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OPINION REGARDING CONSUMER PROTECTION

1. Summary

This decision addresses the consumer protection issues associated with direct

access. Although our prior Commission decisions addressed some of the issues facing
consumers in a restructured electricity market, today’s decision focuses on the
consumer protection safeguafds that were added by Senate Bill (SB) 4?7‘(Stats. 1997,
ch. 275), and the consumer protection issues that were raised in connection with the
Direct Access Working Group (DAWG) teports. - |

Among other things, SB 477 requires that all electric service providers (ESPs)
offering electrical services to residential or small commetcial customers provide “proof
of financial viability” and “proof of technical and 0petaiioﬁal_ability” as a precondition
to registration under Section 394." SB 477 directed the Commission to develop uniform
standards to determine these items. In accordance with Section 394(a)(9) and (10), we
have developed the proposed standards in this decision as a result of comments from
some of the parties. Through this decision, the proposed standards are being issued for
public comment. Interested persons may file opening comments on the proposed
standards within 20 days from today, and reply comments within 35 days.

In the interest of protecting consumers from unfair or abusive mérk‘eting
practices that may occur before permanent standards are adopted, this decision adopts
interim standards that registered ESPs must meet, These interim standards are based on
the proposed standards and earlier actions takein by Commission staff. These interim
standards inctude:

(1) Effective immediately, all ESPs offering services to residential and
small commercial customers must have an executed service agreement
with each utility distribution company (UDC) in whose service
territory the ESP is offering services. If an ESP does not have a signed
UDC-ESP service agreement, the ESP is prohibited from marketing,

' All code section references are to the Public Utilities Code unless otherwise stated.
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advertising, or otherwise offering for sale any electric services to
residential and small commercial customers {n Califomia.

(2) All prospective ESP applicants are required to enter into a UDC-ESP
service agreement before applying to register as an ESP.

(3) The ESP registration application form shall require all ESPs to name
their key personnel involved in the technical and operational aspects
of the business and to provide a description of each key person’s
experience. All existing registered ESPs will be fequired to complete
this as part of their supplemental registration information filing.

(4) Any ESP who has signed up or initiated a direct access service request
on behalf of a customer is required to post a $25,000 security deposit or
financial guarantee bond with the Commission. In the alternative, a
customer trust account in that amount may be opened.

(5) Each registered ESP is required to submit a copy of its Section 394.5
notice.

(6) Each registered ESP is required to submit a copy of all of its scheduling

coordinator (SC) agreements or declarations from its SCs when the
ESP signs up its first customer, or if currently registered, when the
supplemental registration information filing is submitted. This
provision is waived if the ESP can provide proof that it has been
authorized by the California Independent System Operator (ISO) to be
aSC.

Both the interim standards and the proposed standards are designed to capture
the information and qualifications that relate to an ESP’s financial viability and
technical and operational ability.

The decision also covers a number of other consumer protection issues. The ESP
registration application form has been redesigned to seek additional information
regarding financial, technical, and operational abilities. All currently registered ESPs
will be required to supplement their régistration information by completing the ESP
registration application form, attached hereto as Appendix A, and submitting all of the
required attachments. The ESPs will also be required to file a standard service planona

regular basis, together with the printed marketing information describing such plans
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that are delivered to customers in the normal course of solicitation. Appendi'x B is the
information that must be supplied as part of this submission.

Today’s decision also describes what the Section 394.5 notice must ¢ontain and
what the noti¢e should contain. In recognition of the new pricing plans being devélbped
in the marketplace, the Commission will permit the price to be expressed on a cents-
per-kilowatthour (kWh) basis oras a discount off the Power Exchahgé (PX)‘ prif.‘é or as
an adder to the PX price. The recommended noti¢e that we have deVeloped and
attached as Appendix C meets the requitements of Section 394. 5. The registered ESPs
will be required to submit their Section 394.5 notices as part of the standard service plan
fiting. | |

To assist customers in evaluating ESPs, the Consumer Services Division (CSD)
shall track the number of customer complaints that have been submitted or filed against
. ESPs. The Commission’s web site also carries a listing of registered ESPs and those ESPs
whose registratwns have been suspended, cancelled or revoked. The list will be
expanded to include those electrical corporatlons and public agencies who want to be
included on the list of ESPs. V

CSD will also take steps to ensure that the list of customers who do not want to
be disturbed by telephone will only be used for that purpose. As for the development of
the “opt-in” list for those customers who want to be contacted by ESPs, the Energy
Division will first determine whether there is a demand for this kind of information.

A standard bill format for both registered ESPs and electrical corporations is
adopted. This format will provide the customer with needed information and allow the

customer to recalculate the bill for accuracy.
This decision also explains the complaint procedures available to consumers

should they have complaints against an ESP. In addition, we explain the procedures

? Our use of the term “Power Exchange” includes the PX estabhshed by Assembly Bill (AB)
1890 and any other exchange that offers electric power at a published price.




R.94-04-031, 1.94-01-032 ALJ/JSW /bwg*

that the Commission will follow for denying an ESP registration, and for suspending or
revoking an ESP’s regisiration.

Pursuant to Section 394.3(b), the Executive Director shall assign staff to

- determine the costs of administering the ESP registration program and the costs of all
consumer protection activities related to the provisioning of direct access by registered
ESPs. This required fee will be imposed on all registered ESPs beginning on September
1,1998, and on an annual basis thereafter.

As part of the Commission’s proactive outreach eff0rts, the CSD wiltbe
developing ¢onsummer advisories to inform the public about their nghts as consumers
and how they can exercise them. Public alerts may also be issued from'time»tc»ﬁme by
CSD, in consultation with the Commissioners assigned to direct access, to advise the
publi¢ about possible problems regardmg the iarketing and sales of electncnty In
addition, the Offic¢e of Ratepayer Advocates (ORA) will be submitting its
recommendations as to how it can prepare information guides and other tools so that -
consumers can evaluate différent service providers. We also propose for comment that
ORA be re5ponsnble for evaluating and summarizing various service offerings, and that
ORA develop a matrix to enable consumers to compare service offerings.

We also propose in Section XLE that the UDCs be required to maintain a record
of all incoming calls to their service centers which pertain to complaints against ESPs.
Parties may file opening and reply comments regarding this proposal.

Since all of these consumer protection rules and procedures affect all ESPs, a

ruling will issue notifying all registered ESPs of this decision. In addition, the Energy
Division staff will undertake efforts t6 inform all registered ESPs of their obligations

under this decision, as well as other statutory and regulatory requirements.

All of the above efforts, together with the other direct access rules and tariffs that
we have adopted previously, form the foundation for ensuring that end-use customets
are protected from unscrupulous ESPs. Should it be necessary, we will use the rules and
protedures that we adopt today to take swift action against any ESP who violates any

Commission decision or statute regarding the provisioning of electricity in California.
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Today’s decision also makes some slight modifications to Decision (D.) 97-05-040.
il. Background

The Commission has recognized that with the deregulation of the electric
industry the role of this Commission would shift. In this new environment, there will
be a need to “continue and expand our role of providing protection, safety and
information to consumers, and to provide a forum for resolution of complaints about alt
aspects of electric service.” (D.96-03-022, p. 24.) The Commission stated in D.96-03-022
at page 25 that consumer protection guidelines and rules for new entrants and potential
direct access prov:ders should be established “to ensure that high quality, reliable, and

envnronmentally sensitive service continues to be provided to California electric

customers.”
Assembly Bill (AB) 1890 added Article 12 of Chapter 2 3of Division 1, Part 1 to

the Public Utilities Code. (Stats. 1996 ch. 854.) Article 12 s enhtled “Consumer
Protection” and contained three new code sections, Sections 394,395, and 396. The »
registration and notification provnsu‘ms of subdivisions (a) and (b) of Section 394 and the

~ right-to-cancel provision of Section 395 were previously addressed in our second
interim decision on direct access, D.97-05-040.

SB 477, which was enacted into law as Chapter 275 of the Statutes of 1997,
amended Article 12. Among other changes, SB 477 repealed Section 394 and amended
Section 396. SB 477 also added Sections 394, 394.1, 394.2, 394.25, 394.27, 394.3, 3944,
394.5,394.6, 394.7, 394.8, and 394.9 to Article 12,

The Customer Education Program (CEP), which we approved in D.97-03-069,
D.97-08-063, and D.97-08-064, is an integral part of our consumer protection strategy.
As we noted in D.97-03-069, one of the purposes of the CEP is to “provide customers
with the information necéssary to help them make appropriate choices as to their
electric service.” (Former P.U. Code Section 392(d); D.97-03-069, p. 7.) By providing
consumers with sufficient and reliable information, consumers will be able to compare
and select among the products and services offered in the restructured electricity
market., (Former P.U. Code Section 391(g)(1); D.97-03-069, pp. 6-7; D.96-03-022, p. 25.)
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Another part of our consumer protection strategy is to develop consumer
protection guidelines and rules. As pointed outin the DAWG August 30, 1996 report
entitled “Design and Implementation of Direct A¢cess Progra ms” (hereinafter, “August
30, 1996 DAWG Report”), consumer protection activilies are made up of two categories:

(1) design of market rules to minimize the conflict and potential for problems, and (2)

mechanisms to resolve customer disputes and redress for market probleras. The

Legislature noted in Section 3912

“The Legistature finds and declares all of the following:

(a) Electricity is essential to the health, safety, and economic well-being of
all California consumers. : . '

(b) The restructuring of the electric industry will ¢reate a new electricity
market with new marketers and sellers offering new goods and
services, many of which may not be readily evaluated by the average

(¢) It is important that these customers be protected from unfair marketing
practices and that market participants demonstrate their
creditworthiness and technical expertise in order to engage in power
salés to these members of the public.

(f) It is appropriate to create a system of registration and consumer
protection for the electric industry, désigned to ensure sufficient
protection for residential and small commercial consumers while
simplifying entry into the market for tesponsible entitles serving
larger, more sophisticated customers. '

(g) Itis the intent of the Legislature that:

(1) Electricity consumers be provided with sufficient and reliable
information to be able to compare and select among products and
services provided in the electricity market.

(2) Consumers be provided with mechanisms to protect themselves
from marketing practices that are unfair or abusive.

(3) Pursuant to the authority granted to the comniission in this part as
to regisiration and consumer protection matters, the commission
shall balance the need to maximize competition by reducing

* Some of the provisions found in Section 391 were originally contained in Section 392 as added
by AB 1890. SB 477 subsequently repealed Section 392.




R.94-04-031, 1.94-04-032 ALJ/JSW/bwg*

~ barriers to entry into the small retail electricity procurement market
with the need to protect small consumers against deceptive, unfair, -
or abusive business practlces, or msolvency of the enhty offering
retail electric service.”

The Legislature also provided in Section 394 4(h) that the Commission’ ‘may
adopt additional residential and small commercial ¢consumer protection standards
which are in the publi¢ interest.”

In addition to the legislative dlrechves concerning consumer protection, many of
the ¢onsumer protéction issues were raised in Chapter 12 of the August 30, 1996 DAWG
Report. Oper\ing and reply comments to the August 30, 1996 DAWG Report weie filed
on September 30 and October 15, 1996, respectwely

~ On October 30, 1996, the DAWG submitted its "Direct Access Wo:kmg Group
Report On Consumer Protection and Education Report In A Restructured Electric
Industry In Response To May 17, 1996 Joint Assigned Commiissioners’ Ru!mg” (October
30, 1996 DAWG Report). Opening and reply comments to the October 30,1996 DAWG
Report wete filed on November 26 and December 11,1996, respectwely

Many of the consumer protection issues that were raised in the two [)AWG
Reports and by the parhes in their comments have been addressed in SB 477. Due fo the
statutory changes to Article 12, we discuss our interpretation of those statutes rather
than discussing the pros and cons of each party’s view on a particular consumer
protection issue. Other consumer protection concerns that were raised by the parties,
but not addressed in SB 477, are discussed later in this decision.

Due to the importance of the consumer protection rules and procedures, the
forerunner to today’s decision, the "Draft Decnsmn of AL} Wong” {draft decision), was

mailed to the electric restructuring service list on March 6, 1998 along with a ruling
from Commissioner Jessie J. Knight, Jr. inviting interested parties to file comments on
the AL}'s draft decision.

A number of different parties filed or submitted comments on the draft decision.
On March 18, 1998, Commonwealth Energy Corporation (Commonwealth) fileda

petition to intervene in the proceeding along with its comments. Since Commonwvealth

has previously registered with the Commission as an ESP, our actions today have a

-8-
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direct impact on Commonwealth. Accordingly, we will grant Commonwealth’s
petition to intervene.

On Maich 18, 1998, The Utility Reform Network (_TURN) and the Utility
Consumers Action Network (UCAN) timely filed joint comments on the draft decision.
In a motion dated March 19, 1998, UCAN seeks leave to late file additional comments.
UCAN stated that a number of points that it thought were to be incorporated into the.
joint comments had been omitted due t6 lime constraints. We will grant UCAN's
motion and direct the Docket Office to file the *’Comnié‘ﬁt's of UCAN On [si¢] Proposed
Decision On Consurier Protection Rules” on the date such ¢omments were feceived by
the Docket Office. | |

'We have reviewed all of the various comments and have made changes to those

sections of this decision that we believe are warranted.

il Consumer Prbte_ctloh In General o
“ 1h D.97-05-040 the Commission stated that it would defer to a future decision

whether a specific ¢ode of conduct should be imposed on the ESPs. (D.97-05-040, pp. 54,
57-58) The term “code of conduct” was first raised in the two DAWG reports and the
comments to those reports. In today’s decision we decline to adopt a code of conduct,
but rather adopt specifi¢ rules and procedures regarding ESPs and the protection of
consumers in a¢cordance with SB 477.

The rules and procedures that we adopt today are closely tied to the protection
of customers. In developing consumer protection rules, we need to achieve a balance
between the Commission’s mandate to protect consumers and the need to refrain from
imposing burdensome rules and regulations which might interfere with the efficient
operations of a competitive market. These competing interests are set forth in Section
391, as cited earlier, and in Section 394(e) as added by SB 477, Section 394(¢) provides:

“Registration with the commission is an exercise of the licensing function
of the conimission, and does not ¢onstitute regulation of the rates or terms
and conditions of service offered by registered entities. Nothing in this
part authorizes the commission to regulate the rates or terms and
conditions of service offered by registered entities.”




'R.94-04-031, 1.94-04-032 ALJ/JSW/bwg N

Thus, we must refrain from imposing terms and conditions of service on
registered ESPs, while at the same time ensuring that consumers are protected from
unfaif 61 abusive marketing practices.

The pérlies' comments regarding the extent to which consumer protection rules

should be imposed fall into three general categories. Atone end is the call fora

comprehensive set of rules to ensure that consumers are protected from market

uncertainties and from potential unfair and fraudulent trade practices. The suggested
elements that make up this set of com"prehensi\ré rules are the folloi&’iﬁg: effective
procedures for the te‘giSfraliOn of ESPs; a comprehensive program to proifide necessary
consumer education; and effective enfor¢ement and consumer redress procedures. At
the other end of the spectrum is the call for very limited oversight. These parties believe
~ that the Commission should refrain from imposing any onerous regulations or fees on
poténtial ESPs. In between is the call for some oversight which relies on the existing
laws and procedures, and the need for customer education.

We believe that the Commission’s consumer pr‘otéction efforts should not beso
burdensome as to create barriers to the introduction of new and creative products and
services. Nor should the consumer protection efforts imposé additional rules and
regulations on an increasingly deregulated market unless such rules and regulations are
absolutely necessary to protect consumers. The ¢onsumer protection rules and
procedures contained in this decision reflect a balanced view of these concerns in light
of the statutory provisions contained in AB 1890and SB 477.

The set of rules and procedures that we adopt touch on a variety of issues that
consumers encounter in their day-to-day dealings with ESPs and other market
participants. These rules and procedures will ensure that consumers are “provided with
mechanisms to protect themselves from marketing practices that are unfair or abusive.”
{Section 391(g)(2).)

Before discussing the various ¢consumer protection issues, we should note that
some of the consumer protection issues have already been addressed in other decisions.
D.97-05-040 addressed the registration and notice provisions of former Sectlon 394,

service connection and reconnection, and lhird-party verification of a change in the

-10-
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service provider. D.97-10-031 addressed the release of customer-specific data and the
confidential nature of that information. In D.97-10-087, we addressed procedures for
processing direct access service requests (DASRs), meter integrity, and the connection
and disconnection of meters. D.97-12-048 also addressed metef integrity issues.
D.97-12-090 addressed billing format issues for ESPs. Va rious rules have already been
established in these decisions that implement many of the minimum standards set forth
in Section 394.4. To the extent that rules have not yet been adopted for certain of the
standards set forth in Sjecﬁon' 3944, thds_é {ssues, the standards, and the rules
implementing those standards are discussed later in this decision. ,

Since the consumer protection rules in this decision affect the business operations
of each ESP and their relationships with their customers, the assigned Administrative
Law Judge (ALJ) shall issue a ruling to all ESPs who have registered with the
Commission. The ruling shall inform the ESPs of their obligatibn to abide by the rules

set forth in this decision.

{V. Reglstration-Related Issues
A. Who Must Register As An ESP
We noted in D.97-05-040 that Section 394(a), as added by AB 1890, contemplated:

“that only those entities offering electrical service in the service territories
of the electrical corporations subject to our jurisdiction are required to

register with the Commission. AB 1890 does not require registration with
this Commission of electri¢ service providers offering electrical service in
the service territories of the publicly owned electric utility.” (D.97-05-040,

pp. 54-55.)

SB 477 repealed Section 394 as added by AB 1890, and eliminated the
reference in subdivision (a) of that formér section which read that only an “enlity
offering electrical service to residential and small commercial customers within
the service territory of an electrical corporation shall register with the
commission.” Section 394(a), as added by SB 477, now reads in pertinent part:

“Each enlity offering electrical service to residential and small commercial
customers shall register with the commission, unless it is an electrical
corporation as defined in Section 218, or a public agency offering electrical

-1t -
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service to residential and small commercial customers within its own

political jurisdiction, or within the service territory of a local publicly

owned electric utility.”

This change now requxres the COmmlssmn to regtster all enhhes in California
who offer electrical service to resndentlal and small COmmeraal customers, except for
electrical cOrporatlons and pubhc agenues ol’{ermg such services within their own
political ]unsdlcllon of the servlce terntOry of a local publicly owned electric utility.
'Ihus, for the servme territories of those publicly owned electric utthtnes whose
governing boards have authorized direct access, all entities who plan to offer eleclnca]
services to residential and simall commercial customers (except as noted) are requnred to
reglster with the Commission.

