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PUC Issues proposed Decisions aimed at Restoring ability of Utilities to buy power for customers

The California Public Utilities Commission (PUC) has issued four Proposed/Draft Decisions that, together, represent a significant step toward removing the State from the power-buying business and restoring the utilities’ ability to buy power for their customers.  These Proposed/Draft Decisions further stabilize the electricity industry in California and do not impose any rate increases for utility customers.

These Proposed Decisions are scheduled to be considered by the full Commission at its October 24, 2002, regular business meeting.

Bond Charge Proposed Decision

Shortly, the Department of Water Resources (DWR) is expected to issue between $11 billion and $12 billion in bonds to refinance an interim loan taken out to cover electricity costs, to repay advances from the State’s General Fund, and to create financial reserves for the repayment of these loans.  Under Assembly Bill 1X, the Commission must impose a bond charge on customers to ensure DWR’s repayment of the bonds.  

This Proposed Decision adopts a methodology that applies a per-kilowatt-hour (kWh) charge to repay the bonds. The bond charge is set by dividing the annual revenue requirement, or income needs, for bond-related costs by an estimate of annual electricity consumption.

The Proposed Decision estimates that this methodology would result in a per kWh charge of between 0.64 and 1.07 cents in 2003, depending on the final structure of the bond sale.  As required by Assembly Bill 1X, all customers with usage up to 130 percent of baseline quantities, medical baseline, and California Alternate Rates for Energy (CARE) eligible customers, would be exempt from the bond charge. 

The Proposed Decision finds that it is possible for the customers of Pacific Gas and Electric Company (PG&E) and Southern California Edison (Edison) to pay the bond charge without a rate increase.  The Proposed Decision orders San Diego Gas and Electric Company (SDG&E) to track bond payments while the Commission considers DWR’s Revenue Requirement in a separate phase of this proceeding to conclude by the end of the year.

The February 2002 Rate Agreement between DWR and the PUC does not allow bond charges to be imposed on Direct Access customers until the Commission determines that it is legal to do so through a final and unappealable decision in the Direct Access Cost Responsibility Surcharge (CRS) proceeding.  The Proposed Decision sets up a mechanism to reduce the bond charge on utility customers by applying it to both utility and Direct Access customers, if the Commission ultimately determines this sharing of bond-related costs is legal.
Direct Access Cost Responsibility Surcharge Proposed Decision

This Proposed Decision looks at the question of whether and how Direct Access customers should pay a share of electricity procurement costs during the energy crisis.  DWR and the utilities took many actions to secure power for their customers during the  crisis.  As rates stabilized, many large customers decided to secure their power from alternative providers, many of which had gone out of the business of selling power during the crisis.  DWR and the utilities took actions based on the number of customers they had at the time.  In order to ensure that the customers who left the utilities after the crisis pay their fair share of costs incurred on their behalf, the Commission initiated this proceeding to set a CRS.
This Proposed Decision addresses the issue of Direct Access customers’ CRS and related issues that arise as a result of the suspension of Direct Access on September 20, 2001.  The Proposed Decision establishes mechanisms to implement a CRS applicable to Direct Access customers within the service territories of PG&E, Edison, and SDG&E.  

Under the Proposed Decision, the Direct Access CRS would be composed of the following:
· DWR power charge covering Direct Access customers’ share of procurement costs between September 21, 2001 and December 31, 2002; 

· DWR power charge applicable to prospective costs for calendar year 2003; and 

· Ongoing above-market portion of utility-related generation costs.


The Proposed Decision caps the Direct Access charges at 2.7 cents/kWh.

PUC Commissioner Carl Wood has issued an alternate Proposed Decision that differs from the Proposed Decision in that it does not adopt an overall Direct Access surcharge cap, deferring the matter until the Commission develops a more complete record.
Surcharge Revenues Draft Decision

During California’s energy crisis, the Commission implemented surcharges totaling $0.04/kWh, but restricted application of surcharge revenues to “ongoing procurement costs” and “future power purchases.”  This Draft Decision removes the restriction on the usage of surcharge revenues. 

Procurement Proposed Decision

This Proposed Decision adopts procedures that give the utilities flexibility in purchasing energy to meet their obligation to serve their customers, so that the utilities can make timely procurement decisions that result in the lowest stable prices to customers.

The Proposed Decision contains requirements for utility procurement plans, expedited review procedures for the utilities’ procurement operations, and timely cost-recovery mechanisms that conform to Assembly Bill 57’s proposed statutory requirements.  There are not rate changes as a result of this proposed decision, but a trigger mechanism is put into place.

The Proposed Decision reiterates a commitment to developing California’s renewable generation stock and takes several steps to promote renewables in the near-term.

The Proposed Decision calls for up-front Commission approval of the utilities procurement process and plans to minimize the need for any after-the-fact review of the resulting purchases.

Any Commissioner may issue alternates to these Proposed/Draft Decisions.  Parties have 20 days to submit their comments on the Proposed/Draft Decisions.

To access the Proposed/Draft Decisions, please visit the Commission’s web site at www.cpuc.ca.gov.
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