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February 19, 2001


To: 		The Honorable John Burton
Members, California State Senate

From:		Hedy Govenar, Bev Hansen, Scott Govenar
		Legislative Advocates - Enron North America Corp. and Enron Energy Services

Re:		Opposition to SBX 33


As you prepare to vote on SBX 33, Enron North America Corp. and Enron Energy Services, Inc., collectively referred to herein as Enron, must regretfully advise you of their serious concerns with SBX 33.  
Enron believes the bill will result in no significant improvement in the utilities’ financial condition.  Whether the state were willing to pay the fair market value of the transmission system or merely the book value for regulatory purposes, such a purchase would not add any additional value to the utilities’ assets.  Selling the assets to the state for cash would simply result in a transformation of the assets into a more liquid form, it would not increase the asset value.  Because the utilities’ debts would still exceed the state’s purchase price, the utilities’ would no longer have enough assets to cover the difference.    
State ownership of the transmission system would also cause the state and local government to sustain serious revenue losses.  The valuable transmission assets would be lost from the tax base, thereby reducing tax revenues to both the state and local governments.  In addition, Enron is concerned that the state would incur higher, not lower, costs in order to operate and improve the transmission system than a private party with substantial experience in managing transmission resources.
Another serious concern for Enron lies in the potential conflict of interest that would arise if the state were to operate the transmission system while simultaneously playing a major role in the generation and electric commodity markets.  With the passage of ABX 1, if the state were also to become the owner and operator of the statewide electric transmission system, the state would become a vertically integrated utility with the potential to dramatically affect the working of the market.  Enron is concerned that the proposed Transmission Authority might grant preferences in transmission rights or rates to the DWR which would not be available to third party participants in the market.  Even the potential for such an outcome discourages other market participants from investing in the state.  At a time when the state needs to encourage more investment in its energy infrastructure, it is exceedingly unwise to raise the prospect of an unfair competitive 
Enron is eager to work with the Legislature to find comprehensive solutions to California’s energy crisis.  However, Enron is concerned that SBX 33 will create additional problems for electric customers and for the state itself, while providing no real financial relief to the investor-owned utilities. 
					
