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PUC Issues Proposed Rate Agreement to facilitate issuance of bonds to pay back general fund
The California Public Utilities Commission (PUC) today issued a proposed Rate Agreement with the California Department of Water Resources (DWR), in order for DWR to issue bonds to pay back the state’s General Fund.   The PUC also issued an Administrative Law Judge ruling establishing a schedule for the consideration of the proposed Agreement.

The PUC, the Governor’s Office and the Treasurer’s Office are working together on the details and amounts of the bond issue to insure the prompt repayment of the General Fund and minimize the cost to the ratepayers.   Those details will be provided to the PUC in a summary of financial terms before the Commission can act on the proposed Rate Agreement.  

The proposed Rate Agreement outlines how ratepayer revenues will support bonds sold to repay the General Fund and outstanding loans.  In this Rate Agreement, operating costs and bond costs are paid with two separate revenue streams to ensure bondholder repayment and to comply with state law, AB1X, with regard to the submittal of DWR operating costs.  Because this agreement anticipates a general surcharge to be set to repay the bonds, under this structure, DWR is not locked into selling power for the life of the bonds.

The proposed Agreement provides for two charges: 1) Bond Charges, which will be available to pay off the bonds, and can be pledged as security to bondholders because the obligation to set this charge is irrevocable; and 2) Department Charges, which will pay for DWR’s operating expenses, including payment of the long-term contracts.  In the proposed Agreement, the Commission agrees to set those Bond and Department Charges quickly in response to DWR’s submittal of its revenue requirement.  Only in a rare circumstance can bond money be used to pay for specified DWR operating costs, like the long-term contract expenses.

Under the proposed Rate Agreement, DWR is required to submit its Revenue Requirement to the Commission at least annually and the Commission will revise Bond Charges and Power Charges, as necessary, to provide sufficient revenues to pay for DWR costs and bond-related costs as they come due.

The proposed Rate Agreement requires DWR to use its best efforts to renegotiate its long-term power contracts, with no affect on the bonds, and does not limit the ability of the PUC to engage in litigation regarding the contracts.  

Today’s ruling establishes a schedule for the Commission’s consideration of the proposed Rate Agreement.  Comments are due on the proposed Rate Agreement by February 5, 2002.  A Proposed Decision will be issued and comments on the Proposed Decision will be accepted.  A Final Decision is anticipated to be acted upon on February 21, 2002.
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