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STATE OF CALIFORNIA Public Utilities Commission
San Francisco

Memorandum

Date: May 21, 2003

To: The Commission
(Meeting of May 22, 2003)

From: Alan LoFaso, Director
Office of Governmental Affairs (OGA) — Sacramento

Subject:  SCA 6 (Battin) Public Utilities Commission: election.
As amended May 14, 2003

Legislative Subcommittee Recommendation: Oppose.
Summary: This bill would create an elected Public Utilities Commission.

Existing Law, Article XII, Section | of the California Constitution, provides for a five-
member Public Utilities Commission appointed by the Governor for staggered six-year
terms. The appointees must be confirmed by a majority of the Senate. The Legislature
may remove a Commissioner for incompetence, neglect of duty or corruption provided
two-thirds of the membership of each house concurs.

Digest: This bill would submit to the electorate constitutional amendments to change
the current appointed Commission to an elected body of seven members, each
representing a district created by the Legislature. Commissioners would serve for four-
year terms, beginning in 2007.

Analysis: This measure represents a re-introduction of the elected commissioner
reform, which was proposed in 1973 (SCA 30 — Robbins), 1975 (SCA 11 — Roberti),
1976 (ACA 89 — Wilson), 1977 (SCA 24 — Wilson), 1981 (SCA 32 — Mello), 1982 (SCA
48 — Vuich, ACA 73 — Cortese, ACA 75 — Chacon), 1991 (ACA 30 — Bates), and 1996
(SCA 21 — Solis). All of these bills failed passage.

The arguments in favor of the elected commissioner approach (which this proposal
would model upon the Board of Equalization) are potentially improved responsiveness
to the public generally, and better geographical representation of utility consumers
throughout the State.
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The arguments in opposition to this reform are fairly stated in the Assembly Utilities and
Energy Committee analysis of the 1982 proposals:

“The major policy question concerning ACA 73 relates to the value of
infusing politics into the operation of the Public Utilities Commission. In other
words, would the public be better served if the commissioners had to divide their
time between conducting commission business, campaigning and raising money
for reelection campaigns? In all likelihood, candidates seeking election would
have to promise ratepayers that they would not approve rate increases if they
were elected. This has been the case in Louisiana, which has an elected
commission. The Louisiana Commission has not approved any rate increases
for utilities for some time. Therefore, the utilities routinely go to court and the
courts set the utility rates.

“Currently, the members of the Public Utilities Commissions in 11 states are
elected. The members of the PUCs of Alabama, Arizona, Georgia, North
Dakota, Oklahoma and Tennessee are elected at large. The commissioners of
the PUCs of Louisiana, Mississippi, Montana, Nebraska and South Dakota are
elected from districts. Proponents of elected commissions argue that the rates in
those states where the commissions are elected seem to be lower than in states
where commissions are appointed. It is difficult to determine if this is true.
However, any such differential in rates is not the product of having elected
commissioners, but is more a function of the sources of energy, cost of materials
and labor and environmental considerations and restrictions.

“Regardless of whether one agrees with the decision of the existing Commission,
the California Commission is considered to be one of the best in the nation. One
reason for this is that it can balance the interests of ratepayers and investors and
reach decisions in a relatively objective and nonpolitical atmosphere.”

These arguments continue to be valid today, and have increased vitality due to the
campaign demands necessary to become a successful candidate for one of the five
proposed Commission districts in the largest state in the United States. To the extent
that public responsiveness has been a legitimate concern, the Commission has
continually worked with the Legislature to improve its institutional ability to hear the
voices of utility ratepayers and the general public, including the adoption of the
intervenor funding program, the creation of a Public Advisor, and related public
outreach efforts. These steps are far preferable to the “reform” offered by SCA 6,
which should be opposed.

LEGISLATIVE HISTORY

Senate E.U.&C: 8-0 (do pass) (4/8/03)
Senate E.&R.: 3-1 (do pass) (5/7/03)
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SUPPORT/OPPOSITION
Support: None reported.

Opposition: Verizon; California Manufacturers and Technology Association.