Due to this statutory change, the language which appears in D.97-05-040 starhng
at the last full paragraph at the bottom of page 54 and continuing to the top of page 55,
and finding of fact number 66are no longer correct. However, we have not modified
the language in D.97-05-040 because of the impact that the other statutory changes in SB

477 have on other parts of D. 97-05-040 which cited statutes which were subsequently

changed by SB 477.
We are aware that some ESPs will undertake marketing activities “in-house”

with their own employees, while others may contract this function out or establish
agency-type relationships. The language of Section 394 that requires “[e]ach entity
offering electrical service to residential and small commercial customers” to register
with the Commission does not apply to entities which are solely performing marketing
functions on behalf of a registered ESP. Although these kinds of marketing entities
need not register as an ESP, each registered ESP who uses such entities shall be required
to ensure that the marketing entity: (1) clearly advises all customers contacted by the
marketing entity that the entity is marketing on behalf of the ESP; (2) provides each

- customer contacted by the marketing entity with the ESP’s registration number; and
3) complles with all applicable laws, decisions and orders of the Conimission. Such
requirements are appropriate to ensure that consumers are provided with mechanisms

to protect themselves from unfair or abusive marketing practices. (See PU Code

-12-
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Sections 391‘(3)(2) and 394.4(h).) Should any of these marketing entities violate any of

these provisions, we will hold the ESP accountable.

B. General Reglstration Requirements
SB 477 made several changes to the ESP registrauon requlremenls as enacted by

AB 1890 and adopted in D.97-05-040.

in D.97- 05-040 at page 59, we stated that an BSP ”reglstrant shall be  obligated to
inform the Commission in writing within 30 days of any changes t6 the registration »
form.” Section 304.1(d), which was added by SB477, requires that the registered ESPs
“update the ESP regis{raﬁoh iﬁfOrmatfbn réquired by pa‘ragraphs (1) to (10) of Section
394(a) within 60 days if there is any material change in the information that was
previously provided. Any material changes to any other mermatuon requu-ed Ly
Article 12 of Chapter 2. 3 of the Public Utilities Act (P.U. Code Section 394 et seq.) are to
be updated annually. Due to this statumry change, Otdenng paragraph 5i.(1) and the
text at page 59 of D.97-05-040 need to be changed to reflect the 60- -day revlsion period.

Based on Section 396(d) in AB 1890, the Commission stated in D. 97-05 040 at
page 59 that the ESP “registration requirement shall terminate on ]anuary 1, 2002,
unless extended by a later enacted statute.” SB 477 amended Section 396 by deleting the
January 1, 2002 termination date. Thus, the ESP regis‘tfation requirement and the other
consumer protection safeguards in Article 12 of Chapter 2.3 of the Public Utilities Act
are to ¢ontinue indefinitely. Page 59 and ordering paragraph 5.i.(4) of D.97-05-040 need
to be modified to reflect this change.

We will make the above changes as part of the ordering paragraphs of this

decision.

' Section 396{d) as added by AB 1890 states: “This article {Article 12, Consumer Protection) shall
remain in effect only until January 1, 2002, and as of that date is repealed, unless a later enacted
statute, that is enacted before January 1, 2002, deletes or extends that date.”
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C. Changes To The Registration Form
A number of changes have been made to the ESP registration application form as

a result of the statutory changes and the staff’s ongoing experience with the registration

process. A copy of the revised ESP registration ,applic’a’tion form is attached to this
decision as Appendix A. The changes madeasa restilt of Section 394(a)(9) and (10) are

discussed in the following section.

The ESP registration application form was initially adopted in D.97-05-040. That
form was based on the requirements of forn’ler Section 394(a) as added by AB 1890.
Former Section 394(a) only required that the reglstrant provide its legal name, current
telephone number, ¢urrent address, and the agent for service of process. In addition to
* those four items, the Commission approved the use of an ESP form that required the
registrant to provide answers to a seri¢s of other pertinent inquiries, and réQuired the
fegistrant to verify the form under penalty of perjury. (D.97-05-040, pp.5 57-59.)

The Comrmssxon stated in D. 97~05~040 that the Legislature was “also considering
some other bills which would require reglstrants to disclose other items on the
reg:strahon form.” In recognition of that, the Commission stated: “Should these
additional items be added in the future, the Commission may require reglstrants to
supplement or update their registration form.” (D.97-05-040, p. 59.) In adopting the ESP
registration process set forth in former Section 394, the Commission ordered that all
registered ESPs “shall abide by whatever consumer protection rules the Commission
may adopt in the future.” (Id,, at p. 95.)

The Legislature subsequently passed SB 477, which was approved by the
Governor on August 15, 1997, That legislation, which had immediate effect, repealed
Section 394 as added by AB 1890, and added a new Section 394. Section 394(a) requires
that as a precondition to registration, that the registrant provide the following:

“(1) Legal name and any other names undet which the entity Is doing

business in California.

“(2) Current telephone number, |

#(3) Current address.
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“(4) Agent for service of process.
“(5) State and date of incorporation, if any.

*(6) Number for a customer contact representative, or other personnel for
receiving customer inquiries.

“(7) Brief description of the nature of the service being provided.

*(8) Disclosure of any civil, criminal, or regulatory sanctions or penalties
“imposed within the 10 years immediately prior to registration, against
the company or any officer or director of the company pursuant to
any state or federal consumer protection law or regulation, and of any -
felony convictions of any kind against the company or any officer or
director of the company. ' ' b

“(9) Proof of financial viability. The commission shall develop uniform
standards for determining financial viability and shall publish those
standards for public comment no later than March 31, 1998.In '
determining the financial viability of the entity, the commission shall
take into account the number of customers the potential registrant
expects to serve, the number of kilowatt hours of electricity it expects
to provide, and any other appropriate criteria in order to ensure that
residential and small commercial customers have adequate récourse
in the event of fraud or nonperformance.

“(10) Proof of technical and operational ability. The commission shall
develop uniform standards for determining technical and operational
capacity and shall publish those standards for public comment no
later than March 31, 1998.”

In recognition of the SB 477 ¢hanges, the ESP registration application form was
revised and AL] Wong issued a ruling on November 7, 1997, informing all ESPs

registered as of that date, of the revised form. The revised form was attached to the

ruling. Al registered ESPs were given until December 15, 1997 to supplement their

original filing by submitting a completed revised application form.

* Proof of financial viability, and proof of technical and operational ability, are discussed in the
section which follows.
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As a result of the staff’s experience with the ESP regisiration process, and the
interim standards that we adopt regarding financial viability, and technical and
opefalidnal ability, we have made further revisions to the ESP iegistration application
form, as shown in Appendix A. These revisions are discussed below. . |

We have renamed the reglstrahon apphCahon form to make it consistent wllh
our referenCes to ESPs rather than to “non- -utility service providers.” ,

On line number one, we have consolldated the requests regardm’g the use of
fictitious business names. All ESPs who aré using a fictitious buSmess name will be
required to provide proof that they have made the appropriate filings required by law.

Line numbers 2 and 11 have been revised to reflect possible differences between
the ESP’s mailing address and the ESP’s physical stréet location of the business. Some
ESPs may be using a mailing address only, such as a post office boxla'ddresjs‘., Ifa post
office box or some othet mailing address is used, we will requite that a street address

also be supplied. Tt is important that the Commission have both addresses in case

problems arise with an ESP..

Line number four of the form has been revised to reflect that “other” forms of
entities can register, and that a govemmental entity can register as well. Additional line
items have been added to the registration form for the “other” and “government entity
categones These line items seek information about the type of entity, and the officers or

"

managers of these kinds of entities.

For line number five, registrants who are a not California corporations, limited
liability companies, or limited partnerships, will be required to attach a copy of the
certificate from the California Secretary of State which permits the entity to transact
business in California.

‘Line 11 requires corporate registrants to disclose all persons or entities that own,
control, or hold ten percent or more of the outstanding voting securities of the
registrant. Line 12 requires all registrants to disclose all affiliated entities of the
registrant. A definition of “affiliate” is provided in the “Notice” section of Appendix A.
That definition is based upon the definition of an affiliate that is ¢contained in the

affiliate transaction decision, D.97-12:088. Disclosure of ownership and affiliates will

-16-
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enhance the Commission’s ability to determine technical and financial viability, monitor
concentration of market power, and avoid entry into the market of suspect entities or
persons.

Line number 14 has been revised to obtain more information about the ESP, the
type of custoner class being served and the geographic area that the ESP plans to
serve.! Line number 14.e. and 14.f reflect the requiiements of Section 394(a)(9). E

Line number 15 reflects the p;oof of technical and operational ability as required
in Section 394(a)(10), as well as proof of financial ability, as discussed in the next _
section. Line number 16 solicits additional proof of technical and operational ability by
requiring information about the relevant work experience of key personnel and of the

other companies who may be performing metering or billing services on the ESP’s
behalf. Line number 17 is also designed to capture information that reflects on the ESP's

technical, operational, and financial capabilities. |

Line number 20 has been separated into two distinét parts. The two pa}ts
conform to the requirement set forth in Section 394{a)(8).

We have also added a notice to the registration application form that informs
prospective ESPs of some of the requirements that all registered ESPs must abide by. In
addition, we have refined the declaration to ensure that the ESP has read the notice, and
that all of the information submitted in connection with the ESP application is true and
correct.

As noted above, Section 394(a)(8) requires that the registrant disclose any
criminal convictions having to do with consumer protection law or regulation within
the 10 years immediélely prior to registration, and any felony convictions of any kind,
against the company or any of its officers or directors. Section 394.1(c) provides that the
Commission may deny an ESP application for registration if the applicants or their

officers or directors have any such criminal convictions or for falture to disclose them.

* This line nuinber was originally added to the registration form by the November 7, 1997 ALj
ruling in response to the revisions made to Section 394 by SB 477.
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In order to enable the background checks contemplated by the legislation and verify the
accuracy of information supplied by registrants, we will require all ESPs to provide to
the Commission a full set of fingerprints of their directors and officers. The fingerprints
will be subnitted to the Department of Justice for that agency to conduct a state
summar"y criminal history check, and to forward to the Federal Bureau of Investigation
for a national criminal history record gheck! This inf;)rmétién will be treated as highly
_confidential. The Executive Director shall develop internal .;afegua'r‘ds‘ to protect the
confidential nature of this faterial and protect the mdmduals privacy. |
- We conclude that the revised form prowdes the neCéssaxy information required

by Section 394, and that the format of the formis comistent with our authonty in
Section 394 4(h) to adopt additional consumer protection standards Effective today, all
prospective ESP reglstrants shall use the revised reglstrauon apphcahon form set forth
in‘Appendix A. In order to faclhtate background checks we wnll also’ requlre all ESPsto
submnt the original and three ¢opies of the completed registration apphCahon form and
all reqmred information.

Al ESPs who have prewously recewed an ESP reglstrahon number shall be
required to complete the revised registration application form and submit all requnred
documents to the Energy Division. These registered ESPs will not be requnred to submit
another $100 registration fee with their rewsed forms. All regnstered ESPs shall be
required to update the information within 90 days from today. The faiture of an ESP to
submit the revised form together with the required information will lead to a
suspension of the ESP’s registration 100 days from today. The Energy Division shall be
responsible for monitoring the compliance of the ESPs. Should an)} ESP fail to comply
within the time allotted, the Energy Division shall take the necessary steps to suspend

’ Altemauvely, a prewou sly registered ESP may choose to be placed on inactive status as -
described in Section IV.F.4 or it may request that its ESP registration be cancelled as discusséd
in Section 1V.D.5.
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the ESP.* In 100 days from today, the Energy Division shall also inform the UDCs of the
status of these ESPs. This is necessary so that the UDCs are aware of which ESPs are in
full compliance with the registration requirements adopted in this decision. The AL}
ruling that is to be sent to all registered ESPs shall inform the ESPs of the above

réquirements.

D. Financlal Viabliity And Technlcal And Operatlonal Abllity

1. Introduction |

As noted _a'bové, SB 477 revised the fype of information that each ESP
must submit in order to be registéred by"thé Cbmmissioﬁ as an ESP. Two of the new
requirements are proof of financial viability and prOéf of technical and opeiaiioml
ability. These requiréments are found in Section 394(a)(9) 'a'n;i "(1,_0)'.

~ 5B477 did not pfescﬁbé uni'fOrrii'sta.ndards for détér‘miﬂih’g an ESP’s |

financial viability or technical and operational capabilities. Instead, SB 477 directed the
Commission to déveldp uniform standards and to “publish those standards for public
comment no later than March 31, 1998.” In accordance with that directive, the
November 7, 1997 ALJ ruling invited interested paﬂiés to file written comments on
what type of standards and criteria the Commission should adopt as proof of a
registrant’s financial viability and technical and operational ability. Comments were
filed by the CEC, Enron, PG&E, ORA, and Edison.

Parties had a further opportunity to comment on the proof of financial,
technical and operational capabilities when the draft decision was mailed on March 6,
1998. Sections IV.D.3,4 and 5 incorporate some of those comments. Pursuant to Section
394(a)(9) and (10), the public will have another opportunity to comment on the
proposed final standards that are set forth in Section IV.D 4.

*Since the registration process Is an exercise of the Commission’s licensing function, any non-
compliance with the registration requirement could lead to a suspension of an ESP’s
registration number by the Energy Division until such time the ESP has complied with the
registration requirements. (S¢e Section 1V.F.3.)
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2. Comments On Criteria
The CEC proposes a two-stage registration process.’ The first stage, which
the CEC refers to as provisional registration, would require the ESP to satisfy all
registration requirements except for a demonstration of the ESP’s technical and
operational ability. The iarovisiOnal registration stage would allow ESPs to market to
end-use customers and to enter into ¢contingent direct access arrangements.
For the first stage, the ESP would have to show proof of ils financial
~ viability. The CEC believes two concerns were expressed in Section 394(a)(9), adequate
Capltahzat:on and recourse for customers damaged as a result of fraud. The CEC
contends that an ESP’s level of capitalization should be commensurate with the cash
flow needed to do business as an ESP. If the ESP is‘insuf'ficient.ly capitaliied,r it won't be
able to provide the resources necessary to function as an ESP Rather than developing a
‘new capltahzatmn requirement, the CEC recommends that the Commission use the
creditworthiness requirements that have already been authorized in D: 97.10-087. Those
requirements are ¢ontained in Section S of the UDCs'’ direct access tariffs which were
appended to that decision as Appendix A. Thus, to prove financial‘viabilit);, the
prospective ESP would have to satisfy the creditworthiness standard of a sihgle uDC
by submitting a copy of the signed service agreement.
In order to protect consumers from fraud, the CEC recommends that the
ESP’s be required to post a bond of between $200,000 and $1 million, depending on the
number of customers and the number of kWhs served. The CEC envisions that this
bond will be used to compensate customers who have been damaged as a result of an
ESP’s misconduct.
~ After the ESP receives its provisional registration, the CEC proposes that
the ESP be given a limited period, such as 90 days, to complete the second stage. The
second stage would require the ESP to demonstrate its technical and operational ability.
The CEC proposes that this demonstration consist of two elements. First, the ESP would

* Commissioner Michal C. Moore of the CEC disséntéd from the CEC’s ¢comments.
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be required to have a signed service agreement with a UDC, and with any scheduling
coordinator (SC) or other service provider it intends to utilize. After the submission of
these agreements, the second element would be a demonstration of the ESP’s abilities
through operational interface testing. The CEC proposes that if the testing is successful,
then the ESP could become fully registered and could begin to serve customers as soon
as its DASRs are processed.

As part of the ESP’s demonstration of technical and operahonal ablhty,
the CEC also recommends that the ESP provide ewdence of its computer processing
capabilities. The CEC believes that this evidence should consist of the following: a
statement of who the key staff resources are and what experi¢nce they have with-
processing large volumes of customer account data; a deSCnptlon of the ESP’s computet
processing capabilities; and a description of the electronic data exchangé capabilities
with other market participants. The CEC also recommends that an ESP provlde
evidence that it has sufficient customér service persomel to answer telephcme mqumes
for the scale of operations that it anticipates.

Enron proposes that thése ESPs who have been authorized by the
Independent System Operator (ISO) to act as SCs in California be deemed to have the
necessary financial viability and technical and operational ability. Enron points out that
the ISO has in place an extensive process for screening SCs. The ISO requires the SC to
have an approved credit rating, or a financial guarantee must be posted. The 15O tarift
also requires SCs to have specified computer software, and testing and auditing of
relevant communication and instrument systems. Enron asserts that the activities of a
SC at the 1SO level are comparable to, if not greater than, the financial magnitude-and

technical complexity required of ESPs. In Enron's opinlon, allowing an ESP to be

deemed qualified by virtue of its authorized status as an SC will “conserve resources,
redice administrative burdens on market entrants and streamline the entry for new
competitors into the California electric market.”

ORA states that an ESP’ s colledmn of funds from customers may pose a
financial risk to customers if the ESP fails 0r if an ESP takes the money without

providing any services in return. In order to ensure that “residential and small

251 -
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commercial customers have adequate recourse in the event of fraud or
nonperformance,” ORA believes that the ESP must show proof of financial viability.
ORA proposes that this proof can be demonstrated in one of three ways. The first
method is to have the ESP provide documentation showing a credit evaluation from
Moody’s of “Baa2” or higher, or an evaluation from Standard and Poor’s, Fitch, or Duff
and Phelps of “BBB” or higher. ORA states that this first method is {dentical to what is
¢ontained in Appendix A of D.97-10-087. ' ,

The second method is to have an ESP provide a sécurity deposit thatis -
sufficient to cover one half of the expected sales price of the kWhs that the ESP forecasts
it will sell to small customers over a 12 month period. ([# of kWhs per month x # of
customers x 12 months x price per kWh] divided by 2.)" ORA proposes that the security
deposit can take the form of a cash deposit, a letter of ctedit, a surety bond, or a

guarantee from a guarantor who has a cr”ed'it"r’ating of Baa2 or higher from Mbody's or
a rating of BBB or highet from Standard and Poor’s, Fitch, or Duff and Phelps. ,
' The third method of proving financial viability is to have the ESP procure

a financial guarantee bond. The financial guarantée bond isto be ata level sufficient to
provide adequate recourse for customers in the event of fraud or nonperformance. ORA
states that the bond amount could be based upon sales volume and any amounts that
the ESP collects by way of deposits or advance payments.

