EXHIBIT A

DEPARTMENT OF WATER RESOURCES

NET SHORT ENERGY REVENUE REQUIREMENT

The following is the Department’s revenue requirement, quarterly by customer service area, which replaces the May 2, 2001 revenue requirement submitted by the Department.  

This revenue requirement is different from the May 2, 2001 revenue requirement due to the extension of the revenue requirement planning period from an end of June 30, 2002 to December 31, 2002, and for the other reasons noted in the cover letter to this filing.

Table A below summarizes the revenue requirement for each IOU service area.
Table A-1 provides the Department’s quarterly Revenue Requirement for the period January 17, 2001, when the Department began purchasing the net short energy requirements of the retail electric customers of the three investor-owned utilities, through December 31, 2002.  Table A-1 (column L) indicates that the Department seeks to collect $13.072 billion from electric customers over sales of 118,930 GWh (first column), for the period extending from January 17, 2001 through December 31, 2002.  

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. The cost of energy purchases by the Department are allocated to the customers of each of the investor owned utilities (IOUs) on a uniform cost per MWh of net short energy purchased by the Department. The proceeds of the bonds to be issued by the Department are allocated among the three IOUs’ customers.  The bond proceeds are applied in a manner to supplement revenue from the customers to the Department such that the net revenue requirement falls within the retail rate adjustments adopted by the Public Utilities Commission for PG&E and SCE, and assumes a comparable rate adjustment for SDG&E.

[image: image1.wmf]Quarter

Retail Sales 

(GWhs)

Customer 

Revenue 

Recovery

Retail Sales 

(GWhs)

Customer 

Revenue 

Recovery

Retail Sales 

(GWhs)

Customer 

Revenue 

Recovery

Q1, 2001

5,173

105,118

4,829

97,826

1,814

36,661

Q2, 2001

8,723

382,142

7,754

339,550

2,867

125,573

Q3, 2001

5,244

612,808

7,424

844,550

2,846

323,692

Q4, 2001

6,546

1,031,244

5,353

889,777

2,576

341,389

Q1, 2002

6,036

924,185

4,483

785,710

2,720

327,899

Q2, 2002

3,946

583,401

6,190

1,001,120

2,867

329,530

Q3, 2002

5,573

695,644

7,687

1,074,418

3,216

317,196

Q4, 2002

6,837

863,144

5,362

770,324

2,862

269,027

Total 

48,078

5,197,686

49,083

5,803,276

21,769

2,070,966

Table A-2

DWR Revenue Recovery by Service Area

($000s)

PG&E

SCE

SDG&E
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Table A-7

Gas Price $/MBTU
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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 6 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 the Department’s Revenue Requirement before September 1, 2002.  Beginning on September 1, 2002, the Department will be required to set aside funds to make semiannual debt service payments.  These debt service deposits will be net of interest earnings of 5 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 such table 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 as shown in Table A-7. 
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Q1, 2001

11,816

          

 

3,888

               

 

2,346,142

            

 

239,605

              

 

(2,106,537)

         

 

-

                        

 

(2,106,537)

    

 

Q2, 2001

19,343

          

 

55,923

             

 

5,497,103

            

 

847,266

              

 

(4,649,837)

         

 

-

                        

 

(6,756,374)

    

 

Q3, 2001

15,515

          

 

110,818

           

 

3,613,970

            

 

1,781,049

           

 

(1,832,920)

         

 

-

                        

 

(8,589,294)

    

 

Q4, 2001

14,475

          

 

67,890

             

 

2,567,669

            

 

2,262,410

           

 

(305,260)

           

 

10,380,285

            

 

1,485,731

     

 

Q1, 2002

13,239

          

 

(34,324)

           

 

1,692,732

            

 

2,037,794

           

 

345,062

             

 

-

                        

 

1,830,793

     

 

Q2, 2002

13,004

          

 

(40,469)

           

 

1,406,382

            

 

1,914,051

           

 

507,669

             

 

-

                        

 

2,338,462

     

 

Q3, 2002

16,476

          

 

29,764

             

 

2,393,408

            

 

2,087,258

           

 

(306,149)

           

 

-

                        

