.

		  PG&E:  Scenario 1:  (QFs at $80/MWh); Total metered sales for 2/'01 thru 12/'01 (75,238 GWh), plus 12/'01 sales (6,770 GWh) for 12th month.

		  SCE:     Scenario with QFs at $80/MWh:  Total metered sales for 2/'01 thru 12/'01 (77,461 GWh), plus 1/'02 sales (6,939 GWh) for 12th mo. 

		  SDG&E: Total delivered sales for 2/'01 thru 12/'01 (10,192 GWH for capped; 4,251 GWh for uncapped), plus 1/'02 sales (971 GWh for capped;

		                355 GWh for uncapped) for 12th mo.



		Column C:  PG&E & SCE:  Column B x 0.906 to remove sales to direct access customers.



		Column D:  Based on Utilities' sales data provided in ABX1 implementation worksheets emailed to parties in A.00-11-038, et.al, on 2-9-01.

		  PG&E:  Scenario 1:  (QFs at $80/MWh); Gross generation revenue for 2/'01 thru 12/'01 ($4,904,865), plus 12/'01 revenue ($401,668) for 12th month.

		  SCE:     Scenario with QFs at $80/MWh:  Gross generation revenue for 2/'01 thru 12/'01 ($5,685,772), plus 1/'02 revenue ($495,336) for 12th mo. 

		               less RMR ($36,255 for Feb. '01 thru Dec. '02, plus $3,296 for Jan. '02).

		  SDG&E: Total delivered sales for 2/'01 thru 12/'01 ($662,458 for capped; $546,470 for uncapped), plus 1/'02 revenues ($63,112 for capped;

		                $30,995 for uncapped) for 12th mo.



		Column E: Calculated based on total generation rate shown in Column A and bundled service sales shown in column C.



		Column F:  Based on Utilities' sales data provided in ABX1 implementation worksheets emailed to parties in A.00-11-038, et.al, on 2-9-01.

		  PG&E:  Scenario 1:  (QFs at $80/MWh); Costs for PG&E-owned gen., QFs, Bilaterals, and Ancillary Services for 2/'01 thru 12/'01 ($2,978,267), plus 12/'01 costs ($285,808) for 12th month.

		  SCE:     Scenario with QFs at $80/MWh:  Costs for SCE-owned gen., QFs, Bilaterals, and Ancillary Services for 2/'01 thru 12/'01 ($4,424,304), plus 1/'02 costs ($374,598) for 12th mo. 

		  SDG&E: Cost for SDG&E-owned gen., QFs, Bilaterals, and Ancillary Services, excluding PECA amoritzation for 2/'01 thru 12/'01  ($403,402 for capped; $168,330 for uncapped)

		                plus 1/'02 costs ($28,572 for capped; $10,461 for capped) for 12th mo.



		Column G:  Column F less Customer Service and Information, and A&G costs identified in utilities data supporting ABX1 implementation worksheets.

		  PG&E:  Column F minus $75,948;                 SCE:  Column F minus $36,521.







SDGECapped

		San Diego Gas & Electric Company

		Calculation of California Procurement Adjustment for AB 265 Customers

		(As Set Forth in ABX1)



		Line				2001 Estimate

		No.		Component ($000)		February		March		April		May		June		July		August		September		October		November		December		Total

		1.		Delivered Sales (GWH)  /1		903		878		848		831		880		976		1,009		1,094		943		892		937		10,192

		2.		AB 265 Capped Generation Rate ($/MWH)		65.00		65.00		65.00		65.00		65.00		65.00		65.00		65.00		65.00		65.00		65.00		65.00

		3.		Gross Generation Revenue		(58,673)		(57,093)		(55,127)		(54,031)		(57,191)		(63,414)		(65,608)		(71,105)		(61,291)		(57,996)		(60,930)		(662,458)

		Adjustments:

		4.		Franchise Fees and Uncollectibles		835		733		701		683		727		808		961		998		765		676		689		8,576



		5.		Generation-Related Component		(57,838)		(56,360)		(54,426)		(53,348)		(56,464)		(62,605)		(64,648)		(70,107)		(60,526)		(57,320)		(60,241)		(653,882)



		 Less:

		6.		A.  SDG&E Owned Generation Rev Rqmt:

		7.		    SONGS ICIP		6,525		9,801		9,338		9,540		9,179		9,595		9,718		9,471		9,595		9,298		9,869		101,929



		8.		B.  QF Payments:

		9.		    QF Energy and Capacity Costs		13,648		10,549		8,231		10,816		11,008		12,162		13,098		12,667		8,281		7,903		8,368		116,731



		10.		C.  Bilateral Contract Costs:

		11.		   Interutility Net Contract Costs (PNM & PGE)		3,557		3,727		6,285		2,429		2,432		2,682		2,717		2,722		2,682		2,672		2,759		34,663

		12.		   Bilateral Contracts		3,867		4,256		4,028		4,119		3,983		4,119		4,220		4,062		4,166		4,011		4,237		45,068

		13.		   Subtotal		7,424		7,982		10,314		6,548		6,414		6,802		6,936		6,784		6,848		6,683		6,996		79,732



		14.		D.  Ancillary Services (including GMC)		8,730		9,287		8,806		8,591		9,427		10,430		17,226		10,216		8,282		6,340		7,676		105,011