On the proof of technical and operational ability, ORA recommends that
the Commission focus on the capabilities that ESPs need in order to interact with
customers, the UDCs, and other market participants in a timely and efficient manner.
ORA states that in order to transact business, the ESP must have a signed service
agreement with a UDC and an agreement with a scheduling coordinator. ORA

recommends that the Commission require an affirmative declaration from the

* ORA uses the following example: forecasted average sales of 500 kWh per monthatan
average of three cents per KWh for 1000 customers. In that example, the deposit would amount
to $50,000. '
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registering ESP that it has signed such an agreement. The declaration could be
submitted when the ESP first fegisters or at the time of any required update, or within
three months after registering with the Commission. ORA also recommends that if an

ESP intends to actis its own SC, the ESP must declare that it has signed a service

agreement with the 1SO. .
ORA also proposes that as another COndmon of reglstralton, the ESPs

provide the Section 394.5 notice to the Commission. In addition, ORA’s comments
mention the marketing of envm)nmentally fnendly power, bill formatting issues, and
the use of electronic data interchange (EDI) standards for transferring documents by
electronic means. All of these issues are discussed later in this decision except for the
EDI standards. The EDI staridards are an isste that should be addressed in any
followup efforts regarding fetail settlements and information flow.

| With respect to proof of financial viability, PG&E proposes that, at a
minimum, the standards should ensure that in the event the ESP goes out of Business,
customers would have any deposits or pre-payments returned. The standards should
also ensure that an ESP is capable of discharging any other liabilities that it may have to.
its customers. N

PG&E proposes that there should be multiple ways in which an ESP can
satisfy the financial requirements. An ESP registrant should be allowed to demonstrate
either bonding or insurance coverage in an amount sufficient to cover some reasonable
level of exposure to customers in the event of the ESP’s default. The coverage should be
based on the number of customers the ESP expects to serve, and the number of kWhs of
electricity that the ESP expecis to provide. An alternative to the bonding or insurance is
if the ESP can show that it has been approved by the UDC under the creditworthiness
standards imposed by D.97-10-087.

If an ESP cannot demonstrate financial viability, PG&E suggests as a third
option that the ESP be given a provisional registration, but be required to disclose to all
potential customers in writing that it has not demonstrated financial viability according
to Commission standards. Such a notice should alert potential customers to the

potential for uncompensated harm if the ESI” goes out of business.

-230
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Regarding the requirement of proof of technical and operational ability,
PG&E questions whether the standard should apply only to the ESP’s ability to provide
eleclricify, or if it should apply to other services such as metering and biliing. PG&E
points outs that the Commission has already established technical standards that
govern an ESP’s ability to engage in direct access and related services. PG&E does not
believe that the registration standards should duplicate those other standards. Instead,
the registration standard should focus on the ESP’s capacity to provide electric supply.

PG&F states that in order to provide electric supply, an ESP will need to
have ¢ertain contractual arrangements, regulatory appri')_vals and busiﬁess processes in
place. PG&E points out that some ESPs may have legitii';iate reasons for not finalizing
some of these arrangements until after the ESP has secured a customer base. Ata :
minimum, PG&E believes that the ESP should affirm under penalty of pequry that ll
has or will have all of the necessary regu!atOry approvals to pmvide power to its
customers, should provide the name of the SC, and should fumish customer sennce ,

information.

PG&E states that in developing the standards for operational and
technical abiiity, the Commission should recoghiie that the potenkial'harm to
consumers from an ESP’s failure to perforrh will be monetary. The UDC or another ESP
will take over service to the customer should the ESP fail. Thus, slﬁ)ng financial

viability requirements can reduce the need for procedures and requirements for

examining an ESP’s operational capability.

*  Edison proposes a provisional registration process, followed by a later
review of the ESP’s operations, customer complaints, and compliance éapabilities.
Edison proposes that the provisional r‘égistration period last for six months. During that
period, the Commission would review the ESP’s techni¢al and operational capabilities,
as well as the number of complaints against the ESP. If no problems are detected during
that review process, the ESP would be issued full registration at the end of the review
process. _ » |
In order to obtain provisional registration, Edison would require the ESP

to prove its financial viability. Edison proposes that the ESP be required to demonsirate

<24 .
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that it has been approved by a UDC under the creditworthiness standards imposed in
D.97-10-087. The ESP would also be required to prove its technical and operational
ability. Edison recommends that this proof consist of all licenses, permits, or other
evidence of qualification. This could include such things as a license from the Federal

Energy Regulatory Commission to engage in competitive power marketing,

- contractor’s licenses, an SC contract, or contracts pertaining to billing, meter data

management or meter service providers.

3. Discusslon

We do not favor the provisional reglstratlon process suggested by the
CEC and Edison. The CEC’s proposal would allow an_ESP to enter into a'contingent
direct access arrangement. This cteates uncenainty because the customer is put into the
position of not knowing whether the ESP it selected will be able to arrange for the
delivery of elecmcnty In this developing market, that kind of uncertainty is not needed.
As for Edison’s  proposal, the Commission can, as discussed in this decision, take action
to investigate, suspend or revoke an ESP’s registration. There is no need to issue a
provistonal registration, conduct a subsequent evaluation, and then decide whether to
issue a permanent registration number.

We can accomplish the same goals of a provisional registration process by
requiring a prospective ESP to meet certain conditions before registering. These
conditions would center around thé financial viability and the technical and operational
ability criteria ¢contained in Section 394(a}(9) and (10). These criteria, to a large extent,
are already contained in our direct access decisions. In D.97-05-040, the Comnission
recognized that procedures would have to be put fr place to allow customers to switch
from bundled utility service to direct access service, to install meters and develop
metering standards, and to address the information flow needed to support the
settlement process among all the market participants. In D.97-10-087, the Commission
adopted the direct access tariff provisions set forthin Appendix A of that decision.
Among other things, that decision set forth the following: the process for how -
customers are to be switched; how the switch is to be verified; the types of services that
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ESPs can offer; the standards that the ESPs must nicet in order to provide those

services; billing service options and the credit requirements associated with providing -

billing; and the r’équirenients that the ESP must sétisfy before being per‘fnittcd to

provide direct access. c .
| ~ Section D of Appendix A to D.97-10-087, which is entitled “ESP Service
 Establishment,” lists the following five requitentents that the ESP must satisfy before an
ESP can provide direct access service in the UDC's service territory:
“(1) All ESPs must submit an executed standard Energy Service
Provider Agreement (UDC-ESP Service Agreement) in the
- form attached hereto!

»(2) The ESP must warrant to the UDC that the ESP has registered
with the CPUC if it intends to serve small customers and has
selected an Independent Verification Agent (IVA) forall
transactions for which independent verification is required by -
law. o -

“(3) The ESP must satisfy UDC credit-worthiness requirements as
specified in Section S, Credit Requirements.

“(4) The ESP must sat’isfy applicable CPUC Electroni¢ Data
Exchange requirements ...

“(5) If the ESP will be offering Consolidated ESP Billing services,
Meter Services ot MDMA Services, the ESP must demonstrate
the ability to perform the functions required by this Rule. The
UDC will continue to provide those services until compliance
testing has been completed. The ESP’s failure to complete such
compliance testing shall not affect its ability to provide electric
power to customers.”

Al of the parties who commented agree that an ESP will need to enter
into a service agreement with the UDC and that the ESP will need to arrange for an SC

to schedule the ESP's loads. The UDC-ESP service agreement, the direct access tariff
provislons that the ESP must abide by, and the agreement with an SC, all have

" The UDC-ESP Service Agreement was attached to D.97-10-087 as Appendix B.
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requirements which make it necessary for the ESP to have some level of technical and

‘operational experience in energy transactions. (See D.97-10-087, D.97-12-048,
D.97-12-090.) _
Requiring an ESP to have a signed UDC-ESP service agreement before it

 can file an application to register to serve residential and small commercial customers
will screen out a large number of entities who lack the needed technical and operational
skills to successfully operate as an ESP. Experience in marketing, customer relations,
procurement of electricity, metering services, blllmg. and informahon exchange areall -
needed skills that an ESP must have in order to meét 1ts obllgatlons under the service
agreement, the direct access tariff provisions, and its relattonshrps with other vendors
that the ESP may utilize. In addiiion, such a reQuifenien; will assist inscreening out
potential ESPs who lack financial resources due to the creditworthiness requitement
that a UDC fmay impose on the ESP if the ESP elects to offer ¢ertain kinds of billings
options. (D.97-10-087, App. A, Section S. )

We recogr\ize that requmng a UDC ESP service agreement prior to
registration is no guarantee that the ESP is capable of performmg. However, this
requirement will cause a potential regist'rant_to seriously consider whether it wants to
be a registered ESP since the service agreement provides that the ESP “represents that it
is and shall remain in compiiancé withall applicable laws and tariffs, including
applicable CPUC requireient.” (See D.97-10-087, App. B, Section 2.1.)

Similarly, an ESP’s agreement with an SC also requires some level of
technical and operational competence on the part of the ESP. The ESP needs to know
what the ESP’s load is at various times of the day, how to procure the electricity in
order to satisfy its load, and what procedures it must follow to interface with the SCin
order to have the ESP’s purchases transported and delivered to the end-use customer.
In addition, the SC must meet certain financial requirements as set by the ISO. These
financial requirements are necessary to ensure that the SC is in a position to bear the |
financial risks arising from the risks from load imbalances. To minimize the SC’s |

financial exposure for load imbalances that may occur as a result of an ESP’s incorrect
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forecast of supply or demand, the SC will undoubtedly require the ESPs to meet certain
financial requirements of its own. '

Requiring an ESP planning to market to residential and small commercial
customers to have a signed UDC-ESP service agreement before it is allowed to apply as
a registered ESP will help to ensure that the prospective ESP has some technical and
operational experience in energy transactions and in business, and that it may have met

some financial eriteria established by the UDC. An ESP’s agteement with an SC will

also indicate that the ESP has met the SC’s criteria. However, the SC égr’eefne‘nt is likely

to be lower on the ESP’s priority list than sigatng the UDC-ESP service agreement. That
s because the ESP must execute the UDC-ESP service agreement before an ESP can sign
up a customer and submit a DASR on the ¢ustomer’s behalf. (D.97-10-087, App. A,
Section D.} Although the ESP must disclose the SC to the UDC as part of the direct.
access tariff, it is the abiiity of the ESP to market and sign up customers that dictates
whether an SC agreement needs to be signed.

Further proof of an ESP’s technical and operational experience ¢ould come
from a requirement to disclose the names of the key personnel involved in the business
and to provide a description, including the time period, of each person’s experience in
the sale and procurement of energy services or similar products.” If the ESP is
planning to offer metering or billing related services, a description of each key person’s
experience with those services would be useful as well. Otherwise, the names of the
companies providing the metering and billing services on behalf of the ESP should be
disclosed, as well as that company’s experience in those areas. Due to the technical and
operational issues inherent in the electri¢ industry, an ESP who enters into a service
agreement with the UDC needs some level of experience in this field. Requiring that
experience to be disclosed on the ESP registration application form will provide an

" The reference to “key personnel” means those individuals who have the primary
responsibility for the day-to-day responsibility for the technical and operational aspects of the
business. Itis not our intent to have an ESP list every single employee that is involved in these -
aspects of the business.
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additional check on the ESP’s qualifications. If a prospective ESP is able to sign a service
agreement with a UDC, but the description of the key personnel reflects that the ESP
has little or no experience in the above-described areas, the Energy Division should
recommend to the Executive Director that the registration application be denied in
accordance with the procedure set forth in Section 394.1. i

As ORA points out, additional proof of an ESP’s technieal and operational
abihty will come from the develOpment of the Section 394.5 notice, which is discussed
later in this decision. In order to develop the notice, the ESP will need to give serious
consideration to all of the prices, terms, and ¢onditions of the services that the ESP plans

to offer to residential and small commercial ¢ustomers. Since this notice must be ‘

provided to the potential customer prior to the commencement of service, the notice

provides additional assurance that the ESP has developed a business and marketing
' strategy. By requiring that the notice be provided to the Cbmmis'sion at the time the
first residential or small commercial customer is signed up, or beforehand, the
Commission is made aware of the prices, terms and conditions that the ESP plans to
offer. If the prices, terms and conditions are radically different from other competing
ESPs, the Energy Division will be in a position to monitor the ESP’s activities for any
wrongdoing.

The Legislature has directed the Commission to consider “the number of
customers the potential registrant expects to serve, the number of kilowatt hours of
electricity it expects to provide, and any other appropriate criteria in order to ensure
that residential and small commeércial customers have adequate recourse in the event of
fraud or nonperformance.” (P.U. Code Section 394(a)(9).) As pointed out by some of the
commenting parties, this phrase seems to suggest that the Legislature intended that a
mechanism be developed which ensures that customers have some ability to recoup
their financial losses shoutd an ESP defraud customers or go out of business. The other
purpose behind the financial viability requirement appears to be that the ESP should
have sufficient capital to fund its operations. | |

The credit requirements adopted in Section S of Appendix A of
D.97-10-087 were intended to address the creditworthiness of the ESP. The credit
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requirements were tied to the premise that the ESP should have sufficient funds to pay
amounts that might be owed to the UDC where consolidated billing is performed by the
UDC, or where the ESP is responsible for consolidated billing. If the ESP decides to put
up a security deposit instead of having a credit evaluation done, the deposit is to be
posted with the UDC. A deposit posted with the UDC does not necessarily provide
customers with adequate recourse should the ESP fail to provide service.

An appropnate mechanism 6 ensure that customers have adequate
recourse is to require ESPs serving residential and commercial customers toposta
security deposit with the Commisston. In order to make the restructured electric market
available to all different sizes of ESPs, the size of the security deposit should depend on
the number of customers.

 The CEC and ORA proposed different methods for calculating the size of
 security depOs:ts The CEC’s proposal appears to be unrelated to the number of

customers and kWhs. The ORA method appeared to be a more reasonable method of
calculating the size of the security. déposxt because the size of the secunty deposit was to
match the size of the ESP, and 10 account for the number of customers and the forecast
of XWhs to be sold. The draft decision originally proposed that ORA’s method, as -
explained in Section IV.D.2, be used as the proposed final standard, subject to a
minimum deposit of $25,000. A number of parties pointed out that ORA’s method
¢ould result in a sizable deposit which would deter new entrants and would amount to
an undue burden. In ORA’s comments to the draft decision, ORA agreed with the
comments of the ESPs. ORA now remmmends that ESPs post $25,000 or if the ESP
collects deposits from customers, that a minimum of $100,000 should be required. ORA
also states that the Commission might consider imposing a ceiling on the amount of the
required deposit.

The Commission should adopt a requirement that every registered ESP
post a minimum securily deposit. As the number of customers and the number of
kWhs served increase, a higher cash deposit than the minimum security deposit

should be required. If the number of customers increases over lime or the number of

kWhs served increases, as reported in the standard service plan filing, the size of the
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security deposit could be adjusted when the standard service planis filed. Toavoid an
unnecessarily high security deposit, the Commission should cap the security deposit at
some reasonable level that is commensufate with the size of the company and the
number of customers served.

Requiring a security deposit shows proof that the ESP registrant is
financially viable, and that adequa"te recourse will be available to residential and small
commercial customers in the event of the ESP’s fraud or non-performance. This
security dep051t should apply to all registered ESPs regardless of whether the ESP.
requires its customer to place a deposit. By scalmg the security deposit to the size of the
ESP, this will further ensure the financial viability of the ESP, as well as ensuring that

there is adequate recourse available. :
Several of the parties suggest thatin lieu of a security depos:t the ESP be

allowed to provide alternatives. These include the followmg. a credit rating eQulvaIent
to what is éontained in Section 5.(2)(a) of Appendix A of D.97-.10-087;.‘a performance or
‘financial guarantee bond; or a guarantee by an entity with a Section 5.(2)(a) credit
rating. Enron also sugg’esté that an ESP who has been authorized by the ISO to actas a
SC be deerned financially quatified. In addition, some of the parti¢s suggest that the ESP
be allowed to establish a customer trust account that can only be used under certatn
circumstances.

In ofder to ensure that a ready source of money is available to customers
in cage of the ESP's fraud or nonperformaice, the Commission should require that all
ESPs planning to serve residential or small commercial customers post either a cash
security deposit or a financial guarantee bond with the Commission in the amount
required. In the alternative, an ESP should be permitted to open a customer trust
account in a format that is agreeable to the Legal Division and which ensures that
adequate recourse s available to customers should the ESP fraudulently deceive its
customers of fail to perform. Although proof of a credit rating that meets the Section
S{(2)(a) standards would provide some assurances that the ESP is solvent, the credit
rating does not guarantee that a'source of funds will be readily available should the ESP

act fraudulently or does not perform.
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4, Proposed Standards

In accordance with Section 394(a)(9) and (10), the Commission proposes to
adopt the following standards for proof of financial viability and proéf of technical and
operational ability for those ESPs who plan to offer electric services to residential and
small commercial customers.

(1) Before an ESP may apply for an ESP registration number, and for those
- ESPs who have already received an ESP registration number, the ESPs
are required to provide the Energy Division with a signed copy of their
UDC-ESP service agteements for each UDC in whose service territory
the ESP plans to do business. A C

-We note that this requirement should not result in a “Catch-22” situation
where the UDC refuses to enter into a UDC-ESP service agreement unless the ESP has

been registered with the Commission. ESPs who do not serve residential and smatl

commercial customers are still required to enter into such an agreement before the ESP -
_can provide direct access service in the UDC’s service territory. (D.97-10-087, A/pp. A,
Section D.(1).) Those kinds of ESPs ¢an execute an agreement without having to register
with the Commission. Section D(2) of the direct access tariff does require the ESP to
warrant that it has r‘égister’ed with the Commission if the ESP intends to serve small
customers and has selected an independent verification agent. However, their is no
condition that such an assurance must be provided at the time the UDC-ESP service
agreement is entered into. Instead, this warranty may be satisfied anytime before the
ESP provides direct access services in the UDC’s service territory. (Id., Section D.)

(2) Prior to signing up and initiating a DASR request on behalf of any
residential or small commetcial customer, an ESP will be required to
post a minimum cash security deposit (¢ashier’s check) or financial
guarante¢ bond in the amount of $25,000” with the Commission. In

 The $25,000 amount is a reasonable starting point for a minimum requirement. If the ESP
requires its customers to post a deposit, the $25,000 would represent the deposits of about 167
customers. This is based on the assumption of 167 ¢ustomers with an average electricity bill of
$50 per month. Since the maximum deposit the ESP ¢an require is three times the monthly bill,
the total deposit amounts to approximately $25,000.
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the alternative, the registered ESP may open a customer trust account
in that amount which is in a format approved by the Commission’s
General Counsel, and which ensures that residential and small
commercial customers have adequate recourse in the'event of the
ESP’s fraud or non-performance. The deposit, bond or trust account
shall be established when the Section 394.5 notice is first tendered to
the Energy Division. '

As the ESP’s number of customers inctease, the ESP shall be required
to increase its security deposit in accordance with the following
schedule: L

4 of Customers -~ - -Security Deposit Amount

1-250 -« ' $25,000

251-500 - $50,000

501-1000 $75,000

1001 + - $100,000

The ESP will be required to increase the amount of the deposit, bond
or trust account in accordance with the schedule above if the number
of customers reported in the standard service plan filing raises the ESP
to a different security deposit amount level.