LEGISLATIVE STAFF CONTACT

Alan LoFaso, Legislative Director alo@cpuc.ca.gov
CPUC-OGA (916) 327-7788

Date: May 21, 2003
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BILL LANGUAGE:

Bl LL NUMBER: SCA 6 AVENDED
Bl LL TEXT

AMENDED | N SENATE MAY 14, 2003
AMENDED | N SENATE APRIL 22, 2003

| NTRODUCED BY Senator Battin
FEBRUARY 18, 2003

Senate Constitutional Amendment No. 6--A resolution to propose to
the people of the State of California an anendnent to the
Constitution of the State, by amending Section 14 of Article |
t hereof, by anending Section 8 of Article Il thereof, by amending
Section 18 of Article IV thereof, and by amendi ng Section 1 of
Article XIl thereof, relating to public utilities.

LEG SLATI VE COUNSEL' S DI GEST

SCA 6, as anended, Battin. Public Utilities Conm ssion
el ection.

(1) The California Constitution provides for the recall of
el ective state officers, initiated by petition. Signatures to recal
Senators, Menbers of the Assenbly, nenbers of the Board of
Equal i zati on, and judges of courts of appeal and trial courts mnust
equal in number 20% of the last vote for the office.

This measure would require signatures to recall a nember of the
Public Utilities Conmission to equal in nunber 20% of the l|ast vote
for the office.

(2) The California Constitution establishes the California
Citizens Conpensation Commi ssion to establish the annual salary and
the medi cal, dental, insurance, and other simlar benefits of certain
state officers.

This measure woul d additionally include nenbers of the Public
Uilities Comi ssion anong those state officers. The neasure would
require the California G tizens Conpensati on Conmi ssion, before the
end of the 2007 fiscal year, and each fiscal year thereafter, to
adjust the salary and the nedical, dental, insurance, and other
simlar benefits of menbers of the Public Utilities Conmi ssion using
the value of the salary and benefits paid on January 1, 2006, as the
base anount.

(3) The California Constitution subjects state officers elected on
a statewi de basis, nenbers of the State Board of Equalization, and
judges of state courts to inmpeachnment for msconduct in office.

This measure woul d additionally subject nenbers of the Public
Uilities Comrission to i npeachnent for misconduct in office.

(4) Under the California Constitution, the Public Wilities
Conmi ssi on consists of 5 nenbers appointed by the Governor and
approved by the Senate, a mgjority of the menbership concurring, for
staggered 6-year ternms. A vacancy is filled for the remai nder of the
term The California Constitution authorizes the Legislature to
renove a menber for inconpetence, neglect of duty, or corruption,2/3
of the nenbership of each house concurring.

This measure would require the comm ssion to consist of -5

7 menbers elected for 4-year terns at
gubernatorial elections. The neasure would require the state to be

148593



LEG-11 (2209)
Page 5

divided into -5~ 7 districts with the
voters of each district electing one nenber, and would provide for
t he establishment and adjustnent of district boundaries by the
Legi slature. The neasure would require the Legislature to i npose by
statute a requirenent that a nmenber reside in the district
represented by that nenber. The nmeasure woul d provide for the
filling of vacancies. The nmeasure woul d prohibit an entity
subj ect to regulation by the commi ssion from naki ng a canpai gn
contribution, directly or indirectly, to a comni ssioner or candi date
for conmi ssioner, and would require the Legislature to enact statutes
to inplement this prohibition.

(5) This measure would apply to terms comenci ng on or after
January 1, 2007.

Vote: 2/3. Appropriation: no. Fiscal committee: yes.
St at e- mandat ed | ocal program no.

Resol ved by the Senate, the Assenbly concurring, That the
Legi slature of the State of California at its 2003-04 Regul ar Sessi on
conmenci ng on the second day of Decenber 2002, two-thirds of the
menber shi p of each house concurring, hereby proposes to the people of
the State of California that the Constitution of the State be
amended as foll ows:

First--That Section 14 of Article Il is anended to read:

Sec. 14. (a) Recall of a state officer is initiated by
delivering to the Secretary of State a petition alleging reason for
recall. Sufficiency of reason is not reviewable. Proponents have 160
days to file signed petitions.