 

2,032,313

     

 

Q4, 2002

15,062

          

 

155,860

           

 

2,085,562

            

 

1,902,495

           

 

(183,067)

           

 

-

                        

 

1,849,246

     

 

Total 

118,930

         

 

349,349

           

 

21,602,967

          

 

13,071,928

         

 

(8,531,039)

         

 

10,380,285

            

 

Table A-1

DWR Revenue Requirement

($000s)
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Q1, 2001

11,816

                  

 

6,250

            

 

-

                  

 

-

                   

 

3,798,465

              

 

-

                   

 

3,804,715

              

 

(1,462,461)

         

 

2,342,254

               

 

Q2, 2001

19,343

                  

 

6,250

            

 

114,000

           

 

3,264,749

         

 

1,629,887

              

 

-

                   

 

5,014,886

              

 

426,293

             

 

5,441,179

               

 

Q3, 2001

15,515

                  

 

6,250

            

 

338,400

           

 

1,430,772

         

 

867,546

                 

 

221,130

           

 

2,864,098

              

 

639,054

             

 

3,503,152

               

 

Q4, 2001

14,475

                  

 

6,250

            

 

-

                  

 

832,028

            

 

1,078,430

              

 

200,740

           

 

2,117,447

              

 

382,332

             

 

2,499,779

               

 

Q1, 2002

13,239

                  

 

6,406

            

 

-

                  

 

813,521

            

 

659,086

                 

 

158,920

           

 

1,637,933

              

 

89,123

               

 

1,727,056

               

 

Q2, 2002

13,004

                  

 

6,406

            

 

102,800

           

 

838,932

            

 

471,940

                 

 

146,339

           

 

1,566,417

              

 

(119,566)

            

 

1,446,852

               

 

Q3, 2002

16,476

                  

 

6,406

            

 

308,400

           

 

1,260,702

         

 

709,893

                 

 

191,915

           

 

2,477,316

              

 

(113,673)

            

 

2,363,644

               

 

Q4, 2002

15,062

                  

 

6,406

            

 

-

                  

 

1,182,784

         

 

450,813

                 

 

169,325

           

 

1,809,329

              

 

120,373

             

 

1,929,702

               

 

Total 

118,930

                

 

50,625

          

 

863,600

           

 

9,623,488

         

 

9,666,060

              

 

1,088,368

        

 

21,292,142

            

 

(38,524)

              

 

21,253,618

              

 

Table A-3

DWR Expenditure Summary

($000s)
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PG&E

Energy (GWh)

215

215

215

215

215

215

215

215

Demand (MW)

546

546

546

546

546

546

546

546

Cost ($X10^6)

39.7

39.7

39.7

39.7

39.7

39.7

39.7

39.7

SCE

Energy (GWh)

217

217

217

217

217

217

217

217

Demand (MW)

463

463

463

463

463

463

463

463

Cost ($X10^6)

40.1

40.1

40.1

40.1

40.1

40.1

40.1

40.1

SDG&E

Energy (GWh)

42

42

42

42

42

42

42

42

Demand (MW)

82

82

82

82

82

82

82

82

Cost ($X10^6)

7.8

7.8

7.8

7.8

7.8

7.8

7.8

7.8

20/20 Totals

Energy (GWh)

474

474

474

474

474

474

474

474

Demand (MW)

1091

1091

1091

1091

1091

1091

1091

1091

Cost ($X10^6)

87.5

87.5

87.5

87.5

87.5

87.5

87.5

87.5

Load Management Assumptions (Prosym)

PG&E (assumed to be in PG&E's rates)

Energy (GWh)

18

18

18

18

18

18

18

18

Demand (MW)

731

731

731

731

731

731

731

731

SCE (assumed to be in SCE's rates)

Energy (GWh)

24

24

24

24

24

24

24

24

Demand (MW)

996

996

996

996

996

996

996

996

SDG&E (assumed to be in SDG&E rates)

Energy (GWh)

2

2

2

2

2

2

2

2

Demand (MW)

89

89

89

89

89

89

89

89

ISO/DWR (included in DWR's revenue requirements)

DRP Energy (GWh)

