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STATE CONTROLLER KATHLEEN CONNELL SAYS
ENERGY RATE HIKE DOESN’T ADD UP TO A SOLUTION

$26.8 BILLION IN CALIFORNIA’S ENERGY COSTS CANNOT BE RECOVERED
THROUGH P.U.C. RATE HIKE AND CURRENT BOND PLAN

Sacramento, March 28, 2001 – Today, State Controller Kathleen Connell provided her
second briefing in as many weeks on how the energy crisis is affecting the finances of
the State of California.  Specifically, she illustrated that despite yesterday’s rate
increase by the PUC and the anticipated bond financing authorized by the Legislature,
California will still face a cash shortage in the coming months.
“Yesterday’s action by the PUC was not sufficient in solving California’s financial
problems caused by the energy crisis,” Connell said.  “Last week I detailed why the
State’s cash flow is in serious jeopardy and why I could not authorize the transfer by
internal borrowing to meet the request by the Department of Finance.  Unfortunately,
today I stand before you because another cash flow crisis is looming on the horizon
despite yesterday’s action,” said Connell.
The Controller’s projected expenditures for energy over the next 18 months
approaches $26.8 billion.  Incoming revenue from a rate increase will be approximately
$7.0 billion, plus the maximum amount of bond financing of $12.4 billion – for a total of
$19.4 billion – still leaves the state exposed to cash deficits.  This analysis does not
even include the $9 billion expected by the Administration to purchase the power grid
of Pacific Gas & Electric and Southern California Edison.
“Without identifying some other means of financing, California will face cash-flow
problems by the first of October,” explained the Controller.  “As elected officials, we
must all work together, so the left hand knows what the right hand is doing. You have
to look at the books before attempting to solve the energy crisis,” concluded Connell.

-- end --
For more information, please visit the State Controller’s web site www.sco.ca.gov

http://www.sco.ca.gov/index.shtml

