EXHIBIT A

DEPARTMENT OF WATER RESOURCES

NET SHORT ENERGY REVENUE REQUIREMENT

The following is the Department of Water Resources’ (DWR) Revenue Requirement, quarterly by customer service area.  This replaces the July 23, 2001 Revenue Requirement submitted by DWR.  

This Revenue Requirement differs from the July 23, 2001 Revenue Requirement due to information received during the July 27, 2001 PUC workshop and subsequent comment period. 

As stated in the cover letter to this document, comments received by DWR were included in modeling the revised Revenue Requirement.  The net effect of the changes received in the comment period result in projected DWR sales of 116,084 GWhs compared to 118,920 GWhs in the July 23 filing.  The net short projected for PG&E is 55,417 GWhs from 48,078 GWhs.  The projected net short for SCE is now 42,307 GWhs from 49,083 GWhs.  The projected net short for SDG&E is 18,631 GWhs from 21,769 GWhs.  The total change in sales through December 2002 is a reduction of 2,836 GWhs.

DWR has included an allowance for uncollectables.  The uncollectable allowance is found in column C of Tables A-3 through A-6.  DWR maintains that franchise fees are the responsibility of the IOUs. 

To address questions that arose in the PUC’s comment period about the uniform or “postage stamp” cost allocation method, DWR has included a monthly detail of total (contract + residual net short) energy cost (see Table A‑9).

Table A below summarizes the Revenue Requirement for the customers of each investor-owned utility (IOU) service area.  The Revenue Requirement for each service area include the impact of the expected revenue from off-system sales of electricity. 

Table A-1 provides DWR’s quarterly Revenue Requirement for the period January 17, 2001, when DWR began purchasing the net short energy requirements of the retail electric customers of the three IOUs, through December 31, 2002.  To clarify the source of revenue to be received by DWR, the estimated revenue requirements from retail customers and from off-system sales of DWR contract energy has been separated as shown on the revised Table A-1. Table A-1 indicates that DWR seeks to collect $12.6 billion from electric customers and $477 million from spot power sales for the period extending from January 17, 2001 through December 31, 2002.  The total revenue requested by DWR is the sum of $12.6 billion and $477 million or $13.077 billion.  

Table A-2 provides the individual revenue recovery from each of the PG&E, SCE and SDG&E service areas, respectively, for the same time period.  A portion of the revenue recovery has been received by DWR.  These receipts are shown in Table A-8.  The cost of energy purchases by DWR are allocated to the customers of each of the IOUs on a uniform cost per MWh of net short energy purchased by DWR.  A monthly breakdown of expected power costs is found in Table A-9.  The proceeds of the bonds to be issued by DWR are allocated among the three IOUs’ customers.  The quarterly amounts, in dollars, do not reflect the expected timing of receipts of payments. The actual allocation and timing for recovery of costs is expected to be determined by the Commission in a manner which meets the total Revenue Requirement reflected in Table A-2 for the customers of each of the utilities.
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Table A

DWR Revenue Recovery by Service Area

($000s)


Breakdown of Revenue Requirement Cost Components

The following provides a quarterly breakdown of certain components of the current DWR Revenue Requirement, by service area, generally broken down by each of the six specified categories in Water Code Section 80134, together with certain additional detail.  These six categories, in the order set forth in the statute, are the following:

· Bond related costs, including principal and interest amounts

· Operating expenses, including power purchase, fuel, transmission, scheduling and demand side management, but not including administrative costs

· Reserves

· Pooled Money Investment Rate on funds advanced
· Repayment of the General Fund 

· Administrative costs

Bond related costs, including principal and interest amounts

The total bond issuance is projected to be $12.5 billion--$8.5 billion tax-exempt and $4.0 billion taxable. The average all-in rate on tax-exempt bonds is assumed to be 5.77 percent per annum. The average all-in rate for the taxable bonds is assumed to be 7.77 percent per annum.  The final maturity of the bonds is scheduled to be May 1, 2016.