(b) A petition to recall a statew de officer nust be signed by
el ectors equal in nunmber to 12 percent of the last vote for the
office, with signatures fromeach of 5 counties equal in nunber to 1
percent of the last vote for the office in the county. Signatures to
recall Senators, nmenbers of the Assenbly, nmenbers of the Board of
Equal i zati on, menbers of the Public Utilities Conm ssion, and judges
of courts of appeal and trial courts nust equal in nunmber 20 percent
of the last vote for the office.

(c) The Secretary of State shall maintain a continuous count of
the signatures certified to that office.

Second--That Section 8 of Article Ill is anended to read:

Sec. 8. (a) The California Citizens Conpensation Comrission is
hereby created and shall consist of seven nmenbers appointed by the
CGovernor. The conmi ssion shall establish the annual salary and the
nedi cal, dental, insurance, and other sinmilar benefits of state
of ficers.

(b) The commission shall consist of the follow ng persons:

(1) Three public menbers, one of whom has expertise in the area of
conpensation, such as an econoni st, market researcher, or personne
manager; one of whomis a nenber of a nonprofit public interest
organi zation; and one of whomis representative of the genera
popul ati on and may i nclude, anpong others, a retiree, honenaker, or
person of nedian incone. No person appointed pursuant to this
paragraph may, during the 12 nmonths prior to his or her appointnent,
have held public office, either elective or appointive, have been a
candi date for elective public office, or have been a | obbyist, as
defined by the Political Reform Act of 1974.

(2) Two nenbers who have experience in the business commnity, one
of whomis an executive of a corporation incorporated in this State
whi ch ranks anobng the | argest private sector enployers in the State
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based on the nunber of enployees enployed by the corporation in this
State and one of whomis an owner of a small business in this State.

(3) Two nmenbers, each of whomis an officer or nenber of a |abor
organi zati on.

(c) The Governor shall strive insofar as practicable to provide a
bal anced representati on of the geographic, gender, racial, and ethnic
diversity of the State in appointing conm ssion nenbers.

(d) The Governor shall appoint comm ssion nmenbers and designate a
chai rperson for the conmission not later than 30 days after the
ef fective date of this section. The terms of two of the initia
appoi ntees shall expire on Decenber 31, 1992, two on Decenber 31
1994, and three on Decenber 31, 1996, as deternined by the Governor
Thereafter, the termof each nenber shall be six years. Wthin 15
days of any vacancy, the Governor shall appoint a person to serve the
unexpired portion of the term

(e) No current or fornmer officer or enployee of this State is
eligible for appointment to the comm ssion

(f) Public notice shall be given of all neetings of the
conmi ssion, and the neetings shall be open to the public.

(g) On or before December 3, 1990, the conmi ssion shall, by a
single resolution adopted by a majority of the menbership of the
conmi ssi on, establish the annual salary and the nedical, dental
i nsurance, and other simlar benefits of state officers. The annua
sal ary and benefits specified in that resolution shall be effective
on and after Decenber 3, 1990.

Before the end of the 2007 fiscal year, the conmi ssion shall, by a
resol ution adopted by a mgjority of the nenbership of the
conmi ssi on, adjust the annual salary and the nedical, dental
i nsurance, and other simlar benefits of nenbers of the Public
Uilities Comrission using the value of the salary and benefits paid
on January 1, 2006, as the base anount.

Thereafter, at or before the end of each fiscal year, the

conmi ssion shall, by a single resolution adopted by a najority of the
menber shi p of the comm ssion, adjust the annual salary and the
nmedi cal , dental, insurance, and other similar benefits of state

of ficers. The annual salary and benefits specified in the resolution
shal |l be effective on and after the first Mnday of the next
Decenber.

(h) In establishing or adjusting the annual salary and the
nedi cal, dental, insurance, and other sinmilar benefits, the
conmi ssion shall consider all of the follow ng:

(1) The ampunt of tinme directly or indirectly related to the
performance of the duties, functions, and services of a state
of ficer.

(2) The ampunt of the annual salary and the nedical, dental
i nsurance, and other simlar benefits for other elected and appointed
officers and officials in this State with conparable
responsibilities, the judiciary, and, to the extent practicable, the
private sector, recognizing, however, that state officers do not
recei ve, and do not expect to receive, conpensation at the sane
levels as individuals in the private sector with conparable
experience and responsibilities.

(3) The responsibility and scope of authority of the entity in
whi ch the state officer serves.

