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CPUC President Issues ruling on PROPOSED 

rate agreement with dwr
California Public Utilities Commission President Loretta Lynch today published for comment an Assigned Commissioner’s Ruling containing the draft rate agreement between the Commission and the California Department of Water Resources (DWR).  Comments must be filed with the Commission by August 1, 2001.  

The draft rate agreement contains the mechanism the Commission will use to set electricity rates that satisfy DWR’s “revenue requirement.”  DWR’s revenue requirements include bond-related costs, operating costs (such as power purchase costs), and administrative costs.   

Emergency legislation (AB 1X) passed earlier this year allows the Commission to enter into a rate agreement to ensure that energy-related bonds sold by the state to support DWR’s power purchases “will be sold at investment grade ratings and repaid on a timely basis.”  Because power contracts require DWR to pay for power before it makes bond payments, and DWR must sell power to obtain revenues, the rate-setting mechanism in the rate agreement also applies to DWR’s power purchases.  If the Commission adopts the rate agreement, it becomes irrevocable.  

It is anticipated that the sale of the bonds will allow the Department to repay the General Fund of the State for monies that have been expended on power purchases. 

The rate agreement contains several provisions, including:  

· The Commission’s firm promise to meet DWR’s need for revenue.  This promise is spelled out in the “Rate Covenant” contained in Article V.  The rate covenant specifies how the Commission will set rates to meet DWR’s revenue requirements. 

· Inclusion of both bond costs and operating costs in the revenue needs covered by the agreement.  The definition of  “Retail Revenue Requirements,” includes costs required to issue and pay off the bonds, costs of DWR’s power purchase program, costs of load reduction programs, and operating costs. 

· A requirement that the Commission must set rates that meet DWR’s requirements in either 30 or 90 days.  The 90-day mechanism applies whenever DWR submits a revenue requirement.  The 30-day mechanism is triggered when DWR anticipates drawing on its reserves, or has in fact drawn on reserves. 

· Provisions allowing both DWR and a Trustee to enforce the rate agreement. The draft rate agreement allows the Department, or the Trustee, if necessary, to take legal action to compel the Commission to meet its obligations.  These provisions are found in Article VI.

· DWR’s agreement to consider altering its programs in the future.  This provision only prevents the rate agreement from becoming, in and of itself, an obstacle to making changes in DWR’s program.  DWR would have the ultimate say over what changes to its programs would be implemented. 

Once comments are filed, an Administrative Law Judge (ALJ) will consider the information submitted and issue a proposed decision.  The proposed decision will evaluate the merits of the rate agreement and contain the ALJ’s recommendation regarding the agreement’s adoption.  Any Commission action will take place only after full public comment on both the rate agreement itself and the proposed decision of the ALJ.  The Commission anticipates that it will consider the ALJ’s proposed decision on August 23rd. The Commission can accept, reject, or adopt a modified version of a proposed decision.    

The ruling and the rate agreement are posted on the Commission Website at www.cpuc.ca.gov.
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