If a cash security deposit is posted with the Commission, any interest
earned on the deposit would be returned to the ESP on an annual
basis.

(3) The ESP registration application form shall contain a section which
requests the applicant to name the key technical and operational
personnel, their titles, and a description, including the time period, of
each key person’s experience in the sale, procurement, metering, and
billing of energy services or similar products. If someone other than
the ESP will be doing the metering or billing on behalf of the ESP, the
names of the companles providing those services and their experience
shall be disclosed as well. If the applicant has been authorized by the
California ISO to act as an SC, this requirement is waived. The ESP
who has been authorized as an SC shall submit a copy of such
authorization as part of the ESP registration application form.

(4) Each registered ESP is required to submit a copy of its Section 394.5
notice to the Energy Division when the ESP signs up its first customer
or when the first standard service plan filing of the ESP is due,
whichever is earliest.
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(5) Each ESP is required to submit a copy of all of its SC agreements or a
signed declaration from each SC with which it has an agreement and
which states that the ESP has entered into a SC agreement with the
ESP. The copy or declaration shall beé submitted to the Energy
Division on or before the date when the ESP signs up its first customer..
If the ESP is an SC authorized by the California ISO, this requrrement

is waived. :

The Comrniss'ion invites comments on the proposed s!éndards Interested
persons may file and serve opening comments regarding the proposed standards wrth
the Docket OfflCP If any standards are proposed that differ from the Commlssi()n s
proposed standards, the COmmentmg party should provnde all pertment details of the o

tandards that it proposes. Openmg COmments shall be due 20 days from today. Any |
person may file and serve reply comments whrch shall be due 35 days from today.
Followmg the recetpt of comments, the COmrmssron wrll adopt permanent standards
for proof of fmancnal wabrhty, and proof of techmcal and operatlonal ablhty Should -

g the permanent standards drffer from the interim standards that we adopt today, all

ESPs may be requrred to prowde additional proof of financial viability and technical

and oPeratlonal ability.

5. Interim Standards
Consistent with the intent of the begrs!ature that consumers “should be

- provided with mechanisms to protect themselves from marketing practices that are
unfair or abusive,” the Commission should adopt interim standards for proof of
financial viability and proof of technical and operational ability. The interim standards
will ensure that all registered ESPs are financially, technically, and operationally
capable of conducting a business. Furthermore, the adoption of the interim standards
- wilthelp “to protect small consumers against deceptive, unfair, or abusive business
practices, or insolvency of the entity offermg retail electric service.” (P.U. Code Section
391(g)(2) and (3).) We adopt the following interim standards.

(1) Effective immediately, we confirm the Energy Division Ditector’s
action that all ESPs offering electric services té residential and small
commercial customers are required to have an executed UDC-ESP
service agreement with each UDC In whose territory the ESP is

-34.
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offering services. The ESPs who have been registered on or before
today are prohibited from marketing, advertising, or otherwise
offering for sale any electric services to these customers unless the ESP
has executed the service agreement. All ESPs who have been registered
on or before today shall submit a copy of the executed UDC-ESP
service agreement for each UDC territory in which the ESP plans to do
business. The copies shall be attached to the updated ESP registration
application form that each ESP regnstrant is required to complete and
submit as part of its supplemental registration information filing.

(2) Before an entity can apply to register as an ESP to offer electrical
services to residential and small commercial customers, the entity is
required to enter into a UDC-ESP service agreement with each UDC in
whose service territory the ESP is planning to offer electrical services.
A copy of each agreement shall be attached to the ESP registration
application form. Line number 15 of the form has been revised to
reflect this interim standard. |

(3) On line 16 of the ESP regnstralion app]ncahon form, each registered ESP
and all prospective ESP applicants shal) be required to provide the
names of the key personnel involved in the technical and operational
aspects of the business, their mles, and a desmpnon, including the
time period, of each key person’s expenence in the sale, procurement,
metering, and billing of energy services or similar products If
someone other than the ESP will be doing the metering or billing on
behalf of the ESP, the names of the companies providing those services
and their experience shall be disclosed. If the applicant has been
authorized by the California ISO to act as an SC, this requirement is
waived. If the ESP has been authorized by the I1SO to be an SC, the ESP
shall submit a copy of the authorization as part of the ESP registration

application form.

(4) Prior to signing up and initiating a DASR on behalf of any residential
or small commercial customer, a registered ESP is required to posta
cash security deposit (cashier’s check) of $25,000 with the Commission,
or to secure a financial guarantee bond in favor of the Commission for
that amount, In the alternative, the ESP may open a customer trust
account in that amount so long as the format of the trust account has
been approved by the Commisslon’s General Counsel to ensure that
residentia) and small commercial customers will have adequate
recourse to the moniés in the event of the ESP’s fraud or non-
performance. Al registered ESPs and all prospective ESPs are put on
notice that this security deposit requirement may change once final
financial viability standards are adopted by the Commission. All
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“currently tegnslered ESPs who have signed up or initiated a DASR on-
behalf of a residential or small commercial customer shall teader the
security deposit or bond to the Commission within 14 days. Should -
the customer trust account method be used, the ESP will be required to .
post the security deposit or bond pendmg the approval of the trust
acc0unt format by the General Counsel..

(5) Each regnstered ESPis requnred to submlt a COpy of fts Section 394.5
notice to the Energy Division when the ESP signs up its first customer -
_ or when the first standard service plan filing of the ESP is due,
~* whichéver is earliest. ESPs who have alréady entered into an-
- agreement with a residential or small commercial customer shall-
. submit the Sectnon 394 5 nﬁhce to the Energy Division within 15 days-
of today s date '

(6) Each ESPis requnred to submit a topy of all of its SC agreements ora
signed declaration from each SC with which it has an agreement and
" which states that the ESP has entered into a SC agreement with the
“ ESP. The copy or declaration shall be submitted to the Energy
Division on or béfore the date when the ESP signs up its first custormer.
* If the ESP is an SC authorized by the California ISO, this requirement
- is waived. ESPs who have already entered into an agreement with a
" residential or small commercial custoner shall submit the SC
agreement or the declaration as part of the ESP’s supplemental
reglstratmn information filing, unless the ESP is an authorized SC, in
’ Whlch case thls requlrement is waWed :

The Energy Division is directed to take all the necessary action to ensure
that these interim Standa'rds are complied with, and shall establish or coordinate all the

necessary work needed to effectuate these interim requirements.

If a currently registered ESP decides that it cannot meet the interim
standards, or that it no longer wants to offer electrical services to residential or small
commercial customers, the ESP may submit a request to the Energy Division-ESP
Registration, asking that its ESP registcation be cancelled or that it be placed on inactive
status as discussed infra. The Director of the Energy Division or his designeeis
delegated the authority to cancel the ESP’s registration upon such a requesl The effect
of such a cancellation is that the ESP shall no longer be a registered ESP and may not
offer electrical services to any residential or small commercial customer in California.
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The Energy Division shall notify all UDCs as soon as possible as to which ESP

registration numbers have been cancelled.

E. Sectlon 394.3 Fees _
In addition to the $100 registration fee that ESPs must pay when they register,

Section 394.3(b) provides:

“The commission shall annually determine the costs of administering the

registration program and other facets of consumer protection directly

related to the direct access transactions of registered entities, including the

cost for the dutles imposed pursuant to subdivision (¢) of Section 392.1. .

The commission shall only collect those costs not already being collected

elsewhere. Registrants who fail to submit to the commission required fees

or information upon which fees are calculated within 30 days of billing

shall be subject to a 15-percent penalty.”

It is unclear from the wording of Section 394.3(b) whether the Legislature
intended that the Commission should have the discretion to assess the ESP registrants
an annual charge to cover the costs of administering the registration program and other
facets of consumer protection. When read together, the three sentences of the
subdivision strongly suggest that the costs of the registration program and other
consumer protection activities should be collected from the ESP registrants on an
annual basis.

The first sentence of Section 394.3(b) seems to contemplate that the annual ¢ost be
determined before any fee is imposed. Thus, before we impose any additional fee, the
Commission needs to “annually determine the costs of administering the registration
program and other facets of consumer protection directly related to the direct access
transactions of registered entities, including the cost for the duties imposed pursuant to
subdivision () of Section 392.1.” The Executive Director shall be directed to have the
staff determine such costs and prepare a report, along with a proposed resolution
adopting this annual charge for the Commission’s consideration. In preparing such a
report, the staff must exercise caution in determining what costs should be included in
the calculation of the annual fee. The determination of the relevant costs should be

limited to only those itenis set forth in the first seatence of Section 394.3(b). On a going-
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forward basis, the Commission needs to be cognizant of the costs of activities that could

drive these annual costs even higher. Higher fees will disc’ourage new entrants from
entering the market, and is contrary to our goal of opening the electricity market to
more robust compehhon

This report shall be submitted to the Commlssmn by ]uly 1,1998." Itisour
intent to consider the report and resolution, and to adopt a charge that is to be imposed
on all registered ESPs no later than September 1, 1998, and on Séptémber 10of each
subsequent year.

This annual fee should not be imposed from the time the ESP registration process
- first began. Thatis because the sizé of the fee is unknown at this time. The uncertainty
of having a fee irﬁpbsed tetroactively could discourage participants from entering the
market to serve residential and small commercial customers. -

F. Denlal, éUSpeﬁs!on And Revocation Procedurés

1. Denlal Of Registration

SB 477 contains several references with respect to when the Commission
can Sﬁspehd or revoke an ESP’s registration. In addition, Section 394.1 contains detailed
procedures regarding the non-approval of an applicant’s request for an ESP registration
number. An explanation of these provisions is provided in this decision so that all ESP’s
are aware of the procedures that we will follow.

Section 394.1(a) requires that an ESP’s registration be deemed approved
and a registration number issued no later than 45 days after the information is
submitted. However, if there is evidence to support a finding that “the entity has
committed an act constiluting grounds for denial of registration,” the Executive
Director must make such a finding, and the entity is to be notified in writing of such a

finding.

~ "In accordance with Section 394.3(b) the report and proposed resolution are to be provided on
an annual basis. We shall direct the Executive Director to énsure that such a reportand
resolution shall be submitted to the Commission on or before July 1st in each succeeding year.
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~ The grounds for denying an ESP’s registraiiOn include those set forth in
Division 1, Part 1, Chapter 2.3 of the Code as well as the following;

“(c) The éommilssion may deny an appllcauon for registration in
accordance with the ptowsrcms of subdivision (b) on the
grounds that the entity or any officer or du‘ector of the enhty
has oné or more of the followmg '

- "(1) Been corwncted of 3 crime as descnbed in paragraph 8) of
subdwiswn (a) of Section 394 ,

"(2) Failure to makea sufﬁaent shOng w:th respect to
paragraphs (1) to (10), inclusive, of subdwnslon (a) of
Sectmn 394 ; L

' "'(3) Knowmgly made a false statement of fact in the
app11Cati0n for reglstranon

“The COmmlsslon may deny regrstrahon pursuant to thls ‘
 subdivision only if the crime or act is substantially related to°
the quahfrcahons, functions, or duties required to provide
 retail electrie service to end use customers of electricity or the
_ false statement s material to the registration application. ..
(P.U.Code Section 394. l(c) ) , , .
., Prior to the {ssuance of the Executive Director’s fi’ndihg) vfe shall require
that the Executive Director consult with the assigned Commissioners before such a
finding ié issued. This will provide a check on the Executive Director’s action before the
registration application is deriled. ‘
Once the apphcant is notified in writing of the Executive Director’s
finding, Section 394.1(b) provides that the documents submitted by the entity are to be
filedasa formal applrcahon for registration, an expedited hearing is to be noticed, and a
hearing is to be held within 30 days of the notification. Within 45 days after holding
such a hearing, the Commission is required to issue a decision on the registration
request based on the evidence presenlecl at the heanng ,
We will order the Drrectdr of the Energy Drwsrén to ensuré that the staff -
of the Energy Division, in conjunction wilh the CSD, Executive Director and the AL

Division, develop the necessary procedures required by Section 394.1.
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2. Suspension And Revocation

Sections 394(d) and 394.25 address the procedures that apply to the
suspension or revocation of an ESP’s registration for conduct specified in section
394.25(b). Section 394.25(a) sets forth the procedure for suspending or revoking an
existing ESP’s registration.” Section 394.25(a) provides in pertinent part:

“Upon a finding by the commission’s executive director that there

is evidence to supporta finding that the entity has committed an

act constituting grounds for suspension or revocation of
registration as set forth in subdivision (b) of Section 394.25, the
commission shall notify the entity in writing and notice'an -
expedited hearing on the suspension or revocation of the entity’s
registration to be held within 30 days of the notification to the
entity of the executive director’s finding of evidence to support
suspension or revocation of registration, which shall be based on
findings of fact and conclusions of law based on the evidence _
presented at the hearing. The decision shall include the findings of -
fact and the conclusions of law relied upon.”

‘The procedure contained in Section 394.‘25(3) is very similar to the

procedure for the denial of an ESP’s registration as set forth in Section 394.1(b).

| We have develOped some prel-imir’lary internal pr‘Oc’er&es for initiating the
Section 394.25(a) procedure. Much of the work leéding up to the Executive Director’s
finding under Section 394.25(a) will be left to the CSD. The CSD, whose function is to
protect consumers by ensuring that those cofnpanies subject to the Commission’s
jurisdiction are operating properly, will gather the evidence upon which any finding
will be based, in coordination with the Energy Division. The Director of CSD shall then
recommend to the Executive Director whether a Section 394.25(a) finding should be
issued. If the Bxecutive Director believes that there is evidence to support a finding that |
the ESP has committed an act constituting grounds for suspension or revocation, the

Executive Director shall notify the coordinating Commissioner for consumer

" Civil and criminal actions may also be taken against an ESP pursuant to Section 394.25.
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protection. If the coordinating Commissioner concurs, the Executive Director shall

then be responsible for notifying the entity of the finding and of the expedited hearing."
* The Executive Director shall then cause the Section 394.25(a) notice to be

filed with the Docket Office. The notice shall serve as the initiating document to open a

docket. The Chief ALJ shall ensure that these procedures are developed and reflected,

as appropriafe, in the Rules of Practice and Procedure.

We note that this procedure may be initiated even though the ESP is still

conducting its day- -to-day operahons The question raised by Se;tnon 394 25(a) is
‘whether the statute permits the Commlssxon to suspend an ESP’s registration upon
making the finding but before the hearing has been held and decnswn issued.

We do not beheve that the Leglslatute intended that an ESP’s reglstratlon
could be suspended pendmg a heanﬂg in most cases. The éXCephOn, whete suspension
pending a hearing is consistent with the requlrements of due process, arises whenan
ESP’s conduct jedpardlzes reliable electri¢ service, or otherwise threatens the safety, _
health and welfare of the public. (See PU Code Section 330(3) ) The right to suspend
the ESP regnstratmn on an interim basis does not violate due process when there is a

“compelling state interest and a tnmely hearing is provlded (Habrun v. Department of
Social Services (1983) 145 Cal. App.3d 318, 322. See Hodel v. Virginia Surface Mmmg &
Recl. Assn, (1981) 452 U.S. 264, 301; Boddie v. Connecticut (1971) 401 U.S. 371,378

* Section 394.25(b) specifically provides: “A registered entity may have its
registration suspended or revoked, immediately or prospectively” for any of the acts
enumerated in Section 394.25(b)(1), (b)(2) or (b)(3). (Emphasis added.)” Although the

" In the fourth line of Section 394.1(b), the subdivision states in part that the "¢ommission shall
notify the entity in writing and noti¢e an expedited hearing....” (Emp hasis added.) We interpret
this passage to mean that the Executive Director, on behalf of the Commission, shall notify the
entity and notice the hearing date. (See PU Code Section 308.)

” Section 394.25(b) provides:

“(b) A registered entity may haveits regnstrahon suspended or revoked,
immediately or prospectively, in whole or in part, for any of the following acts:

Foolnote continued on next page
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word “immediately” appears in subdivision (b}, we believe that the Legislature
intended that the Commission should have the authority to immediately suspend an
ESP’s registration on an interim basis prior to a hearing should it be inécéssary. -
However, this right to suspend on an interim basis should be exercised only when the
circumstances warrant an immediate suspension as described above.

The authority of the Commission to suspend on an interim basis is
consistent with the Legislature’s findings and declarations that “customers be protected
from unfair marketing practlces,” that there be "y system of registration and consumer
protection for theelectric industry” which is “designed to ensure sufficient protection .
for residential and small commercial ¢consuiers,” and that “{clonsumers be provided
with mechanisms to protect themselves from marketing practices that are unfair or
~ abusive.” (P.U. Code Section 391(c), [(3) and (g)(2).) Without the authonty to
immediately suspend an ESP's registration pending a hearing, an ESP engaging in
particularly abusive marketing practices could continué such practices untila

Commission decision was issued. The logic¢al and practical interpretation of Section

394.25(a), when read in context with subdivision (b) and Section 391, is that the
Commission can immediately suspend an ESP's registration when circumstances are
such that an immediate suspensioh is warranted. This temporary suspension procedure
is similar to the civil remedy of the issuance of an ex parte temporary restraining order,
(See Code Civ. Proc. Section 527.) A possible example of where an immediate

suspension on an interim basis ¢ould arise is if an ESP’s operations threaten to cause a

“(1) Makmg material misrepresentations in the course of soliciting customers,
enlenng into service agreements with those customérs, or administering those
service agreements.

“(2) Dishonesty, fraud, or deceit with the intent to substantially benefit the
registered entity or its employces, agents, 61 representalives, or to disadvantage
retail electric customers. :

"(3) Where the commission finds that there is evidence lhal the entity Is not
financially or operationally capable of providing the offered electric service.”
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failure in the grid system, since such a failure could pose a threat both to the reliability
of service and to the public welfare.