(i) Until a resolution establishing or adjusting the annual salary

and the nedical, dental, insurance, and other simlar benefits for
state officers takes effect, each state officer shall continue to
recei ve the sanme annual salary and the nedical, dental, insurance,

and other simlar benefits received previously.
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(j) Al'l conmission nenbers shall receive their actual and
necessary expenses, including travel expenses, incurred in the
performance of their duties. Each nenber shall be conpensated at the
sanme rate as menbers, other than the chairperson, of the Fair
Political Practices Comm ssion, or its successor, for each day
engaged in official duties, not to exceed 45 days per year

(k) It is the intent of the Legislature that the creation of the
conmi ssion should not generate new state costs for staff and
services. The Department of Personnel Adm nistration, the Board of
Admi ni stration of the Public Enpl oyees' Retirement System or other
appropriate agencies, or their successors, shall furnish, from
exi sting resources, staff and services to the commi ssion as needed
for the performance of its duties.

(1) "State officer," as used in this section, nmeans the Governor
Li eut enant Governor, Attorney General, Controller, |nsurance
Conmi ssi oner, Secretary of State, Superintendent of Public
Instruction, Treasurer, nenber of the State Board of Equalization
nmenber of the Public Wilities Commi ssion, and Menmber of the
Legi sl ature.

Third--That Section 18 of Article IV is anended to read:
Sec. 18. (a) The Assenbly has the sol e power of inmpeachnent.
| mpeachnments shall be tried by the Senate. A person nay not be
convicted unless, by rollcall vote entered in the journal, two thirds
of the nenbership of the Senate concurs.

(b) State officers elected on a statew de basis, nembers of the
State Board of Equalization, nmenbers of the Public Utilities
Conmi ssi on, and judges of state courts are subject to inpeachnent for
nm sconduct in office. Judgnent may extend only to renmpval from
of fice and disqualification to hold any office under the State, but
t he person convicted or acquitted renains subject to crimnina
puni shnrent according to | aw

Fourth--That Section 1 of Article XI|I is anended to read:

SECTION 1. (a) The Public Utilities Comm ssion consists of

-5— 7 nenbers elected for 4-year terns at
each gubernatorial election. The State shall be divided into
-5— 7 Public Uilities Conm ssion
districts with the voters of each district electing one menber. A
nmenber shall enter upon the duties of the office on the first Mnday
after the first day of January next succeedi ng each gubernatoria
el ection. The Legislature shall inpose by statute a requirenment that
a nmenber reside in the district represented by that nmenber

(b) The Legislature shall establish, and in the year follow ng the
year in which the national census is taken under the direction of
Congress at the begi nning of each decade, the Legislature shal
adj ust, the boundary lines of the Public Uilities Comi ssion
districts in confornance with the follow ng standards:

(1) Each menber of the Public Utilities Comm ssion shall be
el ected froma single-nenber district.

(2) The popul ation of the districts shall be reasonably equal

(3) Districts shall be contiguous.

(4) Districts shall be numbered consecutively, comrencing at the
northern boundary of the state and ending at the southern boundary.
(5) The geographical integrity of a city, county, or city and
county, or of a geographical region shall be respected to the extent
possi bl e wi thout violating the requirenments of another paragraph of

t hi s subdi vi si on.

(c) If there is a vacancy on the Public Wilities Conmi ssion, the
Governor shall nominate a person to fill the vacancy who shall take
of fice upon confirmation by a najority of the nenbership of the
Senate and a majority of the nmenmbership of the Assenbly and who shal
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hold office for the bal ance of the unexpired term |f the nom nee
is neither confirmed nor refused confirnation by both the Senate and
the Assenmbly within 90 days of the subnission of the nomination, the
nom nee shall take office as if he or she had been confirned by a
majority of the Senate and Assenbly. However, if the 90-day period
ends during a recess of the Legislature, the period shall be extended
until the sixth day followi ng the day on which the Legislature
reconvenes.

(d) An entity subject to regulation by the Public UWilities
Conmi ssi on may not make a canpai gn contribution, directly or
indirectly, to a conmi ssioner or candi date for comm ssioner. The
Legi sl ature shall enact statutes to inplenment this subdivision.

Fifth--That this measure shall apply to terms comenci nhg on or
after January 1, 2007.
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