12.0

12.0

12.0

12.0

12.0

12.0

12.0

12.0

DRP Demand (MW)

500

500

500

500

500

500

500

500

DRP Credits ($X10^6)

20.0

20.0

20.0

20.0

10.0

10.0

10.0

10.0

DB Energy (GWh)

12.0

12.0

12.0

12.0

12.0

12.0

12.0

12.0

DB Demand (MW)

500

500

500

500

500

500

500

500

DB Credits ($X10^6)

4.2

4.2

4.2

4.2

4.2

4.2

4.2

4.2

Admin ($X10^6)

2.3

1.1

1.1

1.1

2.3

1.1

1.1

1.1

Subtotal ($X10^6)

26.5

25.3

25.3

25.3

16.5

15.3

15.3

15.3

Load Management Totals

Energy (GWh)

68

68

68

68

68

68

68

68

Demand (MW)

2816

2816

2816

2816

2816

2816

2816

2816

Cost ($X10^6)

26.5

25.3

25.3

25.3

16.5

15.3

15.3

15.3

DWR 20/20 and Load Management Totals

Energy (GWh)

498

498

498

498

498

498

498

498

Demand (MW)

2091

2091

2091

2091

2091

2091

2091

2091

Costs ($X10^6)

114.0

112.8

112.8

112.8

102.8

102.8

102.8

102.8

20/20 Assumptions

$350 million program cost  allocated equally to the 4 summer months 

Load Management Assumptions

ISO DRP program is based on $20,000/MW-Month, $500/MWh, 40 hours/month for 2001. 

In 2002, the DRP costs are $500/MWh, 40 hours per month

Demand bidding (DB) cost assumes $350/MWh and 24 hours per month in summer 

Load management admin costs are based on 20/20 admin costs

REVENUE REQUIREMENTS COMPONENT

Monthly Costs and Impacts for 20/20 and Load Management Programs

EXHIBIT B-1

DEPARTMENT OF WATER RESOURCES CONSERVATION & LOAD MANAGEMENT PROGRAM
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Q1, 2001

5,173

                    

 

2,732

            

 

-

                  

 

-

                   

 

1,662,267

              

 

-

                   

 

1,664,999

              

 

(638,532)

            

 

1,026,467

               

 

Q2, 2001

8,723

                    

 

2,817

            

 

51,598

             

 

1,473,390

         

 

731,962

                 

 

-

                   

 

2,259,768

              

 

191,252

             

 

2,451,020

               

 

Q3, 2001

5,244

                    

 

2,088

            

 

113,036

           

 

474,589

            

 

293,376

                 

 

73,831

             

 

956,920

                 

 

221,918

             

 

1,178,837

               

 

Q4, 2001

6,546

                    

 

2,856

            

 

-

                  

 

380,106

            

 

491,021

                 

 

91,758

             

 

965,740

                 

 

163,435

             

 

1,129,175

               

 

Q1, 2002

6,036

                    

 

2,905

            

 

-

                  

 

368,824

            

 

305,716

                 

 

72,471

             

 

749,915

                 

 

41,617

               

 

791,532

                  

 

Q2, 2002

3,946

                    

 

1,955

            

 

25,091

             

 

254,279

            

 

138,889

                 

 

44,193

             

 

464,407

                 

 

(29,642)

              

 

434,765

                  

 

Q3, 2002

5,573

                    

 

2,143

            

 

103,163

           

 

421,359

            

 

239,818

                 

 

64,175

             

 

830,658

                 

 

(30,860)

              

 

799,798

                  

 

Q4, 2002

6,837

                    

 

2,916

            

 

-

                  

 

537,850

            

 

203,780

                 

 

76,983

             

 

821,528

                 

 

51,047

               

 

872,575

                  

 

Total 

48,078

                  

 

20,411

          

 

292,889

           

 

3,910,397

         

 

4,066,828

              

 

423,410

           

 

8,713,935

              

 

(29,765)

              

 

8,684,169

               

 

Table A-4

DWR Expenditure Summary PGE Service Area Allocation

($000s)
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Q1, 2001

4,829

                    

 

2,556

            

 

-

                  