If we decide to immediately suspend an ESP’s registration using this
procedure, the suspension should only be temporary and a prompt post-suspension
hearing should be provided. Séction 394.25(a) provides for holding an expedited
hearing within 30 days of the notification of the Executive Director’s finding of evidence

to support denial of registration. It is our belief that this hearing date should be held as
soon as feasible, and as short as ten to fifteen days, especially if the ESP has been
suspended pending a hearing. This hearing will provide the ESP with an opportunity to
raise all issues relevant to the alléged violation. In all other cases where the Executive
Director issues a Section 394.25(a) finding‘that there is evidence of a violation of one of
the acts in Section 394.25(b), the expedited hearing provided for by Section 394.25 will

precede any suspension or fevocation.

Should the Commission temporarily suspend an ESP’s registration i’ariOr
to the holding of a hearing, we believe that a prOCedﬁre should be established which
permits the ESP to request that the tefn’pOrary suspension be lifted at the conclusion of
the hearing. Although this process is not provided for in Section 394.25, it permits the
assigned Commissioner pr‘esidiﬁg at the hearing to lift the temporary suspension
immediately after hearing all of the evidence subject to ratification by the full
Commission. (See Cal. Const,, Art. XII, Section 2.) Thus, should the Commission
temporarily suspend an ESP’s registration prior to the holding of a hearing, the ESP
may request of the assigned Commissioner at the conclusion of the hearing that the
temporary suspension be lifted pending the Commission decision. The assigned
Commissioner shall have the authority to set aside the temporary suspension and
reinstate the ESP's registration until the Commission issues its decision. Such a
procedure provides the assigned Commissioner with an opportunity to reinstate the
ESP should the evidence show that a temporary suspension is not warranted. This
procedure is analogous to the stageé in civil pkOcedL:rc where the request fora

reliminary injunction is granted or denied.
p ry
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Section 394.25 does not mention the opening of a formal {nvestigation. It
is our belief that the Section 394.25 procedure may be initiated by the Executive Director
and that a companion invéstigation need not be opened. In cases where suspension or
revocalion is contemplated, we anticipate using the Section 394.25 proceeding, rather
than taking other action such as opening an investigation. The Commission’s authority
to suspend or revoke under Section 394.25 includes the authority to issue lesser
penalties, such as fines or other sanctions, for violations of Section 394.25(b). (See PU
" Code Section 394.25(a).) However, should cifcumstances warrant, Section 394.2
provides that “[w]here the commission reasonably Suspects a pattern of customer
abuses, the commission may, on its own motion, initiate in\festigéiions into the
activities of entities offering gieétrical service.”

" The Director of CSD, in conjunction with the Executive Director and the
AL) Division, shall develop the appropriate procedures és.set_ forth in Section 394.25
and as discussed above. The ALJ Division shall oversee the process of incorporating ,
these procédu res in our Rules of Practice and Procedure.” CSD and the ALJ Div'is_ion'a

shall also develop the necessary notifications and directives that need to be conveyed to

the UDCs should a suspension or revocation of an ESP’s registration number be

issued.”
If an ESP’s registration is revoked, Section 394(d) provides:

" We recognize that the expedited hearings required by Sections 394.1 and 394.25 may conflict
with the SB 960 (Stats. 1996, ch. 856) requirements that are set forth in our Rules of Practice and
Procedure. Since both sections require that expedited hearings be held, and since SB 477 was
enacted after SB 960, the Commission and the staff will need to determine which provisions of
SB 960, if any, should apply to these kinds of expedited hearings. SB 960 and the expedited
hearings provided for in SB 477 should be harmonized where possible. If that is not possible,
then the tater enacted and more specific provisions in Sections 394.1 and 394.25 should control.

" The UDCs have suggested in thelr comments to the draft decision the various kinds of
procedutes that should be followed if a suspension or revocation of a registered ESP occurs.
Their suggestions should be considered in developing the appropriate procedures for dealing
with suspension and revocation scenarios.
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“Before reentering the market, entities whose regisiration has been

revoked shall file a formal application with the commission which

satisfies the requirements set forth in Section 394.1 and

demonstrates the entity’s fitness and ability to comply with all

applicable rules of the commission.”

Thus, if the Commission revokes an ESP’s registration, the only way in

“which the ES[”’s registration ¢an be reinstated is to follow the procedure set forth in

Section 394(d). The references to “shall file a formal application” suggests that the ESP
must file an application with the Docket Office, which will be formally docketed as an
application” proceeding. The application must be approved ina Commission decision
before the ESP’s registration ¢an be reinstated. ‘

3. Minlsterlal Suspénsion -

Section 394.4(h) provides authority for the Commission or the staff to
ministerially suspend ESPs who fail to provide the information required by SB 477 or
by the Commission. (See footnote 8.) This type of suspension ¢an occur if the ESP fails

to submit the fevised ESP registration form or any of the other documents required by
SB 477 or by the Commission. " |

This ministerial suspension is appropriate in light of the requirements of
SB 477. SB 477 tequires the ESPs to provide certain kinds of information and to do
certain things. For instance, Section 394.1(d) provides that the Commission “‘shall
require” registered ESPs to update Section 394(a) registration information within 60
days of any material change in the information provided. Section 394.1(d) also provides

that “material changes 1o any other information required pursuant to this article shall
be updated annually.” In addition, Section 392.1(a) requires ESPs to file with the
Commission descriptions of “the terms and conditions of any standard service plan
made available to residential and small commercial customers’.” Section 394.5(a)
requires ESPs “prior to the commencement of service, to provide the potenlial customer
with a written notice” deséribing, the ESP’s proposed service and its terms. Section
394.5(b) requires ESPs to “provide the Commission with a copy of the Section 394.5

notice as part of the standard service plans.

-45.
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The failure to comply with the above statutory directives is not a ground
for suspension under Section 394.25(b). However, the Legislatufe has indicated that the
Commission should have a means of enfor¢ing those requirements. For example,
Section 394{b) provides that if the registration filing is not timely supplemented, the
ESP’s registration shall be suspended. As the California Supreme Court has observed,

“whatever is necessarily implied in a statute is as much a part of it as that which is
expressed.” (Traverso v. Department of Transportation (1993) 6 Cal.4th 1152, 1163.)
“Thus, the provisions of Section 394.25 are not the sole means of suspending an ESP. .

The Legislature specificaﬂ} granted the Commission broad authority in

Section 394.4(h) to fashion additional consumer protection rules. That subdivision

_provides that the Commission “may adopt additional residential and small commercial
consumer protéction standards which are in the public interest.” An administrative
suspension procedure Is ¢onsistent with the !ggislativé declarations that “customers be
protected from unfair marketing practices and that market participants- demonstrate
their creditworthiness and technical expertise...” and that “consumers be provided with
mechanisms to protect themselves from marketing practices that are unfair or abusive.”
(PU Code Section 391(c) and (g)(2).) We therefore conclude that Section 394.4(h)
provides the Commission with the authority to develop rules for suspending ESPs who
fail to provide the Commission with the information required by applicable statutes or
by Commission order. The guidelines for this suspension procedure are described
below.

The failure of an ESP to submit information required by SB 477, or to
submit additional registration and marketing material ordered by the Commission, will
result in a suspension of the ESP’s registration until such time as the ESP submits the
required information. Prior to any administrative suspension, the Energy Division will
provide the ESP with a “Notice of Impending Suspension For Failure To Submit
Required Information.” The Energy Division shall develop a notice which adheres to
the following. Firsl, the notice shall be sent to the ESP by registered or certified mail
and shall advise the ESP that its registration shall be suspended effective 15 days from

-46 -
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the date of the notice. Second, the notice shall advise the ESP that it may avoid
suspension by submitting the required information to the Commission. The required
information shall be clearly described in the notice. Third, the notice shall advise the
ESP that, pursuant to Section 394.25(c), a suspension will result in a requirement that
the ESP cease serving customers and that its customers will be served by the applicable
UDC until such time as the customers may select service from another service provider.
Fourth, the notice shall provide the name, address and telephone number of a person in
the Energy Division that the ESP may c¢ontact if it has any questions about the reasons
for the impending suspension, if it has any response, or if it requests a review of the
prOposed suspension by the Energy Division. The Energy Division shall develop
pro¢edures for this review process However, this review process by the Energy
Division shall be limited to a determmatlon of whether the ESP provndéd the requu‘ecl
information.

If the 15-day period set forth in the notice has passed and the ESP has not
provided the required information or otherwise responded, the Energy Division may
issue a “Notice Of Suspension Of Registration” to the ESP. This notice shall b
developed by the Energy Division and shall set forth the following. Fifét, the notice
shall advise the suspended ESP that its registration has been suspended for failure to
submit required information to the Commission and for failure to comply as directed by
the Notice of Impending Suspension. Second, the information which the ESP failed to
supply shall be clearly described. Third, the notice shall advise the ESP that it must
within 48 hours cease serving existing residential and small commercial customers and

cease all other operations relating to the offering of electric service in California to these

customer classes, including, but not limited to marketing, advertising, and solicitation

of new customers.® And fourth, the notice of suspension shall state that the suspended

Rrc
® The 48 hours is to allow for any markeling or solicitation materials that may have already
been mailed to the customer. .
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ESP may have its registration reinslated by providing the required information to the
Commission.

If a suspended ESP fails to make an effort to have its registration
reinstated, an investigation or a proceeding under Section 394.25(b)(3) may e\'édtually
be opened to revoke the registration of the préviously suspended ESP.

4. Inactive Status
When the Commiission first established the ESP registration process in

July 1997, the Commiission recognized in D.97-05-040 at page 59 that should additional - -

registration-related requirements be adopted, registrants would be required to
supplement or update their registration information. Some entities that registered with
the Commission fmay have registered to preserve their rights and abilities to enter the
market at a future date, rather than to set up immediate opérations. |

Today’s decision issues for comment proposed standards with fespéct to
an ESP’s technical, operational and financial capabilities. In addition, this decision
adopts inteérim standards that reflect these capabilities. Some of these interim standards
and the proposed final standards will only apply if the ESP is able and willing to
commence operations in the near term. Itis inequitable to suspend an ESP who
registered under more liberal registration requirements and who does not want to
immediately commence operations but may want to operate in the electricity market in
the near future or who is unable t6 comply with the additional registration
requirements at this time.

Pursuant to our authority under Section 394.4(h) to adopt additional
consumer protection standards that are {n the publi¢ interest, we will permit any ESP
registered on or before today’s date to be placed on “inactive status” if the ESP does not
presently intend to offer electrical service to residential or small commercial customers.
ESPs that choose to be placed on inaclive status shall be required to comply with the -
rules and procedures set forth below. ESPs on inactive status shall not be required to

provide the Commission at this time with the updated rcgi'stralit)n information and the
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additional information we require of active ESPs as a result of today’s decision. Nor
will these inactive ESPs face suspension for failure to provide such information.

A registered ESP who chooses to be placed on inactive status is prohibited
from advertising, marketing, or otherwise offering electrical service to reéide’ntial or
small commercial customers. Any entity on inactive status who engages in conduct for
which supplemental registration information is required, as determined in this decision,
will face suspension or revocation proceedings and any other penaliies provided for in

the ¢ode.

Currently registered entities that wish to select inactive status must follow

the rules sct forth below. Inactive status maybe selected only by registered ESPs in

| good standing at the time the choice is made. An ESP may choose inactive status by
mailing a letter to the Energy Division, ESP Registration, 505 Van Ness Avenue, 4th
Floor, San Francisco, California 94102. The lettet shall state the ESP’s registration
number, that the entity wants to be placed on inactive status, and that the person
signing the letter has the authority to bind the entity. The letter shall also affirm under
penalty of perjury under the laws of California that the entity will not advertise, market
or otherwise offer electrical service to residential or small commercial customers while |
the entity is on inactive status. Such a letter must be sent within 20 days of today's
decision in order to place the entity on inactive status. The Energy Division shall notify
all the UDCs as soon as possible after the receipt of such letters so that the UDCs are
aware of who the inactive ESPs are, and to take steps to ensure that no DASRs are
submitted by the inactive ESPs.

An entity may not remain on inactive stalus indefinitely. During the
period from June 15, 1998 to July 1, 1998, each entity on inactive status must advise the
Energy Division in writing again whether it intends to: (1) remain on inactive status for
one more year; (2) comply with applicable requirements and become active; (3)
voluntarily give up its registration number; or (4) face involuntary suspension
proceedings. Any entity failing to advise the Commission in writing of its intent on or
before July 1, 1998 will face suspension proceedings as described in Section IV.E3 above

for failure to provide the required information.

.49.
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During the period from June 15, 1999 to July 1, 1999, each entily that has
been on inactive status for the prior period must advise the Energy Division in writing
whether it intends to: (1) remain on inactive status for one more year; (2) comply \ith
applicable requirements and become active; (3) voluntarily give up its registration

number; or (4) face involuntary suspension proceedings. Any entity failing to advise

the Commission in writing of its intent on or before July 1, 1999 will face suspension
proceedings as described in Section IV.E3. '

‘ On July 1, 2000, the inactive status shall be terminated. The Energy
Division is directed to take appropriate steps prior to that date to per_m:mently revoke

the registration number of any remaining entities who are on the inactive status list.
Any entity on inactive status may elect to return to active status at any
time by providing written notice to the Energy Division of its intention. Sucha notice
shall be accompanied by all of the reqtjir’ed iﬂformalioh required by this decision, as
well as any future requirements that may be 1mposed Within 15 days of receipt of the
information submitted by the entity, the Energy Division shall notify the enhty that it
has received the information and whether the submitted information comphes with all
applicable statutes, rules and orders. If the entity has complied, the Energy Division
shall return the entity to active status and provide the entity with written notice of such
status. Upon receipt of this active status notification, the entity may commence offering

electrical service to residential or small commercial customers.

G. Section 392.1 Requlrements
1. Introduction
Some of the comments regarding consumer protection raise the issue of
whether there is a need for the Commission to disseminate information about ESPs, any
complaints filed against them, and the quality of service that ESPs offer. Section 392.1,
which was added by SB 477, provides for the establishnient of certain procedures which
address these issues. Section 392.1(a) states:

*(a) The commisston shalt ¢compile and regularly update the
following information: names and contact numbers of
registered provlders, information to assist consumers in

-50-




R.94-04-031,194-04-032 ALJ/JSW /bwg **

making service choices, and the number of customer
complaints against specific providers in relation to the number
of customers served by those providers and the disposition of
those complaints. To facilitate this function, registered entities
shatl file with the commission information describing the
terms and conditions of any standard service plan made
available to residential and small commercial customers. The
commission shall adopt a standard format for this filing. The
commission shall maintain and make generally available a list
of entities offering electrical services operating in California.-
This list shall include all registered providers and those
providers not required to be registered who request the
commission to be included in the list. The commission shall,
upon request, make this information available at no charge.
Notwithstanding any other provision of law, public agencies
which are registered entities shall be required to disclose their
terms and conditions of service contracts only to the same
extent that other registered entities would be required to
disclose the same or similar service contracts.

“(b) The commission shall issue public alerts about companies
attempting to provide electric service in the state in an
unauthorized or fraudulent manner as defined in subdivision
(b) of Section 394.25.

“(¢) The commission shall direct the Office of Ratepayer Advocates
to collect and analyze information provided pursuant to
subdivision (a) for purposes of preparing easily _
understandable informational guides or other tools to help
residential and small commercial custonmers understand how to
evaluate compeling electric service options. Inimplementing
these provisions, the commission shall direct the Office of
Ratepayer Advocates to pay special attention to ensuring that
customers, especially those with limited-English-speaking
ability or other disadvantages when dealing with marketers,
receive correct, reliable, and easily understood information to
help them make informed choices. The Office of Ratepayer
Advocates shall not make specific recommendations or rank
the relative attractiveness of specific service offerings of
registered providers of electric services.”

The Commission has previously implemented some of the provisions of
Section 392.1. In D.97-05-040, we established the ESP régistration procedure. A listing of
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all the ESPs who have ever registered with the Commission appears on the
Commiission’s web site (wiww.cpuc.ca.gov). This listing contains each registered ESP’s
name, telephone number, address, and a notation whether the ESP’s fegistration has
been s‘u'spended; cancelled or revoked. Additional information about the type of entity,
the officers or mana gers, and the contact person for complaints is also listed. This listing
provides sone of the information necessary to assist consumers in making service
choices. -

Section 392.1(a) provides that the Commission “shall maintain and make
- generally availablé a list of entities offering electrical services operating {n California.”
For those consumers who do not have Internet access, the Energy Division shall ensure
that such a list can be made avallable to the public upon request, at no charge.

There are four provisions in Section 392.1 for which we need to establish

procedures. We address each of theim below.

2, List Of Electrical Corporations And Public Agencles
The first procedure is the development of a list of “registered providers

and those providers not required to be régisteféd who request the ¢commission to be
included in the list.” The procedure for thé establishment of a list of registered
providers has already been established. A procedure for establishing  list of providers
who are not required to be registered was recently initiated by the staff. We elaborate
on that procedure here. '

Electrical corporations as defined in Section 218, and public agencies that
offer electrical service to residential and small commercial customers within their own
political jurisdiction or within the service territory of the local publicly owned electric

utility, are exempt from having to register with the Commission. (P.U. Code Section




R.94-04-031, 1.94-04-032 ALJ/JSW/bwg**

394(a).)" They may, however, request that they be included on the list of entities
offering electrical services in California. (P.U. Code Section 392.1(a).)

The Commission knows who the electrical corporations are due to our
regulatory authority over those entities. The problem that arises in developing this list
is to determine what the Legislature meant by the term “publi¢ agency.”

AB 1890 and SB 477 do not provide a definition of Ia’publié ageﬁCy. Nor is
there any definition of public agency in the Public Utilities Code. Howevér, there are |
several provisions in SB 477 which shed some light on what the Legislatui'é intended by
the term "éublic ag‘ency." In Sections 366(¢), 366.5(¢), 394(a), 394&), 394.2(a),'and 394.4,

the term is used in the context of serving customers within their jurisdicti_én, or “within

the service territory of a local publicly owned electric utility.” Thus, the Legislature
intended that the entity be related to a government Organizatioﬁ, and that one of the
entity’s purposes is to offer electrical sérvices or the opportunity to purchase electﬁcity

to end-use consumers within its jurisdiction. -

Due to the aggregation opportunity created by direct access, local
govemment entities such as school districts, counties, and cities may enter the market to
aggregate the electricity needs of their fes;xctiv‘e facilities. On a larger scale, statewide
organizations of these government entities may band together to obtain similar cost
savings. With that in mind, we believe that the following definition of “public agency”
should apply for the purposes of Chapter 2.3 of the Public Utilities Act.

“Public agency,” as used in Chapter 2.3, means the state, any city,
county, city and county, municipal corporation, public district,
special district, or public authority located in whole or in part
within this state, or any board, commission, or agency thereof,
which provides or has authority to provide electrical services.
“Public agency” also includes any non-profit group whose
membership is confined to the type of entities described in the first
sentence of this definition..

