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PUC RESPONDS TO CLAIMS BY TREASURER AND DWR 

The California Public Utilities Commission (PUC) today welcomed the prospect of lower energy cost estimates from the Department of Water Resources (DWR), but expressed concern over DWR’s continuing delay and revisions to those cost estimates that have prevented the PUC from finalizing the revenue requirement.  The Commission also questioned statements by DWR and the State Treasurer’s Office on direct access.  

DWR impeded approval of its revenue requirement by the PUC for months by not providing parties with access to its revenue-estimating model, which it is required to do by statute.  The model was only made available for the first time to parties within the last two weeks after months of PUC requests.  “Instead of playing the blame game, DWR should make sure it has provided all the information that the parties are entitled to by law,” said Loretta Lynch, PUC president.  “This is the fourth time since May that DWR has substantially changed the cost estimates it needs to purchase electricity for 2001-2002.  DWR’s newly reduced revenue requirement shows that the PUC was correct in resisting the pressure to rush into hurried decisions on the rate agreement and rate order. ”

The PUC also questions the Treasurer’s and DWR’s belief that the PUC delayed action on direct access.  In fact, the PUC planned to vote on direct access at its July 12, 2001 meeting.  But a July 2, 2001 memo from the Director of DWR, a Deputy Treasurer, and the Department of Finance, established a new schedule.  To allow SB 31X to take effect, the vote on direct access was pushed back until after August 14, 2001.  The Commission did not vote on direct access in August out of deference to the Legislature.  The Legislature adjourned on September 14, 2001 without further action on direct access, and direct access was suspended immediately thereafter by the Commission on September 20, 2001.  Notably, the Commission specifically indicated this action was a first step while it considered the details of the suspension.   

The PUC also expressed concern over the Treasurer’s and DWR’s claim that customers signing up for direct access produce higher costs for ratepayers.  PUC analysis shows that as of September 20, only 8 percent of the total energy load was provided through direct access. Importantly, every consumer participating in direct access lowers the amount of power DWR has to provide to consumers.  In 2002, this should actually lower DWR’s costs, since in 2002 DWR will obtain power both from its contracts and from the spot market.  Any increase in direct access participation will produce a corresponding decrease in DWR’s need to buy power on the spot market.  (DWR will not begin to rely almost exclusively on its contracts as a source of power until 2003.)  The only concern that could be raised by the increase in direct access customers is for the future — if DWR has contracted for too much electricity in 2003 and beyond, the increase in direct access will exacerbate that situation. 

###

PUC Responds to Claims by Treasurer and DWR, Page 1 of 2

 California Public Utilities Commission, 10/19/01   