The long-term bond financing is currently structured to have interest funded or “capitalized” from bond proceeds through mid-October 2002.  Total capitalized interest is projected to be $780.8 million.  Therefore, there are no financing costs from the long-term bonds in DWR’s Revenue Requirement before September 1, 2002.  Beginning on September 1, 2002, DWR will be required to set aside funds to make semiannual debt service payments.  These debt service deposits will be net of interest earnings of five percent per annum on the Electric Power Fund balance and the bond debt service reserve fund.  

No bond principal amortization is scheduled until May 1, 2004.  Deposits for principal payments into the Debt Service Account begin March 1, 2003.  General Fund appropriations and the interim loan are to be repaid from bond proceeds.

Operating expenses, including power purchase costs, fuel costs, transmission, scheduling and demand side management, and including administrative costs:

Certain operating expenses and administrative costs (A&G) are shown in columns B through I in Table A-3 for the three IOU service areas combined, and as allocated for each of the individual service areas in Tables A-4, A-5 and A-6.  Column A in each of these tables provides the associated GWh of sales.  Fuel costs are included in the total energy costs through the use of a generation dispatch model used for estimating the quantity and price of energy.  Gas prices assumed in the analysis are shown in Table A-7. 

Table A-3

DWR Expenditure Summary

($000s)


A
B
C
D
E
F
G
H
I
J
K
L
M

Quarter
Retail Sales (GWhs)
A&G 
Uncollectable Allowance
DSM
Contract Power
Residual Net Short
Ancillary Services
Total Commitments
(Lag) Lead Accrual to Cash
Total Operating Expenditures
Financing Cost
Total Expenditures
Customer Revenue Recovery

Q1, 2001
12,995 
6,250 
--
--
--
3,792,565 
--
3,798,815 
 (1,456,561)
2,342,254 
3,888 
2,346,142 
872,028 

Q2, 2001
18,413 
6,250 
--
114,000 
3,253,659 
1,645,940 
--
5,019,849 
417,794 
5,437,643 
57,100 
5,494,743 
2,094,831 

Q3, 2001
15,029 
6,250 
4,230 
338,400 
1,527,776 
883,722 
152,624 
2,913,003 
635,725 
3,548,727 
113,086 
3,661,813 
1,709,786 

Q4, 2001
14,148 
6,250 
6,548 
--
833,161 
1,046,841 
209,237 
2,102,037 
375,157 
2,477,194 
73,662 
2,550,856 
1,609,605 

Q1, 2002
12,692 
6,406 
6,054 
--
812,169 
601,191 
165,418 
1,591,238 
85,791 
1,677,029 
(30,094)
1,646,935 
1,443,922 

Q2, 2002
12,465 
6,406 
6,044 
102,800 
837,379 
429,725 
153,945 
1,536,299 
 (124,536)
1,411,763 
(37,243)
1,374,519 
1,418,080 

Q3, 2002
15,878 
6,406 
7,025 
308,400 
1,259,913 
635,151 
198,503 
2,415,398 
 (119,491)
2,295,906 
32,049 
2,327,956 
1,806,475 

Q4, 2002
14,465 
6,406 
5,242 
--
1,181,565 
402,345 
177,132 
1,772,690 
113,022 
1,885,712 
157,247 
2,042,958 
1,645,660 

Total 
116,084 
50,625 
35,142 
863,600 
9,705,622 
9,437,481 
1,056,859 
21,149,329 
 (73,100)
21,076,228 
369,694 
21,445,923 
12,600,386 

Table A-4

DWR Expenditure Summary PGE Service Area Allocation

($000s)


A
B
C
D
E
F
G
H
I
J
K
L
M

Quarter
Retail Sales (GWhs)
A&G 
Uncollectable Allowance
DSM
Contract Power
Residual Net Short
Ancillary Services
Total Commitments
(Lag) Lead Accrual to Cash
Total Operating Expenditures
Financing Cost
Total Expenditures
Customer Revenue Recovery

Q1, 2001
8,077 
3,892 
--
--
--
2,357,200 
--
2,361,092 
(904,483)
1,456,609 
2,426 
1,459,035 
542,003 

Q2, 2001
11,601 
3,942 
--
71,286 
2,050,616 
1,041,699 
--
3,167,543 
266,671 
3,434,214 
35,761 
3,469,975 
1,319,835 

Q3, 2001
6,321 
2,638 
1,722 
142,854 
650,631 
375,306 
61,105 
1,234,256 
263,159 
1,497,416 
47,678 
1,545,094 
719,188 