" As we noted in D.97-05-040 at page 54, a public agency is still required to regisier with the
Commission if it Is offering electrical service in the service territories of the electrical
corporations. (P.U. Code Section 394(a).)
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Electrical corporations and public agencies who want to be included on
the list of electrical corporations and public agencies should submit a letter to the
following: CPUC, Energy Division-ESP Registration, 505 Van Ness Avenue, San
Francisco, CA 94102-3298. The letter should request that the name of the electrical
corporation or public agency be included on the list. The name of a contact person, the
address of the ¢company, and the telephone number are to be inctuded. If a public
agency is making the request, the publi¢ agency shall provide proof of its status as a
public agency.” The Director of the Energy Division is dlrected to develop the
procedures necessary to create a listing of those electrical c0rporahons and public¢

agencies who are not required to regxster in accordance with Section 394.

3. COmpilatlon Of Customer Complaints
The second item Séction 392.1 requires is a system to ¢conipile and

~ regularly update “the number of customer complalnts against specific providers in

reIahOn to the Aumber of customers served by those providers and the dlsposmon of

thosé c0mpla1nts
The use of the term “complaint” could refer to a telephone call to the CSD

staff seeking to resolve a problem with an ESP. The staff currently receives many of
these types of calls. A large number of the calls are resolved without resulting in the
formal filing of a complaint against the entity at the Commission. We believe that the
use of the term “complaint” in Section 392.1 was intended to refer to only the
complaints that are submitted o¢ filed in accordance with Section 394.2. Although some
of the partles have suggested that this will limit the actual number of complaints that
are reported, the opposite will occur if the Commission has to report every written

letter or telephone call complaining about an ESP.

2 For example, the proof could come in the form of a copy of the documents establishing the
entity’s status as a publi¢ agency, or acitationtoa published judicial opinion or administrative

agency decision.
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We will direct the CSD, in conjunction with the Docket Office, the
Information Resources Branch, and the Energy Division, to develop and prepare for the
Commission a report of the number of Section 394.2 customer complaints® against both
registered ESPs and non-registered ESPs, the number of investigations iﬁvalving both
registered ESPs and non-registered ESPs, and the status of those proceedings. The
tracking of investigations will provide a more ¢omprehensive picture of possible abuses
by non-registered ESPs. Except as discussed below, the information contained in these

CSD reports about the number of customer complaints and the number of -
investigations shall be made available to the public upon réquest, The CSD staff shall

also put this information on the Comnission’s Internet site. ,
Initially, this Commission report should be prepared by the CSD ona
quarterly basis beginning July 15, 1998. The first réport shall cover the start of direct
access to the end of June 1998. Quarterly reports will also be pfepéred for'Qctober 15,"
1998, January 15, 1999, April 15, 1999, and July 1, 1999. These reports shall address the
activity in the preceding three-month quarter. After that, the reports will be prepér‘ed
on a semi-annual basis begiﬁning with the report due on January 18, 2000. As the
reports are submitted to the Commission, the Commission shall in turn forwatd a copy

of the report to the Legislature.

4, Standard Service Plan Filing
The third provision in Section 392.1(a) for which the Commission needs to

establish procedures concerns information regarding the “terms and conditions of any

standard service plan made available to residential and small commetcial customers.”
It appears that the Legislature intended that the information regarding

the number of customers served by registered ESPs be provided to the Commission.

“Such an intent is expressed in the first three sentences of Section 392.1(a), particularly

® In order for the report to accurately reflect the number of customer complaints, the report
should only report end-use customer complaints against the electric providers. It should not
report any compelitor complaints against a provider.
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the phrase which states “in relation to the number of customers served by those
providers....” The customer information could be requested by the Commission staff
fiom the UDCs of it could be part of the filing regarding the terms and conditions of an
ESP’s standard service plan. In order for us to track the number of customers served by
registered ESPs, we will require that all fegistered ESPs include in their filing the
number of custormers served. We will further divide the number of customers into the

type of ¢customers served. Appendix B of this decision reflects the standard format that

all registered ESPs will be required to file. , | _
The nuimber of customers that each ESP is serving will constantly be

changing,. Initially, at the outset of competition, there will be a “ramping up” process
where the number of customers choésing tegfstered ESPs will gradually increase until
‘the number of customers level off. In order to accurately track the number of customers
served by each r‘egisfer‘éd ESP, we will require that the standard service plan filing be
made initially at six-month intervals for a period of three year's‘fl‘he filing shall cover
‘the number of customers that each registered ESP has as of two weeks prior to the filing
date. The first filing shall be made on or before July 1,1998. The fiting shall be |
delivered to: CPUC, Energy Division-ESP Filing, 505 Van Ness Avenue, 4th Floor, San
Francisco, CA 94102. All filings shall usea form that is in the same stahdard format as
Appendix B, which is attached to this decision. The next five filing dates are as follows:
January 4, 1999; July 1, 1999; January 4, 2000; July 3, 2000; and January 2,2001. After
that, the standard service plan filing shall be filed on or before January 2nd, or the first
business day thereafter if January 2 falls on a weekend, of each succeeding year.

The next issue with the standard service plan filing is whether the number
of customers reported by the registered ESPs should remain confidential. The
protection afforded by Section 583" does not apply to registered ESPs, unless the ESP

* Soction 583 states: “No information furnished to the commission by a publi¢ utility, or any
business which is a subsidiary or affiliate of a public utility, or a corporation whichholdsa
controlling interest in a public utility, except those matters specifically required to be opento -
publi¢ inspection by this part, shall be open to publi¢ inspection or made public except on order

Foolnote continued on next page
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happens to be a public utility, a subsidiary or affiliate of a public utility, or a
corporation which holds a controlling interest in a public utility. However, General
Order (GO) 66-C provides that records or information of a confidential nature furnished
to the Commission are not open to public inspection. (GO 66-C, 2.2) The GO goesonto
state that these kinds of records include “Reports, records, and information fequested
or required by the Commission which, if revealed, would place the regulated company
at an unfair business disadvantage. “ Sin¢e competition for customers of electricity is
now being permitted, the number of customers served by each registered ESP will
become more important. If this tyf»'e of data is made known to other competitors, such
information could place the company at an unfair business disadvantage®

The quarterly and semi-annual report to the Commission regarding the
number of customer complaints will fglate the number of ¢ustomer complaints to the
number of customers served by each particular ESP. However, for the reason stated
above, the exact number of custéiners served by the ESP shall not be disclosed to the
public. Instead, the number of customer complaints shall be expressed as a péréeﬂtége.
That is, the public information about the numbéi- of complaints to the number of
customers served should be stated something like: “X percent of the customers of ABC
company had submitted or filed complaints against the company.” The percentage
figute will still enable a consumer to determine the ratio of the number of complaints to
the relative number of customers served.

The standa.rd service plan filing shall also contain information regarding
the terms and ¢onditions of any standard service plans that the ESP offers or plans to
offer to its residential and small commercial customers. We will require that the ESP

of the commiission, or by the commission of a commissioner in the course of a hearing or
proceeding. Any present or former officer or employee of the commission who divulges any
such information is guilty of a misdemeanor.”

5 Each UDC will know the number of customers that an ESP serves by virtue of the direct
access servide réquest. We expect that such information shall not be shared or disclosed to any

of the UDC’s affiliates unless the affiliate transaction rules in D.47-12-088 are followed.
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attach to the standard service plan filing any printed marketing materials relating to

such plans that are mailed or delivered to potential custﬁmers as part of the normal
package that makes up the ESP’s solicitation effort. The filing of this information will
assist the Commission staff in resolving customer complaints. All registered ESPs shall
complete the information requested in Appendix B, and file the form with the Energy
Division in accordance with the schedule set forth above. |

The standard service plan filing shall also include the Section 394 5 notice,
discussed below, that all registered ESPs are requu‘ed to provide to potenhal customers
before the commencement of service, as well as any notices to customers that describe a
change in the rates, terms or conditions of $en'1ce as discussed in Sec¢tion VI of this
decision. The Section 394.5 notices that are submatted shall be annotated witha
descnphon of the time period in which the notice was used. If the change notxce does
not state the effective date of the changed rate, term or condm(m, the change notice
shall be annotated with a description of the effective date of the change. Since the first
six standard service plan filings will take place on a semi-annual basis, the incluéioﬁ of
such notices in the filing is consistent with the Section 394 5(b) requirement that the

notice be included in the standard service plan filing on at least a semi-annual basis.
After the sixth standard service plan filing is made, ESPs shall be required to contintte
to file the Section 394.5 notice and any change notices with the Energy Division ona
semi-annual basis, rather than on an annual basis with the standard service plan filing.
The Director of the Energy Division shall be responsible for modifying the procedures
necessary to accomplish the filing of the Section 394.5 notice as required by SB 477 and
this decision, and to notify all ESPs of the modified filing requirements.

The standard service plan filing shall be filed according to the schedule
described earlier. Failure to file the standard service plan filing by the due date may
lead to a suspension and pOSSible revocation of the ESP’s registration until such time
the filing is made. This suspension procedure is appropriate because Section 392.1(a)
states that “registered entities shall file with the commission information desmbmg the
terms and conditions of any standard service plan made available to residential and

small commercial customers.” (Emphasis added.) The failure of an ESP to file this
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information impairs the filing mechanism’s goal of protecting consumers from unfair or
abusive marketing practices. (P.U. Code Section 391(g)(2)))

The Director of the Energy Division shall ensure that the details of
establishing such a filing mechanism, and making all registered ESPs aware of the filing
requiremehts and deadlines, are carried out.” The information in the standard service
plan filings tegarding the number of customers shall also be ¢oordinated with the
reports to the Commission regarding the number of customer complaints against ESPs. -

6. Analysls Of The Standard Service Plan Fll‘lngs S

 ‘The standard service plan filing is not just to ensure that consumers are
protected from unfair or abusive marketing practices. Section 392.1(c) provides that the
Commission is to direct ORA to collect and analyze the information ¢ontained in the
standard service plan filing, along with the nuinber of customer complaints. ORA is to
evaluate this information for the “purposes of "ﬁfépa‘ﬁng easily understandable
informational guides or other tools to help residential and small commercial customers.

understand how to evaluate competing electric sétvice options.” In accordance with
Section 392.1(c), ORA is to ensure that customers, especially those with limited-English-
speaking ability or other disadvantages when dealing with marketers, receive correct,
reliable and easily understood information to help them make informed choices. Section
392.1(c) precludes ORA from making specific recommendations or ranking the relative

attractiveness of specific service offerings of registered ESPs,

The Director of ORA is directed to establish the necessary procedures and
details to carry out the requirements of Section 392.1(c). ORA shali develop
recommendations for preparing easily understood information gufdes or other tools to
help consumers understand how to evaluate the various electric service options offered

® For example, at the time a new ESP is issued a registration number, the tetter informing the
ESP of the registration number could also inform the ESP of the standard servi¢e plan filing. In
addition, a letter should go out 16 all ESP’s several months before the filing date to inform the
ESPs of the upcoming fiting and the consequences of failing to file the report.
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by ESPs. Since the first standard service plan filing will not be made until July 1, 1998,
ORA shall be given until October 16, 1998 to prepare a report to the Commission with
its recommendations. An earlier feport may be submitted should the Director of ORA
believe it necessary. The report should address who should be responsible for preparing
the information guides or other tools, what the guides or tools should in¢lude so that
end-use customers can evaluate competing service options, the cost of preparing and
distributing the guides and tools, and whether that cost was reflected in the Section
394.3(b) teport, which was discussed earlier. Aftet the Commission has had an
opportunity to review and consider the report, the Commission intends to issue a
decision as quickly as possible to address ORA’s recommendation.

In addition to the above, we prbpbse in Section X1.D of this decision that
ORA take the lead for developing a clearinghouse of information for competing service
offerings. Such a proposal appears consistent with the lﬁgiélahx'r'e's intent that ORA

prepare “other tools to help residential and small commercial customers understand

how to evaluate competing electric¢ servi¢e options.” (PU Code Section 392.1(c).)

V. Solicitation Of Customeérs

A. Third-Party Verifler

The third-party verification procedure was originally contained in Section 366(d)
and (e) as added by AB 1890. We discussed those provisions in D.97-05-040 at pages 45
to 48. Those two subdivisions were subsequently incorporated into Section 366.5 by SB
477, and included as part of the direct access tariff provisions in Appendix A of
12.97-10-087.

Several issues have been mentioned regarding the third-party verification
process, The first issue is the responsibility of the third-party verifier to retain the
verification information. As we noted in D.97-05-040, if slamming-related complaints
arise, we will focus our inquiry on whether the ESP properly followed the verification
procedures. _

The third-party verifier’s confirmation of the change may be needed ifa heariﬁg
is held. Section 366.5(b)(3) provides that the third-party verifier is to obtain the
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customer’s oral confirmation, and is to record that confirmation by obtaining
appropriate verification data. That record is to be made available to the customer upon
request. Thus, if a customer complains to the Commission that it has been slammed, the

record of the verification from the third-party verifier may be useful in detecting

whether any slamming occurred. If the ESP or third party verifier is reluctant to
provide a record of the verification, the Commission may usé its subpoéna power to

obtain that record.

Al ESPs and third-party verifiers should be aware that the Commission will not
tolerate siammiﬁg in this industry. The Commission alsoéxpécls all ESPs and third-
party verifiers to abide by the statutory provisions ng'eming their activities.

The second issue concerning third-party verifiers is the confidential nature of the
information that the énd-use custorer supplies to the third-party verifier. Section
366.5(b)(3) provides that the information obtained from the customer through the
confirmation process {s not to be used for any markeéting purposes Both the ESPs and
the third-party verifiers need to be aware of this statutory prohibition. Customers will
be made aware of this in the Section 394.5 notice, which is discussed later. Any
unauthorized release of this information is grounds for a éivil suit against the entity or
its employces responsible for the violation. The Commission {ntends to take appropriate
action against any ESP who may engage in such activitles. -

A third issue with respect to the verification procedure is what happens if the
ESP‘violates the verification procedures of Section 366.5. Section 366.5(¢) provides: |

“Any aggregator or provider of electric power offering electricity service

to residential and small commercial customers that violates the

verification procedures described in this section shall be liable to the

aggregator or provider of electric power offering electricity services

previously selected by the customer in an amount equal to all charges
paid by the customer after the violation.”

That subdivision contemplates that the ESP who swvitches a customer without
consent is liable to the customer’s original ESP for all of the amounts palid to the new
ESP by the customer. Thus, an ESP who slams a customer will not be unjustly enriched
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by its actions. It also appears that the stamming ESP will be out of pocket for any
electricity that it purchased on behalf of the end-use customer.

A related issue is what happens if the customer ends up paying the slamming
ESP mofe money than what it would have paid to its original ESP. Although the
circumstances of each case will vary, our impression is that neither the slamming ESP
nor the customer’s original ESP should benefit from any overpayment by the customer.
If the slamming ESP pays the full amount to the original ESP, the ESP should ¢redit or
refund to the customer any amount in excess of the amount that the customer would

have been obligated to pay had the customer not been switched.
B. Opt-In and Opt-out Procedures
A Opt-in List

a. Introduction
In D.97-10-031, the Commission ad0ptcd the Cahfomla Energy

Commiission’s (CEC) proposal that customers should be prowded with an oppoﬁumty

to inform ESPs that they wish to be contacted by ESPs. That decision solicited comment
on how this opt-in ¢onfidential database should be set up and operated.
Recommendations were filed by the three large utility distribution companies (UDCs)
in a joint filing, and by the CEC. Responses to these two recommendations were filed by
the CEC, Pacific Gas and Electric Company (PG&E), San Diego Gas & Electric Company
(SDG&E), Southern California Edison Company (Edison), and a joint filing by The
Utility Reform Network (TURN) and the Utility Consumer Action Network (UCAN).

b. UDC Proposal
The UDCs propose that those ESPs interested in using the database

pay the cost of developing and disseminating the databaseé.” The UDCs recommend that

the Commission first solicit interest and commitment from the ESPs with respect to the

7 For the costs that are not recovered from the ESPs, the UDCs request that the Commission
rule that such ¢osts are eligible for recovery under Section 376.
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opt-in list. If there is insufficient interest in this database, or if the ¢osts of the database
exceeds the value that ESPs are willing to pay for the information, the UDCs contend
that the Commission should reconsider whether such a database should be created at
all. |

In order to minimize costs and to provide the flexibility as to when

customers are to be included in the database, the UDCs recommend that the opt-in

customer solicitation be disseminated as part of a bill insert.

: To create the opt-in database, the UDCs propose the following five-
step process: (1) deSign of the solicitation; (2) mailing of the solicitation; (3) processing
of the customer responses; (4) extracting usage information; and {5) compiling the data
- and disseminating it to the ESPs. For each of the steps, the UDCs propose that the
services of an outside vendor be used as much as possible. By doing so, the UDCs -
contend that it will be easier to identify the costs of ¢reating and disseminating the opt-
in database for subsequeﬁt ¢ost recovery. In addition, the use of an outside vendor will
enable the UDCs to focus on other direct access activities.

The UDCs envision that the solicitation will inform customers
about the history and purpose of the database, the type of ¢onfidential information to be
included, and how a customer can elect to be included in the database. The UDCs
propose that there be a tear-off section that the customer returns to a prepriméd return
address. Customers would have the option to be contacted byl telephone, mail, or by
both means. If customer information usage is to be included in the database, ¢customers
would be required to fill in their account numbers.