		15.		E.  Purchased Electric Commodity Account (PECA)		12,696		12,591		12,397		12,256		12,185		12,326		12,485		12,573		12,326		12,344		12,679		136,858



		16.		Subtotal ( A + B + C + D + E)		49,024		50,209		49,086		47,751		48,213		51,314		59,464		51,710		45,333		42,568		45,588		540,260

		17.		Current Month (Over)/UnderCollection		(8,814)		(6,151)		(5,340)		(5,597)		(8,251)		(11,292)		(5,184)		(18,396)		(15,193)		(14,751)		(14,653)		(113,622)

		18.		Accumulated UnderCollections		(8,814)		(6,151)		(5,340)		(5,597)		(8,251)		(11,292)		(5,184)		(18,396)		(15,193)		(14,751)		(14,653)		(113,622)

		19.		Interest (6.5% Short-Term)		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0



		20.		California Procurement Adjustment		(8,814)		(6,151)		(5,340)		(5,597)		(8,251)		(11,292)		(5,184)		(18,396)		(15,193)		(14,751)		(14,653)		(113,622)



																						Est. Net Short GWH (Feb. through Dec.)						6,178

																						CPA / Est. Net Short ($/MWH)						18.39



		FOOTNOTES:		1/  Represents Utility Bundled  Sales.  The approximate split between AB265 Capped and Non-AB265 Customers is 70 / 30.  Direct Access is not included because the CPUC has not yet approved cap plementation for them.



				2/  The California Procurement Adjustment amount calculated above reflects the monthly amount available to the DWR for procuring power for utility customers, including the cost of imbalance energy and imbalance penalties.
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PG&E

6.471

82,008

74,299

$5,306,533

$4,807,719

$3,264,075

$3,188,127

$1,619,592

2.180

SCE

7.277

84,400

76,466

$6,141,557

$5,564,251

$4,798,902

$4,762,381

$801,870

1.049

SDGE Capped

6.500

11,163

11,163

$725,570

$725,570

$431,974

$431,974

$293,596

2.630

SDGE Uncapped

12.539

4,606

4,606

$577,565

$577,565

$178,791

$178,791

$398,774

8.658

Totals

$12,751,225

$11,675,105

$8,673,742

$8,561,273

$3,113,832

Notes

Column A:  Calculated based on gross generation-related revenues shown in column D and sales shown in column B.

Column B:  Based on Utilities' sales data provided in ABX1 implementation worksheets emailed to parties in A.00-11-038, et.al, on 2-9-01.

  PG&E:  Scenario 1:  (QFs at $80/MWh); Total metered sales for 2/'01 thru 12/'01 (75,238 GWh), plus 12/'01 sales (6,770 GWh) for 12th month.

  SCE:     Scenario with QFs at $80/MWh:  Total metered sales for 2/'01 thru 12/'01 (77,461 GWh), plus 1/'02 sales (6,939 GWh) for 12th mo. 

  SDG&E: Total delivered sales for 2/'01 thru 12/'01 (10,192 GWH for capped; 4,251 GWh for uncapped), plus 1/'02 sales (971 GWh for capped;

                355 GWh for uncapped) for 12th mo.

Column C:  PG&E & SCE:  Column B x 0.906 to remove sales to direct access customers.

Column D:  Based on Utilities' sales data provided in ABX1 implementation worksheets emailed to parties in A.00-11-038, et.al, on 2-9-01.

  PG&E:  Scenario 1:  (QFs at $80/MWh); Gross generation revenue for 2/'01 thru 12/'01 ($4,904,865), plus 12/'01 revenue ($401,668) for 12th month.

  SCE:     Scenario with QFs at $80/MWh:  Gross generation revenue for 2/'01 thru 12/'01 ($5,685,772), plus 1/'02 revenue ($495,336) for 12th mo. 

               less RMR ($36,255 for Feb. '01 thru Dec. '02, plus $3,296 for Jan. '02).

  SDG&E: Total delivered sales for 2/'01 thru 12/'01 ($662,458 for capped; $546,470 for uncapped), plus 1/'02 revenues ($63,112 for capped;

                $30,995 for uncapped) for 12th mo.

Column E: Calculated based on total generation rate shown in Column A and bundled service sales shown in column C.

Column F:  Based on Utilities' sales data provided in ABX1 implementation worksheets emailed to parties in A.00-11-038, et.al, on 2-9-01.

  PG&E:  Scenario 1:  (QFs at $80/MWh); Costs for PG&E-owned gen., QFs, Bilaterals, and Ancillary Services for 2/'01 thru 12/'01 ($2,978,267), plus 12/'01 costs ($285,808) for 12th month.

  SCE:     Scenario with QFs at $80/MWh:  Costs for SCE-owned gen., QFs, Bilaterals, and Ancillary Services for 2/'01 thru 12/'01 ($4,424,304), plus 1/'02 costs ($374,598) for 12th mo. 

  SDG&E: Cost for SDG&E-owned gen., QFs, Bilaterals, and Ancillary Services, excluding PECA amoritzation for 2/'01 thru 12/'01  ($403,402 for capped; $168,330 for uncapped)

                plus 1/'02 costs ($28,572 for capped; $10,461 for capped) for 12th mo.

Column G:  Column F less Customer Service and Information, and A&G costs identified in utilities data supporting ABX1 implementation worksheets.

  PG&E:  Column F minus $75,948;                 SCE:  Column F minus $36,521.
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