Q4, 2001
6,864 
3,064 
3,190 
--
408,465 
511,500 
102,630 
1,028,850 
171,881 
1,200,731 
33,263 
1,233,994 
780,906 

Q1, 2002
6,078 
3,052 
2,893 
--
386,951 
292,783 
79,193 
764,873 
42,213 
807,086 
 (14,295)
792,790 
691,501 

Q2, 2002
3,980 
2,057 
1,932 
26,370 
267,017 
133,195 
48,962 
479,533 
 (32,942)
446,590 
 (11,885)
434,705 
452,819 

Q3, 2002
5,625 
2,244 
2,427 
108,025 
440,934 
225,152 
69,510 
848,294 
 (34,697)
813,597 
15,964 
829,562 
639,895 

Q4, 2002
6,870 
3,051 
2,490 
--
562,198 
190,173 
84,272 
842,184 
49,938 
892,123 
74,914 
967,037 
781,635 

Total 
55,417 
23,942 
14,654 
348,535 
4,766,813 
5,127,008 
445,672 
10,726,625 
 (178,259)
10,548,366 
183,827 
10,732,192 
5,927,784 

Table A-5

DWR Expenditure Summary SCE Service Area Allocation

($000s)


A
B
C
D
E
F
G
H
I
J
K
L
M

Quarter
Retail Sales (GWhs)
A&G 
Uncollectable Allowance
DSM
Contract Power
Residual Net Short
Ancillary Services
Total Commitments
(Lag) Lead Accrual to Cash
Total Operating Expenditures
Financing Cost
Total Expenditures
Customer Revenue Recovery

Q1, 2001
3,822 
1,834 
--
--
--
1,115,417 
--
1,117,251 
 (429,794)
687,457 
1,133 
688,590 
256,462 

Q2, 2001
4,893 
1,659 
--
31,152 
863,406 
432,193 
--
1,328,410 
110,223 
1,438,633 
15,390 
1,454,023 
556,693 

Q3, 2001
6,264 
2,599 
1,801 
140,727 
631,458 
365,853 
65,756 
1,208,194 
268,183 
1,476,377 
47,054 
1,523,431 
712,687 

Q4, 2001
4,936 
2,148 
2,271 
--
286,258 
361,376 
71,832 
723,884 
142,244 
866,128 
28,450 
894,579 
561,608 

Q1, 2002
4,099 
2,080 
1,959 
--
263,567 
190,960 
53,431 
511,998 
27,003 
539,001 
 (9,800)
529,202 
466,361 

Q2, 2002
5,822 
2,982 
2,822 
53,560 
391,457 
204,173 
72,074 
727,068 
 (64,060)
663,008 
 (17,403)
645,605 
662,416 

Q3, 2002
7,260 
2,950 
3,260 
141,997 
580,407 
290,256 
91,411 
1,110,282 
(60,809)
1,049,472 
10,980 
1,060,452 
825,979 

Q4, 2002
4,939 
2,177 
1,789 

402,224 
138,565 
60,312 
605,066 
43,311 
648,377 
53,415 
701,792 
561,954 

Total 
42,037 
18,428 
13,902 
367,436 
3,418,778 
3,098,794 
414,816 
7,332,154 
36,299 
7,368,453 
129,220 
7,497,673 
4,604,161 

Table A-6

DWR Expenditure Summary SDG&E Service Area Allocation

($000s)


A
B
C
D
E
F
G
H
I
J
K
L
M

Quarter
Retail Sales (GWhs)
A&G 
Uncollectable Allowance
DSM
Contract Power
Residual Net Short
Ancillary Services
Total Commitments
(Lag) Lead Accrual to Cash
Total Operating Expenditures
Financing Cost
Total Expenditures
Customer Revenue Recovery