The UDCs have identified three options for soliciting interest in the
opt-in database. The first is that the solicitation could be mailed directly to the
customer. The second method is to use a UDC bill insert. And the third method would
be to include the solicitation as part of the second quarter CEP mailing. Among the
three options, the UDCs prefer the use of bilt inserts.
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¢. CEC Proposal
The CEC believes that the main purpose of the opt-in hst is to

stimulate a competitive marketplace for small customers. There must be a framework
which perinits legitimate businesses to have access to this information, while protecting
the rights of ¢customers. _ |

’ The CEC also contends that consumers s need to leam how to make
inf()rmed cholées about their mnﬁdenhal 1nf0nnanon and their prwacy inthe ‘
_ restructured eleclnaty market 'Ihe CEC {s of the opinion that customers shou!d be
- given cléar and unblased mformatlon about the pros and ¢ons of bemg added to lhe

opt in list. if a consumer fails to make a decnsxon, the customer should not be mcluded ‘

in the opt-in ist. . , 7
o The’ CEC reéommends that the opt-in database be penodlcally
updated mstead of COnfmlng the list of names to a one- -time solmtahon The CEC
believes that this could be easily updated at little mcrememal expense Updatmg of the
hst could also involve the E!ectnc Education Trust (EE]') '

o , The CEC recommends that the mformatmn to be released mclude 4’
the customer’s rate catego:ry, the staridard industrial dassification (SIC) code, the most
 recent twelve months of energy consumption, and the utility account number The CEC
would not include customer credit inforsation and bill payment history in the release,

The CEC contends that registered ESPs and energy efficiency
providers should be eligible to receive the opt-in list. The CEC argues that 'ene}gy
efficiency providers should be provided with access because consumers may need other
energy resources and services. In the future, the CEC recommends that the Commission
consider using the opt-in list for developing the market when the natural gas mdustry is
restructured. | /
The CEC favors the use of bill inserts to disseminate information
~ regarding a customer’s rights to control access to their energy usage and other elements |
~that appear in their uhhty accounts. The same insert could also be used to solicit

 participation of consumers in the opt-in database.
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Prior to the release of the opt-in list, the CEC recommends that the
entities who are authorized to receive the information be tequired to agree that they .
will not disseminate any portion of the list to other entities or to use the infonnati'on for
purposes other than the marketing of electricity or related services. The CEC believes.
that the agreement should clearly specify the authorized and unauthorized uses for the-
opt-in list, and the penalties for unauthorized use. “ |
The CEC als6 recommends that the CEP focus groups address

consunier privacy and cénﬁdentlahty issues. These grOups could address the 0ptom list -

as well as the opt-out list.

d. Responses
TURN and UCAN generally support the CEC’s ¢omments and find

merit in the CEC'’s recommendation that the opt-in list be linked to other consumer
education and consumer protechon actmhes They also agree with the CEC that the
cost of the opt-in database should be borne fairly by all of the entities offering serviCes, :
rather than by ¢onsumers. TURN and UCAN recommend that the Commission
authorize the UDCs to track the opt-in costs, and consider the recovery of these costs at
a later date. ' ‘

TURN and UCAN question the UDCs’ proposal to out-source the
design and implementation of the opt-in database. TURN and UCAN believe that some
of the activitics can be performed more effectively by the UDCs.

PG&E, SDG&E, and Edison filed separate responses which oppose
several of the CEC’s proposals. The UDCs oppoée the CEC’s proposal to expand the
roles of the CEP and EET. They contend that the original intent of the opt-in database
was only to create a list of customers who wanted to receive Information feém the ESPs.
The opt-in database was not intended to expand the activities of the CEP and the EET
along the lines suggested by the CEC.

The UDCs also oppose the CEC’s suggestion that there should be a
periodic updating of the opt-in database. They contend that there fs no basis to justify
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any updates. If periodic updates are required, the UDCs contend that the ESPs should
pay for the cost of developing and disseminating the updates.

SDG&E appears to be opposed to combining a solicitation for both
the opt-in list and the opt-out fist, while Edison recognizes that combining both lists
may be appropriéte if the Commission manages the process and usage information is
not released. PG&E is concerned that involving the UDCs in implementing the opt-out
list may be viewed by some as a conflict of interest on the part of the UDCs or as an

opportunity for the UDCs to impede ¢ompetition. ‘
' ‘The UDCs generally favor hmmng the release of mformatton to

only the customer’s nanie, address, and telephone number, PG&E and Edison point out
that the inclusion of a customer’s account number and the universal node identifier
number would make it easier for someone to submit a fraudulér'\t DASR.

PG&E and Edison agree with the CEC that dlslnbuhng the 0pt~m
hst to energy efficiency providers has merit. However, Edison points out that since
those kinds of entities are not subject to the control of the Comm_;ssxo_n, it has no
authority over them should they misuse the opt-in list. PG&E supports access to the
opt-in list by renewable energy or énergy efficiency providers so long as the
Commission has a process for determining which providers qualify as renewable

energy or encrgy efficiency providers. .
The CEC responded to the UDCs’ proposals. The CEC asserts that

the UDC proposal doés not recognize the need for unbiased information and education
about customer privacy and confidential information.

The CEC agrees with the UDCs that a bill insert is preferable to
direct mail. However, the CEC believes that the bill insert solicitation for the opt-in
database should be linked to the customer education effort regarding privacy and

confidential information.
The CEC also disagrees with the UDCs that a survey of thé demand

for the opt-in database should be the deciding factor as to whether the opt-in database
should be implemented. The CEC contends that since the ESPs have no way of knowing

in advance how many and what kinds of customers will be included in the opt-in’
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database, the ESPs will be reluctant to indicate whether they will purchase the opt-in
list.

The CEC agrees that ESPs should be charged for the opt-in list.
However, the CEC contends that the price paid by the ESPs for this list should not have
to recover all of the costs. Instead, the price should be kept affordable for even the
smallest ESPs. '

The CEC agrees that the use of an outside vendor is a workable
approach for processing customer responses, compiling the data, and disseminating the
opt-in list to the ESPs. The vendor could also be used to process customer responses to
the opt-out list, and to disseminate that list to the ESPs. -

e. Discusslon
We address several preliminary issues that affect the design of the

opt-in database.

We do not believe it s n‘eée"ss;ary to disseminate information to
consurtiers regarding their nghts over their energy usage data and other related utility
account information. We have already adopted éxisting protections which require a
consumer to consent in writing before such information can be released to an ESP,
(D.97-10-031, pp. 13-14.) In addition, customer usage data is made available to an ESP
when the customer consents to a switch to a new provider. (D.97-10-087, App. A,
Section C.(3)(d).) Thus, it is not necessary for the CBP and the EET toinclude these
issues in their activities. Similarly, we decline to adopt the CEC’s suggestion that the
CEP's focus groups address consumer privacy and confidentiality issues. |

We do not agree with the CEC that the opt-in list should be more
than a one-time solicitation. Not only will periodic updating increase the cost of
compiling and disseminating the data, but ESPs and electric corporations are likely to
experience diminishing returns with each updated solicitation. If the opt-in database is
to be cr‘eatecf, it should be for only the initial round of solicitations. The issue of the use
of an opt-inlist for the resfructuring of the natural gas industry should be raised in that

proceeding.
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The only entities who should be able to purchase the opt-in list at
this time are registered ESPs in good standing, public agencies, and electrical
corporations. We defer ¢onsideration of the CEC’s proposal that ‘energ\y,ef-ficiency |
providers be able to obtain the opt-in list pendiﬁg the results of a.'s‘olici'tét-im‘\ of energy . V
efficiency provider interest If thete is sufficient interest on the part of the energy
efficiency prowders, the Commission must decide who quahfies as an energy
efficiency provider, and ensure that such enhhes do not mxsuse the opt in list.
" Wedo not beheVe thata customer s usage inf()rmatlon shOuld be

i ’dlsclésed as part of the 0pt-m list. This will s1mphfy the sohatahon pr0cess sin¢e

customers who want to be on the list will not haVe to mclude thelr aécounl mfom\ahon T

on the response card. In addltmn, the UDCs wﬂl riot have [ comdmate the ransfer of B
“usage mformatlon to the ESPs. Usage: mformatmn ¢an be obtamed thrOugh the process |

that we éslabltshed inD 97~05—040 and D 97.10.()31 regardmg customer—speaﬂc data.

The only information that lhe opt-in list should disclose i is the consumer s name, the
| mallmg address, and the telephone number if the consumer elects to release hisorher -

* aumber.

Before proceeding with the design 'ahd impléménfétion'of the opt- -

in list, the cost of developing and disseminating the opt-in database needs to be
decided. Although the UDCs contend that the ¢osts of the opt-in list should be bome by
the ESPs, the UDCs or their affiliates may also use the list if they decide to market
outside their current service territory. We therefore conclude that the cost of the opt-in
database should be shared equally by all those who may benefit from the purchase of
such a database, If the opt-in database goes forward, the UDCs are authorized to track
the costs associated with the opt-in database. We decline to authorize the UDCs to
include these costs as part of their Section 376 costs at this time. Instead, the proceeds
from the sale of the opt-in list should be used to offset the ¢osts that the UDCs may
incur in the design and implementation of the opt-in database. :

As pointed out by the UDCs, given the low mterest in the non-
confidential database that was established pursuant to D.97-10-031, we should first

determine how many ESPs, public agencies, electrical corporations, and energy
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efficiency providers are interested in purchasing the opt-in database and at what cost.
By assessing the demand for the opt-in list beforehand, we avoid the problem of
designing and implenienting an opt-in database in which only a handful of entities have
an interest in purchasing.® If there is suffi¢ient interest and the cost of developing such a
list can be substantially or totally recovered, then the Commission should proceed with
the design and implémentation of the opt-in database. If little or no interest is
expressed, then the Commission should terminate the idea of an opt-in database. Those
ESPs, public agéncies, electrical corporations, and ener‘gy efficiency providers who are
interested in purchasing the opt-in database should send a letter to the atiention of:
Energy Divlision Opt.' In List, 505 Van Ness Avenue, 4th Floor, San Francisco, CA
94102 The letter should indicate how much théy would be wnllmg to pay for the list.
The letter's should be mailed to the Energy Division no later than 20 days from today’s
date.” The Energy Division shall be respon51b]e for reviewing and Compllmg the
responses, and to make a recommendation to the Commissioners assigned to direct
access (assigned Commissloners) as to whether the opt-in database should be pursued
The assigned Commissioners are delegated the responsibility to decide whether or not
to proceed with the opf-in database.

1f the opt-in database is pursued, the use of a bill insert appears to
be the most cost-effective method of making consumers aware of this opportunity.
However, there are practical issues of whether the staff has the resources to handle and
process the incoming mail or whether such a task could be contracted outside this
agency. The EET could also play a role in disserninating information about the opt-in
list or providing advice on how to best disseminate information about the opt-in list,
Should theré be a strong interest in the opt-iﬁ database, the assigned Commissioners

*The UDCs estimate the cost of developing the opt-in database at $430,000 to $3.5 million.

z"'lhe‘ALj ruling that is to be mailed to the ESPs should advise the ESPs of this.
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shall determine the most appropriate means of how consumers ¢an be made aware of
the opt-in opportunity.

The bill insert should inform consumers about the purpose of the
opt-in list, and how a consumer can elect to be included on the list. The bill insert needs
to make clear that a consumer does not have to do anything. The bill insert should also
inform consumers that ESPs and electric corporations may still try to market to them by
obtaining their name and address ff\fough another mailing list, or that the consumer -
may be contacted by telephone unless the corsumer is included on the opt-out list.

If the as&gnéd Commissioners agree to proceed with the design
and implementation of the opt-in database, then the Energy Division is ditected to
des:gn the bill insert and response card as discussed below. The Energy Division shall
determine whether the compilation, r'epfoductidn,'dis‘s’emination, and cost 'recovéry of

the opt-in database should be done by the Céfnmissiph staff, or if those responsibilities
should be haridied by the UDCs. |
Prior to the di issemination of any opt-in list, we will require that all

ESPs and eleciric COrporatlons sign an agreement that they will use the opt-in list only
for the marketmg of electricity services, and that any other use, sale, release or
disclosure of any of the information contained in the opt-in list is prohibited. A similar
notation shall also appear at the front of the opt-in list. The signing of such an
agreement is consistent with the confidentiality provisions of Section 394.4(a).

2, Opt-out List
Section 394.7 provides that the Commission is to “maintain a list of

residential and small commercial customers who do not wish to be solicited by
telephone, by an electric corporation, marketer, broker, or aggregator for electric
service, to subscribe to or change their electri¢ service provider.” We refer to this as the
“opt-out” list . Others have referred to it as the “don't call me” list. This list is to be
updated periodically, at least quarterly. |

Section 394.7(c) prohibits electric corporations and ESPs from soliciting by
telephone any customer on the opt-out list. Any electric corporation or ESP which
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solicits any customer on the list more than once shall be liable to the customer for $25

for each such contact.
Seclion 394.7(b) states that the opt-out list “shall be made accessible
electronically from the commission to any party regulated as an electric corporation or

registered at the commission as an electric marketer, broker, or aggregator of electric

service. The electronic access r‘equifement raises séveral issues.

The first issue is how this information is to be made available. If the
' Leglslature intended for the Commission to allow ESPs to access the opt-out list over
the Internet, practical problems arise. These problems m’volve the development of a
database that can be easily downloaded by ESPs. Ifa large number of ¢customers elect to
be on the opt- -out list, the database could include well in excess of one million customer

names. The size of such a database may prevent the data from being downloaded easily
and in a short period of time. Also, the frequent updating of such a list would
compound the downl()admg issue, sin¢e ESPs would have to continually update to-
avoid calling recently added names to the opt-out list.

If Internet access is contemplated by the Legislature, privacy and security
issues are raised as well. Since only registered ESPs and electric corporations would
have access to this information, the Commission would need to develop a secure system
of allowing electronic access to the opt-out list. Such a requirement means that the staff
will need time to analyze existing software and hardware constraints and to resolve
those problems before allowing such access to take place.

We will direct the CSD, in ¢conjunction with the Energy Division, to work
with the Information Resources Branch of the Commission to look into the feasibility of
providing a secure, on-line database containing the information of those customers who
do not want to be called. Input from interested stakeholders on this issue would be
useful as well. Parties who are interested in this issue may submit a letter no later than
April 27, 1998, containing their suggestions, to the Consumer Services Division-Data
Access, 505 Van Ness Avenue, 2nd Floor, San Francisco, California 94102. A report
prepared by CSD on the feasibility of such a project shall be delivered to the
Commission within 90 days from today. In the interim, the CSD is directed to
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coordinate with the Energy Division CSD and the Information Resources Branch to
provide the opt-out list on computer disks or CD-ROMs. This will alleviate the privacy

and security issues for the time being.

The second issué is the confidential nature of the opt-out list. Consistent

with Section 394.4(a), the information contained in the opt-out list shall remain
confidential. The information in the opt-out list shall only be used for the purposes of
~ Section 394.7(c). We shall piohibit all electrical ¢orporations and ESPs from se1ling,
releasing, or disclosing any of the information on the list to any third party‘ The staff
shall require that anyone receiving a ¢opy of the opt-out list Sign'én agtéément that the
hsl shall only be used to ensure that the customers whose names and telephone number
appear on the list will not be marketed to by telephone The agreement shall also state
that any other use, sale, reléase or disclosure of any of the information ¢ontained in the
~ opt-in database is prohibited. A similar notation shall also appear at the feont of the opt-
out list. The signing of such an agreemeént is consistent with the confidentiality |
_provisions of Section 394.4(a). The failure to abide by this c0nf1dent1ahty provision can
lead to enforcement actions by the Commission or the Attorney General® against the
electrical corporation or the ESP, or to civil suits brought pursuant to Section 396.

Even with the confidentiality protection, another concein that we have
with the opt-out list is that some ESP’s may use the list to sell their electric services
through the mail. Section 394.7(¢) only prohibits ESPs and électric corporations from
contacting the persons on the opt-out list by telephone. Nothing in the statute preveats
the entities from sending marketing materials to those on the list. Although ESPs and
electri¢ corporations have other means of obtaining the names and addresses of
customers, the opt-out list provides the entities with a customized marketing list of
potential customers. The effect of Section 394.7(c) creates the opportunity for entities to
target those on the opt-out list by mail.

® Section 396{c) provides: "Nolfﬁng in this article shall abrogate an} authority of the Attomey
General to enforce existing law.”
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Although Section 394.7 docs not preclude the opt-out list from being used
for mail purposes, when that section is read in light of the confidentiality standards set
forth in Section 394.4(a), we believe that the ESPs and electric corporations should be

prohibited from using the opt-out list as a source for a mailing list. Accordingly, we will

order that the opt-out list distributed to the ESPs and electric corporations contain only
the customer’s name, telephone number, the name of the street, and the cnly Deleting
the residence number from the distributed database will ensure that the ESPs and
electric c0rporatlons cannot use the 0pt-out list as a source for a mailing list. In order for
marketers to use the database as a manlmg list, the residence number will need 16 be
obtained from another source. The Leglslature may want to c0n51der amendmg Sectn()n
394.7 to address this concern.

The third issue involves the customer-supphed information. We behe\fe
that from a ¢onsumer protection perspech\'e_, end-use customers should be informed
about the type of information that will be released if a customer’s name appears oft the
opt-out list and how that information can be used. This is especially important for those
customers who have unlisted telephone numbers. If a customer with an unlisted
number wants to be included on the opt-out list, the customer’s unlisted number will
then be made known to all registered ESPs and electric ¢orporations.

In any materials describing the opt-out list, customers should be informed
that if the customer has an unlisted number, the customer should weigh whether
disclosing the unlisted number on the opt-out list is more of a concern than not being
included on the opt-out list. By having the name included on the opt-out list, an ESP or
electric corporation could deliberately or accidentally use or release the unlisted
number to others. Any outreach activities which discuss the opt-out list should inform
customers of this concern. In addition, consumers should be advised that if an electric
corporation or ESP violates Section 394.7, that entity is subject to the penalties provided
for in Section 394.7(c). The CSD could also include the opt-out list as part of the
consumer advisories that are sent out to the media, or it could be integrated into other

consumer outreach activities.
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The fourth issue addresses the $25 penalty for violating the provisions of
Section 394.7(c) The $25 amounts to essentially a fine or penalty for each violation. Since

afine is not, in our opinion, a “reparation,” these types of actions should be filed in

small claims court. _ :
In reading Section 394.7(c), it would appear that the Legislature

contemplated that the $25 is owed lipon the seécond contact in violation of this
subdivision. However, that does'hot give the ESPs an excuse to call everyone on the .
opt-out list once without incurring the penalty. Section 394.7(c) is clear t_ha’t once ESPs
have the customer list, they “shall not sb]iéii_, by telephone, any customer on the list
prepared pursuant to subdivision (a).” The CSD, in ¢conjunction with the Energy -
Division, and the Information Resources Branch, shall develop procedures and systems
to eétab]ish,'update, and distribute the opt-out list, The updating of the list should be
done, at a minimum, on a quarterly basis. Due to the lag time involved in updating the
list, and the possibility that the customer who does rnot want to be bothered by such
calls will be called during that interim peridd} the updating should take place on & fairly
frequent basis, such as every month. We will leave the mechanics of updating the
database to the staff to develop. The Directors of the Energy Division and CSD shall
report at the Commission meetings regarding the above efforts.

The reasonable costs of activities that the UDCs perform with respect to
the opt-out list may be included in their Section 376 costs since the opt-out listis a

requirement of SB 477.

