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PRELIMINARY STATEMENT

A. [bookmark: Body]PURPOSE[bookmark: Symbols][bookmark: Symbols]


	The California Procurement Adjustment (CPA) will determine the dollar amount to be provided to the California Department of Water Resources (CDWR) out of the net revenues received from SDG&E’s retail rates. The CPA procedure was developed pursuant to California Public Utilities Code Section 360.5 created by Assembly Bill No. 1 (AB1), which was signed by Governor Davis on February 1, 2001.  The CPA was approved by the California Public Utilities Commission (Commission) Decision xxx-xx-xx, dated March 27, 2001. 

B. APPLICABILITY

The CPA procedure applies to SDG&E’s Commission bundled jurisdictional customers, as defined herein.

C.	EFFECTIVE DATE

	The CPA is effective on March 27, 2001 (the expected date for the Commission’s Decision of adopting the interim CPA), and will remain in effect until such time as the legislature or Commission shall determine. 

D.       CPA CALCULATIONS 

The CPA calculations below are under the assumption that the CDWR purchases all of SDG&E’s net short position, such as: imbalance energy and associated imbalance penalties, etc.

	1.	Generation-Related Component of Retail Rates: The rates consist of the capped rate for customers covered by AB265, and the non-capped Schedule PX or successor rate for customers not covered by AB265.  Upon expiration of AB265, the generation rate will be Schedule PX or successor rate for all bundled customers.

2. Generation-Related Revenues: The monthly billed revenues resulting from the sales delivered to SDG&E bundled retail capped and non-capped customers multiplied by the applicable generation-related component of the retail rates.  The revenues will then be reduced by the generation-related portion of Franchise Fees and Uncollectibles (FF&U).

3. On a monthly basis, the following components, recorded as accrued costs for the month, will be deducted from SDG&E’s recorded generation-related revenues to determine the amount of the CPA:

a. SDG&E’s Own Generation Costs: Calculated based on SDG&E’s 20% share of SONGS Incremental Cost Incentive Pricing (ICIP) revenues pursuant to Commission Decisions 96-04-059 and 97-11-076.  

b. QF Contract Costs: Include QF energy and capacity payments; QF buyout payments; and generation-related QF administration costs.

c. Existing Bilateral Contracts and Interutility Contracts: The energy, capacity, transmission, and generation-related administration expenses.



D.       CPA CALCULATIONS (Continued) 


	d.	Ancillary Service and ISO Related Costs: The costs for SDG&E total bundled service load (including line losses), and ISO related charges not otherwise procured by the CDWR as part of meeting SDG&E’s net short position.  The costs include, but are not limited to: instructed and uninstructed energy; spinning and non-spinning reserves; replacement reserve; regulation up and down; rational buyer adjustment; RMR preemption of ancillary services; day ahead and hour ahead zonal congestion; transmission access and wheeling charges; grid management charges; neutrality adjustments; black start capacity; long-term voltage support; supplemental reactive energy; black start energy; rounding adjustment; unaccounted for energy; and no pay provision.


e.	Purchased Electric Commodity Account (PECA) Undercollection: The monthly balance recorded in the PECA, which includes all recorded costs associated with energy procurement on behalf of bundled service customers, will be amortized over 12 months.  The amortized amount will be deducted from the recorded generation-related revenues if the PECA balance is undercollected; and will be additive to the recorded generation-related revenues if the PECA balance is overcollected to determine the CPA amount.


E.	DISPOSITION

If the CPA is a positive dollar amount, SDG&E will transmit the amount to the CDWR for depositing in the CDWR’s Electric Power Fund.  If the CPA is a negative dollar amount (i.e., recorded generation-related revenues are insufficient to recover item D3 above), the amount will be carried over to subsequent months with accrued interest until it is fully recovered.  

The interest rate shall be 1/12 of the most recent month’s interest rate on 3-month Commercial Paper published in the Federal Reserve Statistical Release, G.13, or its successor publication. 
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