QUESTIONS AND ANSWERS FROM THE PUC’s APRIL 12, 2001 RATE DESIGN WORKSHOP ON THE GOVERNOR’S PROPOSAL
	
1. What is the rate increase intended to pay for?

The rate increase is intended to pay for the utilities’ past under-recovery and future procurement of wholesale electricity.  It is not intended to pay for increases in transmission or distribution costs.

The Governor’s proposal is not intended to be a complete rate design, but an illustration of the principles under which rate changes could be structured.  
2.  How is the rate increase allocated among customer classes?

For each utility, a total revenue requirement was determined based on past under-recovery and expected future wholesale power purchase requirements.  This increase would be allocated to the generation component of the rate, using the rationale that the rate increase is intended to pay only for generation costs.  The revenue requirements amount to increases in the generation components of current rates of 44%, 32% and 44% for PG&E, SCE and SDG&E, respectively. 

For each utility, residential, and commercial and industrial classes would each receive the same percentage increase in the generation component.  Both residential and commercial/industrial flat rate and time-of-use rates would receive the same percentage increase in their generation components.  Agricultural rate classes were handled separately from the other rate classes.

Because the rate increase is on the generation component only, and because, in general, the generation component varies by customer size, the percentage increase in the total rate will vary with customer size.

3. How does the Governor’s proposal compare with the PUC’s proposal of an average three-cent increase?

The Governor’s proposal calls for a slightly smaller increase than the PUC’s proposal – estimated to be an average of about 2.8 cents for PG&E, 2.3 cents for SCE, and 2.9 cents for SDG&E.
4. What is the timing of the rate increase?

Similar to the PUC proposal, the rate increase would be retroactive to April 1.  
5. What is the revenue generated by the rate increase?

Under this analysis, the revenue generated by the rate increase for the last 9 months of 2001 is estimated to be $1.5 billion for SCE and $350 million for SDG&E.  
6. What is the basis upon which the rate increases for the residential class were determined?

The rate increases reflect a tiered rate pricing structure, in which the heaviest consumers receive the greatest increases.  This concept was introduced to encourage conservation and to meet the revenue requirement in the most economically efficient and least painful way for all consumers. The rate increase would be borne by the heaviest users; consumers using less than 130% of baseline would see no increase in their bills.  The heavier residential users alone, and not the commercial/industrial customers, cover the total residential revenue requirement.  

The tiering was determined by considering a number of factors including conservation impact, equity among customer groups, number of customers affected, and impact on total bills.  In addition, for all consumers, including the heaviest users, the 20/20 program was designed to mitigate the effect for those who make an effort to conserve.
7. What is the proposed average increase for the residential class as a whole?

The proposed average increase for the residential class as a whole (including 
those less than 130% of baseline who will not receive a rate increase) is about 20%.
8. Does the Governor’s proposal include the January 2001 one-cent rate increase?  How does the proposal handle the residential and small commercial 10% discount that is scheduled to be repealed in 2002?

The Governor’s rate increases are all based on current rates, including the January 2001 one-cent rate increase, as published in the utility’s rate sheets.  The current rates also include the residential and small commercial 10% discount.  The Governor’s proposal would replace the repeal of the 10% discount, so that there would be no additional rate increase in 2002 for customers who currently receive the discount.
9. What were the data sources used?
The Governor’s rate proposal is based on data provided by the utilities, either directly or through the PUC.  Demand estimates are based on either 2000 historical data or the utilities’ 2001 forecasts.  When 2000 historical data was provided, underlying growth of 2% was assumed to estimate 2001 demand.  The 2001 forecasts were adjusted to account for current levels of conservation, estimated to be 4% in the commercial and industrial sectors and 5% in the residential sector.

10. Which hours are subject to the Governor’s time-of-use rate increases?

The Governor’s time-of-use rate increases use the current utility definitions of on-, mid- and off-peak hours for both summer and winter.  The on- and mid-peak rate increases apply to both the summer and winter seasons.  The time-of-use rate increases reflect the average annual rate increases to on-, mid- and off-peak consumption.  
11. How will Direct Access customers and those with distributed generation be affected by the Governor’s proposal?  Will customers who plan to switch to DA or DG be responsible for paying part of the past under-recovery?

The current analysis does not address these customers; a policy decision should be considered.  
12. Does the Governor’s proposal envision any tiering for non-TOU commercial and industrial customers?

The Governor’s proposal assumes current rate structures remain in place, and therefore does not address tiered rate pricing for commercial and industrial customers, though that may be considered at some future point.  
13. How will CARE customers be affected by the Governor’s proposal?

The current analysis did not exclude CARE customers in the determination of the overall residential rate increase.  Including the CARE customers in the rate analysis does not indicate a policy decision, however.  
a. Where do the funds for the 20/20 rebate program come from?

The 20/20 rebate program will be funded through the CDWR.
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