 

-

                   

 

1,552,630

              

 

-

                   

 

1,555,186

              

 

(598,378)

            

 

956,808

                  

 

Q2, 2001

7,754

                    

 

2,506

            

 

45,556

             

 

1,308,214

         

 

654,951

                 

 

-

                   

 

2,011,228

              

 

171,079

             

 

2,182,307

               

 

Q3, 2001

7,424

                    

 

3,012

            

 

163,109

           

 

692,599

            

 

415,066

                 

 

106,611

           

 

1,380,397

              

 

300,211

             

 

1,680,608

               

 

Q4, 2001

5,353

                    

 

2,280

            

 

-

                  

 

303,576

            

 

395,151

                 

 

73,181

             

 

774,188

                 

 

152,194

             

 

926,382

                  

 

Q1, 2002

4,483

                    

 

2,180

            

 

-

                  

 

276,775

            

 

219,785

                 

 

53,794

             

 

552,534

                 

 

29,592

               

 

582,126

                  

 

Q2, 2002

6,190

                    

 

3,040

            

 

54,238

             

 

399,608

            

 

228,399

                 

 

69,845

             

 

755,130

                 

 

(62,719)

              

 

692,411

                  

 

Q3, 2002

7,687

                    

 

3,008

            

 

144,822

           

 

592,296

            

 

331,438

                 

 

90,137

             

 

1,161,700

              

 

(59,164)

              

 

1,102,536

               

 

Q4, 2002

5,362

                    

 

2,271

            

 

-

                  

 

419,922

            

 

161,603

                 

 

60,136

             

 

643,932

                 

 

47,422

               

 

691,354

                  

 

Total 

49,083

                  

 

20,853

          

 

407,724

           

 

3,992,990

         

 

3,959,023

              

 

453,704

           

 

8,834,294

              

 

(19,762)

              

 

8,814,532

               

 

Table A-5

DWR Expenditure Summary SCE Service Area Allocation

($000s)


The Department requires each generator who is under contract to the Department to be its own scheduling coordinator at a cost to be included in the total cost of energy purchased by the Department.  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.

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

Column J in Table A-1 is 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
A&G expenses for the Department 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):


($000s)

Labor Including Benefits
$11,513

Capital Expenditures
$2,919

Professional Service Fees
$9,905

Other A&G

$1,246

Total
$24,772

EXHIBIT B

DEMAND SIDE MANAGEMENT, Conservation and Load Management (dsm, C & LM)

Revenue Requirements
The Department’s conservation and load management (DSM, C & LM) revenue requirements cover the following programs:

· 20/20 Rebate Program -- established through Executive Order D-30-01. The program provides a rebate equal to 20% of the bill to customers who reduce their energy use by at least 20% relative to the same time period in 2000 (for SDG&E customers, the threshold is 15% reduction, for commercial and industrial customers, the 20% reduction must be during peak period and the 20% credit only applies to peak period charges). 

· Demand bidding -- established through Executive Order D-39-01. This program is under development. All existing participants in the Discretionary Load Control Program (ISO) and the IOU's Voluntary Demand Reduction Program are assumed to be rolled into the new Demand Bidding program. 

· Load management programs developed by the California ISO, which the DWR is now responsible for funding. These programs include the Demand Relief Program (DRP) and the Discretionary Load Control Program (DLCP). The DLCP will be rolled to the Demand Bidding program when it is established in mid-July.

Revenue requirements by type of program and month are summarized in Exhibit B-1.

The 20/20 program revenue requirements are estimated to be $350 million. It is assumed that one-quarter of these costs will be incurred in each of the four summer months during which the program operates. The energy savings are estimated at 1896 GWh (including T&D loss savings) and 1091 MW. The estimated program impacts have taken into account the potential for double counting of conservation effects from multiple programs, price response, and behavioral response due to awareness of the energy crises.

