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RESOLUTION

Resolution E-4362.  Pacific Gas and Electric Company (“PG&E”) request for approval of its hedging plan revisions. 

Proposed Outcome: PG&E proposes to revise its Electricity and Gas Hedging Plan (“Hedging Plan”) to increase the maximum allowable Liquidity Limit, a component of PG&E’s Liquidity Management Strategy, and to make other associated revisions discussed in the confidential section of this resolution. 

PG&E’s proposal is approved without modification.

Estimated Cost: Up to $2.5 million, as discussed in the confidential section of this resolution.
By Advice Letter 3699-E filed on July 2, 2010. 

__________________________________________________________

Summary

This Resolution approves PG&E’s proposed changes to its confidential Hedging Plan (Appendix B of PG&E’s publicly-available Conformed 2006 Long-Term Procurement Plan [“LTPP”]).  PG&E’s proposal regards guidelines for responding to changes in the company’s liquidity position, including increasing the Liquidity Limit, a component of PG&E’s Liquidity Management Strategy.

Background

PG&E’s Advice Letter (“AL”) 3699-E proposes changes to PG&E’s Hedging Plan (Appendix B of its Conformed 2006 LTPP).  Decision (D.) 07-12-052 ordered that all updates to the utilities’ LTPPs filed between the biennial procurement plan filings be filed via advice letter and include both red-lined and “clean” versions of the proposed changes.  AL 3699-E complies with this requirement.  

PG&E met with Energy Division prior to filing the advice letter to explain the content and the motivations for the changes.  PG&E also explained the proposed revisions to the PG&E Procurement Review Group (“PRG”). 

In AL 3699-E PG&E proposes changes in existing guidelines in its Hedging Plan for responding to changes in the company’s liquidity position, including increasing the maximum allowable Liquidity Limit, a component of PG&E’s Liquidity Management Strategy, and certain other associated changes which are discussed in the confidential section of this resolution.

Because of the confidential nature of PG&E’s filing, the public portion of this resolution describes only in broad strokes the nature of PG&E’s request.  A confidential appendix attached to this resolution describes PG&E’s proposed changes to its Hedging Plan in greater detail.
In addition, PG&E seeks to have the contents of the Hedging Plan and the summary of proposed changes remain confidential for three years following expiration of the last trade executed under this plan.

Notice 

Notice of AL 3699-E was made by publication in the Commission’s Daily Calendar.  PG&E states that a copy of the Advice Letter was mailed and distributed in accordance with Section IV of General Order 96-B to parties shown on a list attached to the advice letters and to the parties on the service list for the Commission’s Order Instituting Rulemaking to Integrate and Refine Procurement Policies and Consider Long-Term Procurement Plans (Rulemaking 10-05-006).

Protests

AL 3699-E was not protested.  

Discussion

The Commission has reviewed and will approve AL 3699-E without modification.  These changes have been thoroughly vetted in meetings both with the Energy Division and with PG&E’s PRG.  Participants in the PRG meetings include Energy Division, the Division of Ratepayer Advocates (“DRA”), The Utility Reform Network (“TURN”), and the California Department of Water Resources (“CDWR”).  Although these changes to the Hedging Plan are confidential, they have been subjected to review and scrutiny not only by Energy Division but also by the other parties mentioned above.

We believe that the changes PG&E proposes are reasonable.  These changes should help PG&E maintain its ability to operate within its Hedging Plan and to adapt its Hedging Plan to changing market conditions.

No party has protested the advice letter, and Energy Division staff recommends approval.

We also approve PG&E’s request to have the contents of the Hedging Plan and the summary of the proposed changes to the Hedging Plan remain confidential for three years following expiration of the last trade executed under the Hedging Plan.  This request is similar to PG&E’s request in AL 3492-E (approved by Resolution E-4276 on October 29, 2009), the previous AL concerning the Hedging Plan’s Liquidity Limit.  Because the Hedging Plan encompasses transactions that extend over multiple years, including transactions with expirations more than three years from the effective date of the plan, releasing the plan after three years from its effective date could reveal to market participants sensitive information about PG&E’s transactions and positions as they exist three years hence.  

Comments

This is an uncontested matter in which the resolution grants the relief requested.  Accordingly, pursuant to PU Code 311(g)(2), the otherwise applicable 30-day period for public review and comment is being waived.

Findings

1. Decision (D.) 07-12-052 ordered that all changes to the utilities’ Conformed 2006 LTPPs be filed via advice letter.  

2. PG&E filed AL 3699-E on July 2, 2010.  

3. In AL 3699-E, PG&E is requesting changes to its confidential Hedging Plan to increase the maximum allowable Liquidity Limit, a component of PG&E’s Liquidity Management Strategy, among other changes.

4. No protests to AL-3699-E were filed.

5. Although the proposed changes detailed in AL 3699-E are confidential, they have been reviewed by PG&E’s Procurement Review Group and the Energy Division.

6. The contents of the Hedging Plan and the summary of the changes proposed in AL 3699-E should remain confidential for three years following expiration of the last trade executed under the Hedging Plan.

Therefore it is ordered that:

1. The request of PG&E in AL 3699-E  to change the confidential Hedging Plan associated with its Conformed 2006 LTPP is approved without modification.  

This Resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on September 23, 2010; the following Commissioners voting favorably thereon:
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