
TALKING PROINT REGARDING DA COALITION PROPOSAL AND SHORTCOMINGS OF SBX 27 AND ABX21

· The Direct Access Coalition proposal makes it clear that customers will have the right to choose an alternate provider.  SBX 27 completely fails to provide this assurance to customers.  Preserving the right to direct access in unambiguous terms now, through special session legislation, is critical assuring customers that they will be able to self-contract. Further, customers will be hesitant to self-contract without a clear understanding of the rules.

· It is extremely important that the direct access language be specific enough that the CPUC cannot use its discretion to make the limitations on direct access so onerous that customers are effectively barred from electing service from an alternate provider.  SBX 27 has been amended to exclude all specific rules and to give the CPUC wide discretion to limit direct access. 
· The Direct Access Coalition proposal relieves the financial burden on state and lowers costs for remaining customers by encouraging and enabling customers to obtain their own power without being penalized by the Public Utilities Commission (“PUC”) or the Department of Water Resources (“DWR”).  Specifically, as long as the department is “short” on power, every customer that chooses direct access benefits the state and the remaining customers by reducing the costs associated with buying the power for the short position and increasing the value of the retained assets.  SBX 27 fails to establish a structure that will provide for this “win-win” opportunity.

· At the same time, the Direct Access Coalition proposal fully protects the DWR and the State Treasury by assuring that when and if DWR actually incurs additional costs as a result of customers leaving bundled service for direct access, the costs which DWR cannot reasonably avoid will be paid in full by the departing customer through an exit fee.  This financial safeguard is extremely important, as is the need to spell out the terms of the exit fee system clearly so customers understand what their choices are.  SBX 27 does not describe the exit fee system with any clarity and leaves the CPUC with full discretion to implement the program. 
· The Direct Access Coalition proposal eliminates the possibility that customers electing to self-contract will be required to pay twice for commodity service – once through utility rates and a second time to their supplier.

· The Direct Access Coalition proposal ensures that remaining customers are protected by the condition that a departing customer must repay any undercollections owed to DWR for power taken by the customer before switching to direct access .

· The Direct Access Coalition proposal further ensures that customers departing DWR in the “out years” when prices are expected to go lower don’t stick remaining customers with contract obligation costs entered into during “early years”

· The Direct Access Coalition proposal makes specific allowances for residential and small commercial customers to increase their access to the competitive market.  Specifically, these customer classes shall not be forced to pay exit fees provided the number of customers electing competitive suppliers does not outpace historical system load growth.

· The Direct Access Coalition proposal ensures that remaining customers are not negatively impacted by customers returning to DWR service by requiring the returning customer to pay any additional costs resulting from their return to DWR service. 
