In 1996, the legislature granted all customers the right to purchase electricity from independent suppliers.  Beginning in 1998, all customers were permitted to enter into so-called “direct access” contracts, and by May 2000 customer load served through direct access transactions reached 16 % of the load of the SCE, PG&E and SDG&E.   Due to wholesale market dislocations and the financial problems of the electric utilities, many customers were turned to utility service last winter without their consent and, in many instances, even any knowledge.  Over the course of the last five months, many of these direct access customers have been able to find new suppliers and have signed up for new contracts.
 In a letter to Commission President Loretta Lynch dated October 19, 2001, State Treasurer Phil Angelides stated that the CPUC may have shifted over $8 billion to "homeowners, small businesses, and other enterprises..." by delaying suspension of direct access until September 20, 2001.  He then urged the Commission to make the direct access suspension date retroactive to July 1.
Mr. Angelides apparently believes unlawful retroactive suspension of direct access is necessary because he anticipates that without direct access customer load there will be insufficient bundled service load to fully utilize the firm power deliveries that the DWR has now contracted for, and that the costs associated with these excess power purchases will be borne by the remaining bundled service customers.  We do not agree with the premise that the current level of direct access load will cause DWR firm purchases to be stranded.  Nor do we agree with the proposition that any such stranded costs are the responsibility of direct access customers.  DWR’s misguided and terribly unfortunate decision to contract for nearly 100% of the net short position of the utilities should not be laid at the feet of electric utility customers, whether bundled service or direct access.  The facts and assumptions underlying Mr. Angelides’ position have not been demonstrated in any fair and impartial forum.  

We also disagree strongly with the proposition that direct access customers are attempting to evade their responsibility to shoulder a fair share of historical costs, incurred while they were bundled service customers.  On the contrary, we support the allocation of reasonably incurred utility electricity costs to customers who consumed power at the time such costs were incurred, even if they have since moved to direct access.  Recently, we urged the CPUC to engage in a public process to determine the costs that appropriately the responsibility of direct access customers  In our letter of October 3, 2001, we noted that 
“There are a variety of possible methods for determining appropriate exit fees and ‘coming and going’ rules which merit consideration and which will require the Commission to carefully balance several competing interests.”  The CPUC has all the regulatory tools necessary to ensure fairness is maintained going forward.

We are alarmed that Mr. Angelides recommends that direct access should be retroactively suspended.  Contracts entered into for electricity supply, such as those for direct access or those signed by the DWR, cannot be simply torn up and ignored.  Parties rely on the terms of contracts to make important financial decisions and they and their suppliers incurred costs to carry the provisions of such contracts.  The United States Constitution rightfully protects this important feature of our economic system.  

We urge you to proceed with the appropriate regulatory steps to allow for customer choice in the future and to protect all utility customers from high electricity prices. 

Thank you for your consideration of this matter.

