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State of California
The Resources Agency

M e m o r a n d u m


Date:

August 7, 2001

To:
The Honorable Geoffrey Brown, Commissioner

California Public Utilities Commission

From:

Thomas M. Hannigan 



Department of Water Resources

Subject:

Revised Revenue Requirement and Power Purchase Costs Pursuant to Water Code Section 80110 and Public Utilities Code Section 451

This letter is submitted by the California Department of Water Resources (DWR) and updates DWR’s July 23, 2001 Revenue Requirement submitted to the California Public Utilities Commission (PUC).  

Background

On July 23, 2001, DWR submitted its Revenue Requirement to the PUC in accordance with Division 27 of the California Water Code.  On July 24, 2001, the PUC issued a Ruling requesting clarifying comments, and DWR provided additional information to the PUC on July 26, 2001. DWR also participated in the PUC’s July 27 technical workshop to clarify the derivation of DWR’s Revenue Requirement.  

During the comment period after the technical workshop, DWR received written questions and comments from the investor-owned utilities (IOUs) and other parties who participated in the PUC’s workshops.  DWR addressed these questions and concerns in an August 1, 2001 letter to Paul Clanon of the PUC’s Energy Division.  

Adjustments to the Revenue Requirement Based on Comments Received

On August 3, DWR received copies of additional comments from several parties.  DWR’s Response to August 3 Party Comments is being forwarded to the PUC as a separate filing.  In the course of reviewing comments received during the comment period, DWR has become aware of additional data that warrants some adjustments to the Revenue Requirement.  Based on information and comments received to date, the following adjustments are incorporated in the modified projection, included as Exhibit A: 

· Minor modifications to load assumptions;

· Modifications to quantities of bilateral contracts held by Pacific Gas & Electric Company (PG&E) and San Diego Gas and Electric Company (SDG&E) that will impact the amount of net short expected to be purchased by  DWR (decrease net short for customers in the SDG&E service area and increase net short for customers in the PG&E service area);

· Modifications to the level of Qualifying Facility (QF) contract output for SDG&E;

· Modification of total estimated costs of QF output for Southern California Edison Company (SCE), which in turn will affect the allowance for costs of ancillary services (since ancillary services are estimated as a percentage of net short purchases and the costs of utility retained generation);

· Improved data on historical net short cost reconciliations; and

· Cash receipt reconciliations.

The cumulative result of these modifications has been to lower the share of the net short energy requirements for SDG&E customers and to an extent for SCE customers, and increase the net short energy requirements for the PG&E customers.  With these net short energy cost projection changes, the Revenue Requirement for the customers of all three IOUs can be allocated on a uniform cost per kWh basis, and the proceeds of bonds can be allocated in proportion to the net short volumes for the customers of each IOU.  This uniform allocation of costs and pro-rata allocation of bond proceeds results in revenue requirements for the customers of all three IOUs that can be accommodated within the three cents per kWh rate increase granted by the PUC for SCE and PG&E and the 2.99 cents per kWh increase for SDG&E presently pending before the Commission.

Exhibits

The following items are included as Exhibits to this filing:

· Exhibit A, the updated DWR Revenue Requirement which revises the July 23, 2001 Revenue Requirement submission.  This exhibit provides the total DWR Revenue Requirement, as well as a proposed allocation of that revenue requirement, by utility as described in more detail in Exhibit A of the July 23 filing;

· Exhibit B, DWR’s conservation and load management revenue requirement summary; and

· Exhibit C, a description and breakdown of the DWR Revenue Requirement in accordance with the fourteen cost categories specified in the proposed Rate Agreement between the Department and the Commission, which will be filed with the Commission under separate cover;. 
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