October 18, 2001

Comparison of Key Aspects of PG&E Reorganization Plan and SCE-CPUC Agreement, Office of Ratepayer Advocates.


	
	Edison/PUC Settlement
	PG&E Reorganization Plan
	ORA Recommendation for PG&E Reorganization 

	Overall Rate Levels
	Frozen at current levels until debt is repaid; estimated through 2003, and perhaps until 2005.
	Alleged to be at current levels, but undocumented.
	Freeze at current levels until under-collection is recovered.

	Generation
	
	
	

	Utility Owned Generation
	Priced at cost of service.
	A rumored 5 cents/kwh for the proposed 12- year contract would be a 50% markup over cost of service for retained generation.

This amounts to an excess of $5 billion in costs over the contract term.  
	Maintain at cost of service.

	Procurement
	Utility will resume subject to CPUC oversight.
	Multiple conditions placed on utility resumption.
	Subject to CPUC oversight.

	Overall portfolio
	Procurement through a mix of cost of service and long-term obligations.
	Procurement loaded with long-term higher priced obligations, like DWR contracts, QF contracts and Bi-lateral contracts.  
	Create balanced mix of short and long-term generation resources, as well as financial hedges to reduce price volatility.

	Nuclear decommissioning
	Subject to state oversight.
	Unclear how integrity will be maintained, as well as return of potential over-funded amounts.
	Review current funding level, which appears more than adequate, with an eye toward reduction.  

	Distribution
	
	
	

	Average distribution rate


	2.5 c/kwh
 
	2.7c/kwh

	Require PG&E to proceed with next general rate in order to determine current level of cost-based revenue requirement. 

Conduct rigorous management audit to assure safe and reliable service while providing best-in-class cost discipline.

	Distribution rate increase
	Provides for increase in rates for capital additions.
	PG&E has prepared filing, but has not disclosed whether and how much of a rate increase it will seek.
	Subject to CPUC oversight.

	Filed Rate Doctrine Lawsuit
	
	
	

	Current Status
	Resolved
	Continues indefinitely
	Withdrawn

	Stability and Regulatory Climate
	
	
	

	State regulatory authority
	Substantially preserved
	Substantially violated
	Act to assure continued state control, either through regulatory oversight or other means.


	
	Edison/PUC Settlement
	PG&E Reorganization Plan
	ORA Recommendation for PG&E Reorganization 

	Regulatory climate
	Potentially strained but workable. 
	Likely to be hostile in long-term if PG&E prevails in neutering state authority.
	Develop clear state policy goals and expectations of utility management, and assure that utility management is committed to  those goals.

	Economic development
	Restore stability.
	Likely to be hindered as a consequence of higher rates.
	Restore long-term resource planning capability that provides for an economic comparison of new generation, other resources, energy efficiency, and customer-side generation.

	Certainty
	While various terms require implementation, settlement provides an overall framework for moving forward from today.
	Unprecedented reorganization plan raises significant legal questions.  Transfer of most regulatory jurisdiction to FERC, but no details about how this will be accomplished.
	Maintain CPUC regulatory authority.

	Utility Responsibility
	
	
	

	Utility contribution of profits toward past costs
	Foregoes portion of profits used for dividends.
	None
	Carefully examine current and future resources of both the regulated utility and the holding company to determine the financial contribution that is commensurate with PG&E’s ability to pay while simultaneously restoring financial stability.

	FERC refunds
	At least 90% to ratepayers, and likely 100%.
	95% to new affiliate.
	FERC refunds resolved as part of a reduction of payment for generator claims.


	
	Edison/PUC Settlement
	PG&E Reorganization Plan
	ORA Recommendation for PG&E Reorganization 

	Financial contribution
	At least $1.5 billion. 
	Appropriation of regulatory value of assets to shareholders in rates above cost and at market prices.
	Commensurate with current and future resources.

	Payment to creditors
	100% by 2003. 
	May be paid 100% in long-term, with up to 40% in notes, which will be contingent on long-run performance of company management.
	Develop financial package that provides greater certainty to creditors than PG&E plan while providing for resolution of generator claims at less than 100%.

	Utility Capital Structure and Financial Health
	
	
	

	Common Equity
	48%  (percentage authorized by the CPUC)
	29% (Note: This reflects the cumulative equity for Generation, Electric transmission, Gas transmission, and the Distribution utility.) 
	48%  (percentage authorized by the CPUC)

	Preferred Equity
	5% (percentage authorized by the CPUC)
	 NA
	5.8% (percentage authorized by the CPUC)

	Long-term debt
	47%  (percentage authorized by the CPUC)
	71% (Note: This reflects the cumulative equity for Generation, Electric transmission, Gas transmission, and the Distribution utility.) 
	46.2% (percentage authorized by the CPUC)


� SCE Advice Letter 1537-E  PBR Report for 2000


� Source: PG&E GRC Decision  (1999 base year) D.00-02-046 at pg. B1, PG&E 1999 Annual Report to CPUC, Volume 1 at pg. 304
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