The table shows total forecasted load management of 2,816 MW, with 1,816 MW in IOU programs and 1,000 MW in ISO programs (DRP, and Demand Bidding -- DB). The utility programs include: existing interruptible, Optional Binding Mandatory Curtailment, Voluntary Demand Reduction Program, air conditioning load control, agriculture pumping load control, Base Interruptible and the Scheduled Load Reduction Program. As of June 21, 2001, approximately 1406 MW were enrolled in these programs. The costs of the utility load management programs is estimated using an average cost of $550/MWh and assuming that the programs are utilized for 24 hours per month, for the four summer months. None of the costs for these programs are included in DWR's revenue requirements.

DWR is responsible for funding the ISO's Demand Relief Program (DRP), the Discretionary Load Control Program (will be rolled into the Demand Bidding program), and the Demand Bidding (DB). 1,000 MW are assumed to enroll in these programs. The Demand Relief program costs are assumed to include the following:

· Authorization for 500 MW

· $20,000 per MW capacity payment for 2001, but with a contractual obligation to participate in 2002 with no additional capacity payment

· $500 MWh for curtailed load

· 40 hours per month 

Based upon these program parameters, the DRP is estimated to cost $20 million per month for the four summer months in 2001. In 2002, the program costs are $10 million per summer month. The lower costs are due the fact the entire capacity payments are being made in 2001.

The Demand Bidding (DB) program allows customers to post the amount of load that they will curtail at set prices. In estimating the revenue requirements for this program, we assumed:

· 500 MW of capacity (as of June 21, there were 279 MW in the VDRP and 35 MW in the DLCP -- both programs will be rolled into the DB program).

· 24 hours per month for the four summer months

· An average cost of $350/MWh

· Program administration costs of $1.1 million per month, plus $1.2 million for initial programming and set-up were estimated based upon the costs estimates developed for the 20/20 program. These costs are incurred by the utilities and reimbursed by DWR.

The total monthly DB costs are estimated to be $5.3 million, with $4.2 million being the payments to customers. In June, 2001, another 1.2 million of program set-up costs are incurred (these are utility costs, reimbursed by DWR).

The last three lines in the table summarize the energy savings, demand impacts and revenue requirements for DWR's demand side management, conservation and load management (DSM, C & LM) responsibilities. The monthly energy savings are estimated to be 498 GWh. The monthly demand savings are 2091 MW. Total DSM, CL & M revenue requirements are estimated to be $452 million for 2001 and $411 million for 2002. For the period June 2001 through June 2002, the DWR DSM, C & LM revenue requirement is estimated to be $555 million.
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EXHIBIT C

BREAKDOWN OF DWR REVENUE REQUIREMENTS

IN ACCORDANCE WITH THE PROPOSED RATE AGREEMENT

COST CATAGORIES

This exhibit describes the component costs of the Department’s revenue requirements consistent with the categories set forth in the proposed Rate Agreement between the Department and the Commission. The descriptions below make reference to the tables in Exhibits A and B as appropriate, rather than repeating those tables and data in this Exhibit C.

1.
Cost for the purchase and delivery of power, including:
· long-term purchases

long-term purchases are considered those which are more than a quarter in duration.  These costs are included in Column D “Contract Power” as shown in Tables A-3 through A-6 in Exhibit A.  The contracts which have been executed, or agreements in principle which were still under active negotiation as of June 15, 2001 are included in this column.
· short-term purchases

short-term purchases consist of two categories: (1) bilateral contracts with a duration of a quarter or less, but longer than day-ahead purchases, which are included through the third quarter of 2001 in Column D, “Contract Power”, for known contracts as of June 15, 2001, and (2) day ahead, hour ahead, real time, or future, yet to be completed bilateral contracts not known as of June 15, 2001.

· termination & liquidated damages

termination charges are those applicable to the Department for terminating contracts prior to the end of the term of the agreement for various reasons, for which the contract provides for charges to be paid by the Department to the Seller, or for similar charges due from the Seller to the Department for Seller’s early termination for certain purposes.  Liquidated damages (payments of moneys due to actions taken by the Department or the Seller in accordance with certain contract provisions rather than providing for costs to be determined by a court of law or arbitration).  No termination charges or liquidated damage costs are specifically assumed in the Department’s Revenue Requirement (no costs to the Department, nor any payments to the Department by any Seller for such theoretical charges).