Q1, 2001
1,096 
524 
--
--
--
319,948 
--
320,472 
 (122,283)
198,189 
329 
198,517 
73,563 

Q2, 2001
1,919 
649 
--
11,562 
339,636 
172,049 
--
523,896 
40,900 
564,796 
5,948 
570,745 
218,302 

Q3, 2001
2,443 
1,012 
707 
54,819 
245,687 
142,563 
25,764 
470,552 
104,383 
574,935 
18,353 
593,289 
277,910 

Q4, 2001
2,348 
1,038 
1,087 
--
138,437 
173,964 
34,775 
349,302 
61,032 
410,335 
11,948 
422,283 
267,090 

Q1, 2002
2,514 
1,274 
1,201 
--
161,651 
117,447 
32,793 
314,367 
16,575 
330,942 
 (5,999)
324,942 
286,060 

Q2, 2002
2,662 
1,367 
1,291 
22,870 
178,904 
92,357 
32,909 
329,698 
 (27,534)
302,164 
 (7,955)
294,209 
302,846 

Q3, 2002
2,994 
1,213 
1,337 
58,377 
238,571 
119,743 
37,582 
456,822 
 (23,985)
432,837 
5,106 
437,943 
340,600 

Q4, 2002
2,655 
1,178 
962 
--
217,143 
73,608 
32,548 
325,439 
19,773 
345,212 
28,918 
374,130 
302,071 

Total 
18,631 
8,255 
6,586 
147,629 
1,520,031 
1,211,679 
196,371 
3,090,550 
68,860 
3,159,409 
56,648 
3,216,057 
2,068,441 

[image: image4.wmf]Quarter

SC Border

Malin 

City Gate

Q3, 2001

7.22

$            

 

3.61

$            

 

5.64

$            

 

Q4, 2001

7.68

$            

 

3.47

$            

 

5.43

$            

 

Q1, 2002

6.86

$            

 

3.49

$            

 

5.46

$            

 

Q2, 2002

6.94

$            

 

3.63

$            

 

5.66

$            

 

Q3, 2002

6.75

$            

 

4.72

$            

 

6.52

$            

 

Q4, 2002

7.15

$            

 

5.94

$            

 

7.15

$            

 

Table A-7

Gas Price $/MBTU
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Power Costs

 



DWR requires each generator who is under contract to DWR to be its own scheduling coordinator at a cost to be included in the total cost of energy purchased by DWR.  The IOUs are responsible for their own scheduling functions as a cost allocated to the respective IOU’s cost of service in their own rates.
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Table A-2

DWR Revenue Recovery by Service Area

($000s)

PG&E

SCE

SDG&E


The estimated kWh of savings due to demand-side management and conservation programs, per month are as shown in Exhibit B and Table Bf-1 included with this filing.  Exhibit B provides a description of the DSM/Conservation programs relied upon to produce these savings, and the estimated costs by month and their derivation are described in Exhibit B.

Reserves

Bond proceeds are used to fund a debt service reserve fund (DSRF). The DSRF represents 50 percent of maximum annual debt service.  The $707.2 million DSRF is funded with cash (rather than surety bonds).  An additional reserve fund, a rolling debt service coverage fund of $495.012 million is also funded with bond proceeds.  The DSRF and rolling coverage reserve funds are in addition to the Electric Power Fund balance noted in Table A-1.
Pooled Money Investment Rate on funds advanced

Table A-1 includes the total monthly financing cost.  These costs include an interest charge per annum on General Fund advances that have been made to pay for net short energy costs.  Interest on General Fund monies advanced to the Electric Power Fund will be charged at the quarterly average pooled money investment rate based on the average loan balance during each quarter.  The average pooled money investment rate for the first quarter of 2001 was 6.175 percent and the average rate for the second quarter was 5.329 percent. 

Administrative Costs
Administrative & General (A&G) expenses for DWR on an annual basis are found in column B of Tables A-3 through A-6.  The A&G breakdown on an annual basis includes (costs shown are based on 2001) the following (see Exhibit C for additional breakout of A&G expenses) 


($000s)

Labor Including Benefits
$11,513

Capital Expenditures
$2,919

Professional Service Fees
$9,905

Other A&G

$1,246

Total
$24,772
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