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The Six Main Costs to Price Electricity are: 

	 Capital costs – the cost of capital investment (debt & 
equity), depreciation, Federal & State income taxes 
and property taxesand property taxes 

	 Fuel costs based on fuel used to generate electricity 
– hydro, natural gas, coal, fuel oil, wind, solar, 

photovoltaic geothermal biogas
photovoltaic, geothermal, biogas 

	 Operating and maintenance costs 
	 Transmission costs 
	 Distribution costs 
	 Social adder costs – GHG adder, low income adder, 

regulatory agency adder regulatory agency adder 
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Levelized Cost of Electricity by Resource
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Electricity Prices are Forecast to Track Natural 
Gas Prices in the Medium Term GHG Legislation Gas Prices in the Medium Term. GHG Legislation 
Poses Competitive Problems for Coal. 
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California Electricity Price Forecast 2005-2016 
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C lif i El t i it P i f ll C t ClCalifornia Electricity Prices for all Customer Classes 
are the Highest in the Western US 
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S G&  SDG&E’’s Retaill Ellectricity Prices are Projectedd to ddeclline 
in Real $ 2005 over the next 8 Years  
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SDG&E’s Real $ Electricity Rates are Forecast to Decline 
over thhe next 88 Years for all  C  ll Customer Classes.f  Cl  
(Left Nominal $ – Right Real $2005) 
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SDG&E’s Electricity Prices are Forecasted to
SDG&E s Electricity Prices are Forecasted to

Decline over the next 8 Years in Real $2005
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Nationally, Natural Gas for Power Production is 

Forecast to Decline in Real $2005 over the next
Forecast to Decline in Real $2005 over the next 
8 Years 
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Nationally Natural Gas was Used for 21.6% of Power Production in 
2007. Coal was still the Kingg with 48.5% and Renewables 
Accounted for a mere 8.5%. If GHG Targets are to be met, Natural 
Gas will have to replace Coal. 
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California Utilities are Forecast to be Exposed to 

Gas Costs for about 20% to 25% of their Power 
Production 
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AB 32 fact Sheet


AB 32 Fact Sheet - California Global Warming Solutions Act of 2006 

	 Establishes first-in-the-world comprehensive program of regulatory and market mechanisms to 
achieve real, quantifiable, cost-effective reductions of greenhouse gases (GHG). 

	 Makes the Air Resources Board (ARB) responsible for monitoring and reducing GHG emissions. 

	 Authorizes the Governor to invoke a safety valve in the event of extraordinary circumstances, 
catastrophic events or the threat of significant economic harm, for up to 12 months at a time. 

Requires ARB to:

 Establish a statewide GHG emissions cap for 2020, based on 1990 emissions by January 1, 2008.


	 Adopt mandatory reporting rules for significant sources of greenhouse gases by January 1, 2008. 

	 Adopt a plan by January 1, 2009 indicating how emission reductions will be achieved from 
significant GHG sources via regulations, market mechanisms and other actions. 

	 Adopt regulations by January 1, 2011 to achieve the maximum technologically feasible and cost-
effective reductions in GHGs including provisions for using both market mechanisms and effective reductions in GHGs, including provisions for using both market mechanisms and 
alternative compliance mechanisms. 
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Renewable Portfolio Standard Program 

	 In 2002, California established its Renewable 
Portfolio Standard Program, with the goal of 
increasing the percentage of renewable energy in theincreasing the percentage of renewable energy in the 
state's electricity mix to 20 percent by 2017. 

	 The 2003 Integrated Energy Policy Report 
recommended accelerating that goal to 20 percent byrecommended accelerating that goal to 20 percent by 
2010, and the 

	 The 2004 Energy Report Update further 
recommend d  i  ded increasiing thhe target to 33  33 percent bby 
2020. 

	 The state's Energy supppported this ggoal.gy Action Plan
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Conclusion and Questions... 
	 Natural Gas and renewables will play an increasingly significant role in 

power production in the medium and long term 

	 To meet GHG reduction goals natural gas is the main cost-effective fuel effective fuel	 To meet GHG reduction goals natural gas is the main cost 
readily available to help meet the reduction targets 

	 Adequate supplies of natural gas are available to meet this increased 
clean fuel-based ppower ggeneration demand 

	 New shale, tight sands and LNG-based gas supplies will fill the gap of 
declining conventional resources 

	 Over 100 years of natural gas resources are available to meet 
increased demand for natural gas in power production 

	 Thank you. 
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