· emission costs

allowances for emission costs are included in the generation dispatch model and are included in the estimated cost of power.  These costs are not readily separable in the model due to the manner in which the model program computes the costs.

· hour-ahead power

hour-ahead purchases, whether by the Department or the ISO, are included in Column E of Tables A-3 through A-6 in Exhibit A as part of “Residual Net Short” purchases.  Residual Net Short purchases are all net short energy purchases other than Ancillary Services which are required after the bilateral contract power.

· real time power

real time power purchases by the ISO are also included in “Residual Net Short” purchases in Column E in the tables A-3 through A-6 in Exhibit A.  

· transmission, distribution, scheduling

allowance for distribution and transmission line losses is included in the calculation of the quantity of net short energy required to be purchased to meet the retail customer loads of the IOUs.  There are not separate charges estimated in the net short energy costs.  As noted in Exhibit A, sellers are responsible for their own scheduling coordination costs and the IOUs are responsible for their costs of scheduling the load.  Any of the Department’s costs for coordination and scheduling are captured in the labor and related costs included “Administrative & General or “A&G” charges shown in Column B of the tables in Exhibit A-3 through A-6.

· ancillary services

See discussion of Ancillary Services in Exhibit A.

2. Costs for fuel, including storage & transportation, options, and financial instruments.

The cost of fuel for the contracted power is included in Column D in the tables in Exhibit A.  The cost of fuel is also included in the short-term purchases included in the “Residual Net Short” in Column E in the tables in Exhibit A-3 though A-6.  Table A-7 shows the cost of natural gas assumed in the cost of power for long-term contracts and for short-term spot purchase market clearing price assumptions.

Fuel transportation charges are estimated in the generation dispatch model based upon regional location of generating sources and are included in the cost of power shown in Columns D and E in the tables in Exhibit A.  Although the Department may have rights to implement option and financial hedging programs and instruments, no such actions or associated costs are specifically assumed in the fuel costs herein.  All fuel costs included in the contracts and the spot market purchases are assumed to be equal to the average spot market price of natural gas.

3.  Costs to avoid or minimize the amount of power to be acquired including:

· conservation programs

· load curtailment/interruptible programs

· conservation rebates

· load management programs
See Exhibit B for the description of the programs, the amount of savings in MWh per month, and the associated costs for these programs and savings.  These costs are shown in the aggregate by month in Column C, “DSM” (demand side management) in the tables in Exhibit A.

4. Payments under security agreements

There are no specific security agreement payments assumed to be payable during the term of the Department’s Revenue Requirement as filed herein.

5. Administrative, general & overhead expenses

The Department’s A&G (administrative and overhead) expenses are as described in Exhibit A, and as summarized by month as Column B “A&G” in the tables A-3 through A-6 in Exhibit A.

6. Insurance premiums

Insurance premiums are included in A&G expenses described above.

7. Payments for employee benefits

These costs are included in A&G expenses described above and included in Column B “A&G” in the tables in Exhibit A.

8. Legal & engineering expenses

These costs are included in A&G expenses described above and included in Column B “A&G” in the tables in Exhibit A.

9. Consulting & technical services

These costs are included in A&G expenses described above and included in Column B “A&G” in the tables in Exhibit A.

10. Charges for licenses, orders or other governmental mandates

There are no specific charges estimated or included in the Department’s Revenue Requirement as filed.

11. Taxes, governmental charges, etc.

There are no known applicable taxes or governmental charges which are capable of being estimated as of the date of this filing, and none were included in the Department’s Revenue Requirement.

12. Expenses, liabilities, compensation of trustees and other fiduciaries

Any such charges are anticipated to be those associated with issuance of the Department’s bonds and would be included in the cost of issuance of the Bonds.

13. Costs of complying with any rebate requirements relating to the Bonds

No such costs are included during the term of this Revenue Requirement filing.

14. Deposits to fund or replenish operating reserves

Initial deposits to fund operating reserves are capitalized in the Department’s Bond issue.  Operating reserves would need to be replenished only if costs were significantly outside the assumptions which underlie the Department’s Revenue Requirement as presented in this filing.  Therefore, there are no assumed costs applicable in this Revenue Requirement filing.
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