Vi. Section 394.6 Notice
In D.97-05-040 we discussed the notice required by Section 394(b), as added by

AB 1890. All ESPs seeking to offer electrical setvices to residential and small commercial
customers were ordered to provide the notice at the time of offer, and to abide by any
future consumer protection rules to be adopted by the Commission. (D.97-05-040, pp:
60-63, 95.) Since Section 394(b) required the Commission to assist the ESPs in '

developing the notice, the Commission solicited comments from parties as to the type
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of notice that should be developed. Various comments and reply comments were filed
in July of 1997.” '

 Section 394 was subsequently repéaled by SB 477. The provisions wwhich had been
included in Section 394(b) found their way into Section 394.5 as added by SB477.
, ‘Since the comments regatding the Section 394(b) notice were filed prior to the
- enactment of the provisions contained in SB 477, some of the comments called for a
narrow reading of Section 394(b) wmch would limit the scope of the topics covered by
the riotice. Others suggested that a Rumber of othet topics be Included in the notice.
Some of the other topics mentioned in the comments were included as part of Section
394.5. With the passage of SB 477, we must ensure that the notice now contains allof the
items requited by Section 394.5. We have considered the comments in light of the
changes brought about by Section 394.5. - |

Section 394.5(a) provides that the notice shall include the following seven |

elements: = » .
“(1) A ¢lear des"c'ripiioﬁ'of the price, terms, and conditions of service,
including: - ,

(A) The price of electricity expressed in a format which makes it
possible for residential and small commercial ¢customers to
compare and select among similar products and services ona
standard basis. The ¢commission shall adopt rules to implement
this subdivision. The commission shall require disclosure of the
total price of electricity on a cents-per-kilowatthour basis,
including the costs of all eléctric services and charges regulated
by the commission. The commission shall also require estimates
of the total monthly bill for the electri¢ service at varying
consumption levels, including the ¢osts of all electric services
and charges regulated by the commission. In determining these
rules, the commission may consider alternatives to the cent-per-

" Green Mountain Energy Resources L.L.C. (Green Mountain) filed a motion on July 22, 1997 to
accept its reply comments one day out of time. The reply comments were attached tothe
motion. Green Mountain apparently miscounted the date the reply comments were due. No
one has objected to the late-fiting of Green Mountain’s reply comments. We will grant the
‘motion and direct the Docket Office to file the reply comments as of July 22,1997, -
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kilowatthour disclosure if other information would provide the
customer with sufficient information to compare among
alternatives on a standard basis.

(B) Separate disclosure of all recurring and nonrecurring charges
associated with the sale of electricity.

(C) If services other than electricity are offeted, an itemization of
the servi¢es and the charge or charges associated with each.

“(2) An explanation of the applicability and amount of the competition
~ transition charge, as determined pursuant to Sections 367 to 376,
inclusive.

“(3) A description of the potential customer’s right to rescind the contract
without fee or penalty as described in Section 395.

“(4) An explanation of the customer’s financial obligations, as well as the

 procedurés regarding past due payments, discontinuance of service,
billing disputes, and service complaints. - :

»(5) The entity's registration number, if applicable.

*(6) The right to change service providers upon written notice, including
disclosure of any fees or penalties assessed by the supplier for early
termination of a contract.

“(7) A description of the availability of low-income assistance programs

for qualified customers and how customers can apply for these
programs.”

Section 394.5(b) permits the Commission to suggest inclusion of additional
information in the notice that it deems necessary to carry out the consumer protection
purposes of Section 394.5.

Due to the list of the elements required in the notice, and the various
interpretations that each ESP could give to each required element, ESPs should use the
uniform notice format that we have attached as Appendix C. Appendix C is in a format
thatis in compliance with Section 394.5. The use of the Appendix C natice will assist
consumers in being able to compare and select an ESP using a standard basis for

evaluation. We have tried to write the notice in a manner which is easily
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understandable as required by Section 394.4(d). Accordingly, all registered ESPs may
use Appendix C, including all specified passages, as the format for the Section 394.5
notice.® ESPs are free to develop their own 394.5 notice; however, the required elements
specified in 394.5(a) must be included. We address each of the individual required
elements below. |

The first required element of the notice is a clear description of the price, terms,
and conditions of service. Section 394.5(a)(1)(A) requires that the price of electricity be
in a format in which customers ¢can compare and select among similar products and
services. The price of electricity is described in Appendix C in the section éntitled “Your -
Estimated Total Price Of Electricity.” |

The CEC ¢orrectly points out that the “price of ele‘ctriéity" offered by the ESPs
will fluctuate and will depend on the future prices of electricity. If an incorrect gstimate
of the electricity price is used in the notice, the CEC ¢ontends that it will be difficult to

determine whether the ESP intended to be deceptive or was merely exeicising

reasonable forecasting judgment.

The intent behind Section 394.5(a)(1)(A) is to provide ¢consumers with a useful
method of comparing the price of électricity among different providers.” If the price of
the clectricity is not reasonably reflected in the notice, consumers will not be able to
adequately compare costs and to select a provider based solely on cost considerations.

However, as the CEC noted, the price of electricity will undoubtedly fluctuate.
Also, some of the pricing structures that are emerging as a result of the restructured
electri¢ industry tie the price of electricity as a discount or adder to the PX price.

Generally speaking, the discount of the PX price occurs where an end-use customer

% The materials contained within “{ }” in Appendix C denote that the ESP is to provide the
necessary explanation or that the ESP is to use the applicable provision.

» This intent is expressed in Section 391(g)(1) shich states: "Electriciiy consumers be provided
with sufficient and reliable information to be able to compare and select among products and
services provided in the electricity market.”
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wants a discount off of the price the customer could receive from the PX. The adder on
top of the PX price is likely to occur because of the ESP’s retailing costs. This type of
pricing has been referred to as “PX credit minus pricing” (PX minus pricing) or “PX
credit plus pricing” (PX plus pricing).

Several of the commenting parties suggested that the price of electricity be -

disclosed on a cents per kWh, and that an estimate of the monthly bill at various
consumption levels be provided. Section 394.5(a)(1)(A) now requlres that the total price
of electricity be expressed ona ¢ents-per-kWh basis. The total pnve of electncnty isto
include the costs of all related electric services and charges. That means the price is'to
include all recurnng charges of both the ESP and the UDC. In addition, the total price of
clectricity would include the ESP's markup including any applicable local or state fees.
Except as noted below, all of the notices required by Section 394.5 shall disclose the total

price of electricity on a ¢ents-per-kWh basis. :

If a cents-per-kWh pricing is used, we will require that the electricity price
contained in the notice be an actual price which the ESP will charge the customer.

If pricing is on a ¢ents-per-kWh basis, the notice shall also include an estimate of
the total monthly bill at various consumption levels for residential and small
commercial customers.

The last sentence of Section 394.5(a)(1){A) states: “In determming these rules, the
commission may consider alternatives to the cent-per-kilowatt-hour disclosure if other
information would provide the customer with sufficient information to compare among
alternatives on a standard basis.” In recognition of these new pricing structures, we will
also permit the price disclosure to be on a PX minus or PX plus pricing basis. As noted
in footnote 2, our use of the term “PX” in this decision includes both the PX established
by AB 1890 and any other exchange that offers electri¢ power at a published price.
Alternatively, we shall also permit ESPs to peg their electricity price to any other
publicly available published price index. :

1f pricing is on a PX-plus or PX-minus basis, or is pegged to any other published
price, the Section 394.5 notice shall also include an estimate of the total monthly
clectricity bill at varying consumption levels as required by Section 394.5(a)(1)(A).

- 78 -
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We decline to allow ESPs to publish in their Section 394.5 notices estimates of
their prices that are not tied to a specific, discernible index such as the PX price. An
eslimated price is likely to lead to significant customer confusion, and creates the
potential for misrepresentation or fraud by the ESP. In addition, if price estimates are
permitted in the Section 394.5 notice, the estimate would be difficult to enforce if
complaints arise regarding the charging of a price higher than the price estimate

contained in the Sect;on 394.5 notice. o
Should other pricing methods deve10p in the markel'place, the Commnssnon

should also consider whether the new pricing method provides customers with
sufficient information to allow customers to compare alternatives. The Energy Dmslon
shall be responsible for informing the Commission of any deVelc»pmg pricing methods.
Should it be necessary, the Energy Division may also convene workshops to address
other kinds of pricing methods and formats that may deVelop The assigned
Commissioners are delegated the authority to decide whether any new pricing methods
should be permitted in accordance with Section 394.5(a)(1)(A). Any future approval
will be contained in an assigned Commissioners’ ruling or ALJ ruling.

We also invite comment from market participants as to how prices can be
expressed in the Section 394.5 notice in other ways that provide consumers with
sufficient information to compare alternatives while at the same time protecting
consumers against misleading offers. Such comments shall be filed in the Docket Office
and served upon the service list within 60 days from today. Responses to those
comments may be filed within 80 days from today. Should the Energy Division deem it
necessary, a workshop may be held to address the comments with a subsequent
workshop report to the Commission.

Section 394.5(a)(1)(B) requires that there be a separate disclosure of all recurring
and nonrecurring charges associated with the sale of electricity. Appendix C contains an
area where the ESP is to insert a description and the amount of each recurring and
nonrecurring charge that the customer may be responsible for. In order that these
charges are accurately represented on the notice, the UDCs are directed to cooperate




R.94-04-031, 1.94-04-032 ALJ/JSW/bwg**

with the ESPs to ensure that all of the UDC’s charges are accurately reflected on the
notice.*

The nolice is to include an itemization of the charges for services other than
electricity, if an ESP offers such services. (P.U. Code Section 394.5(a}{(1){C).) These other
kinds of services could include such things as the sale of direct access meters, meter
reading services, or other kinds of services. Since each ESP will be offering different
produéts and services, we should not specify what the notice should séy about these
other kinds of services. However, should such services be offcred to residential or small 7
commeréial customers, the ESP shall disclose that information in th’e‘notié.e.,

- Should the ESP change any of the price, terms or ¢conditions of service, we shall
requiré the ESP to provide the customer with a written notice of such a change at least
30 days prior to the effective date of such a change. In addition, we shall require that
the Chahge notices be included as part of the standard service plan filing._ These

fequirements are consistent with the Legislature’s intent that “Consumers be provided

with mechanisms to protect themselves from marketing practices that are unfair or’
abusive” (Sectiori 391(g)(2)) and with our authority in Section 394.4(h) to adopt
additlonal consumer protection standards which are in the public interest. Any change
in a customer’s price, terms or condition of service is something that a customer shoutd
be informed about. The requirement that all change notices ate to be included as part of
the standard service plan filing will assist the Commission staff in resolving any
complaints that may arise over a billing discrepancy.

The method in which the written notice of the change is to be provided to the
customer shall be left to the ESP. Among others, methods for disseminating the notice
could include a notice in the monthly bill preceding the change, in a separate written

notice, or a new Section 394.5 notice.

* The UDC’s recurring charges would consist at a minimum of the transmission and »
distribution charge and the non-bypassable charges authorized in AB 1890. The UDC’s non-
“recurring charges could Include such things as a disconnect and a reconnection fee.
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If an ESP’s service offering to a customer provides that the rate, terms or
conditions of service are subject to change, that is a condition which .must be noted on
the Section 394.5 notice.

The second required element on the notice is an explanation of the ¢ompetition
transition charge and the amount of that charge. Some of the parties who commented
regarding the form of the notice stated that the notice should also inform customers that
they are obligated to pay other non-bypassable charges as well. We agree that the notice

should include a description of the other non-bypassable charges that residential and -

small commercial customers are obligated to pay. All notices should include the
language contained in Appendix C in the section entitled “Description Of Legislatively
Mandated Charges.” In addition to the description of the non-bypassable charges, these
recurring charges should be reflected in the UDC’s fecurriﬁg chatges in the section
entitled “Your Estimated Total Price Of Electricity.” |

The third required element of the notice is a description of the potential
customet’s right to rescind the contract “without fee or penalty as described in Section
395.” (P.U. Code Section 394.5(a}{(3).) We first note that Section 395 does nof state that a
customer can rescind the contract without imposition of a cancellation fee or penalty.
However, we believe that such a right is implied in the “right to cancel” language of
Section 395. In addition, when Section 395 is read in conjunction with Section
394.5(a)(3), the intent of the Legislature is clear that no fees or penalties shall be
imposed on the customer by the ESP if the customer exercises his or her right to cancel '
within the time period provided for in Section 395.

Another issue raised by Section 395 is what happens if no written agreement is
ever signed. That is, the transaction occurs over the telephone, including the subsequent
verification. In that situation, the direct access tariff provision provides that the DASR is
not submitted until three days after the verification has been performed, and that ifa
customer cancels service pursuant to Section 395 that a DASR shall not be submitted.
(D.97-10-087, App. A, Section E.(6).) Thus, if the transaction oCCuré_by'telephdné, the -
customer has three days from the date of the verification to cancel the switch.
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In the context of the right to cancel provision, the third party verification process,
and the Section 394.5 notice, the customer should have to right to cancel without
penalty three days after the third party verification, or three days after receipt of the

Section 394.5 notice, whichever is later. Such timing preserves the right of a consumer to

c¢ancel service without a penalty in accordance with Section 395. The direct access tariff
provision in Sections E.(6) and G of Appendix A of D.97-10-087 may need revisions to
reflect the fact that a DASR should not be submitted until the later of the two dates.
We also note that Section E.(6)(a) of Appendix A to D.97-10-087 contains an
inconsistency with what is provided for in Section 395(a). That subdivision allows a

customer the right to ¢ancel a contract “until midnight of the third business day after

the day on which the buyer signs....” Section E.(6)(a) does not describe that the last day
tb'cancel, the third day, must be a business day. The UDCs shall be directed to correct
this ini their ditect access tariff.

‘ All nOtiéeé 'sho:uld ¢ontain the language set forth in the section entitled “Notice
Of Your Righ'i To Cancel” of Appendix C.

The fourth required element is an explanation of the customer’s financial
obligations, as well as a description of the procedures regarding past due payments,
discontinuance of service, billing disputes, and service complaints. (P.U. Code Section
394.5(a)(4).) We interpret the “explanation of the customer’s financial obligations” to
mean an explanation of all finanicial obligations the customer will face if the customer
signs up with the ESP for the provisioning of electricity. These financial obligations
“include all fees associated with signing up the customer, the monthly financial
obligation of the customer, any fees associated with the termination of service by the
customer or by the ESP or the UDC, and any fees to reconnect service. The explanation
of the customer’s financial obligations should be set forth in the section of the notice
entitled “Description Of Terms And Conditions Of Service.” This section should also
describe alt of the pertinent non-financial terms and ¢onditions of service related to the
 sale of electricity. |
The "Description Of Terms And Conditions Of Service” also includes a

description of the procedures regarding past due payments and discontinuance of
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service as required by Scction 394.5(a)(4). A description of the procedures regarding

billing disputes and service complaints should appear in the section of the notice

entitled “Complaint Procedutes.” The specific language regarding these four topics is
based upon the tariff provisions that we adopted in Appendix A of D.97-10-087, and the

complaint process described in this decision.

The fifth required element of the notice is the entity’s registration number. We
have included the registration number as part of the introduction to the notice.

The sixth required element is to inform customers of their right to change service
providers. In addition to Section 394.5(a)(6), the customer’s right to change service
providers is expressed in several other code sections. Section 330(k) provides that it is
essential to “Permit all customers to choose from among competing suppliers of electric
power.” Among the minimum standards the Commission is to adopt is the following:

*(c) Change in providers: Upon adequate notice supplied by a registered
entity to the electric corporation or local publicly owned electric utility
providing physical delivery service, customers who are eligible for direct
access may change their energy supplier. Energy suppliers may charge for
such a change, provided that any fee or penalty charged by the supplier
associated with early termination of service, shall be disclosed in that
contract or applicable tariff.” (Section 394.4(c).)

It is apparent in reading Section 394.4(c) that an ESP can enter into a contract
with a customer for a fixed period of time. However, when Sections 330(k), 394.4(¢) and
394.5{a)(6) are read together in context, it appears that the Legislature intended that .
regardless of the term of the contract, a residential or small commercial customer may
terminate the contract early if adequate notice is provided to the ESP and UDC, and the
customer is aware of the fees or penalties associated with the early termination of
service. The section entitled “Your Right To Choose” in Appendix C reflects the right of
a residential or small commercial customer to terminate a contract early in order to -
switch to a new provider. Any applicable early termination fees or penalties should be
included in the notice under the section entitled “Your Estimated Total Price Of
Electricity” and should be discussed in the “Description Of Terms And Conditions of

Service.”
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The seventh required element is a description of the availability of low-income
assistance programs and how customers can apply for these programs. These programs
inctude the California Alternate Rates For Energy (CARE) progtam, as well as various
energy efficiency programs. Prior to the restructuring of the electric industry, these
programs were administered by the incumbent electrical corporations. In D.97-02—014,
we took steps to have the Low Income Governing Board (LIGB) oversee these programs
so that the ESPs could become involved in these programs as well. At the present time,
the LIGB is still developing the framework _iieéessary to oversee these programé. Thus,
at the current time, the CARE and energy efficiency programs are still befng operated
by the electrical corporations. Pufsuéf\t"l'o Section 394.5(a)(7), we will require the notice

toinclude a paragraph regarding these programs.

When the LIGB takes over the oversight and administration of these programs,

the manner in which customers can apply for these programs will change as well. The
Energy Division shall be responsible for revising this section of the uniform notice -
format when that occurs, and for informing all registered ESP’s of the change.

ORA suggésted in its comments regarding the notice that customers be informed
of the ESP’s generation resource mix. In addition, in the comments regarding thé
DAWG workshop reports on consumer protection issues, several parties expressed
concern about how consumers should be educated about environmentally friendly
generation sources and whether electricity providers should be permitted to claim that
their electricity came from environmentally friendly sources.

Scction 398.4 was recently added to the Public Utilities Code by SB 1305. (Stats.
1997, ch. 796.) That section requires every retail supplier that makes an offering to selt
electricity that is consumed in California to disclose the supplier’s electricity sources to
potential and actual end-use consumers. The CEC is considering adoption of
regulations that will specify the format for electricity source disclosure. As part of the
required Section 394.5 notice, ESPs should include the section entitled “Disclosure Of
Electricity Source.” This portion of the notice will advise interested consumers that they
will receive quarterly disclosures of projected electricity sources and an annual

statement disclosing the retail supplier’s actual sources for the previous year.
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Since the Section 394.5 notice is likely to be fairly lengthy, a summary of the key
provisions regarding the price, terms and conditions of service should appear near the
beginning of any Section 394.5 notice. This summary page should include, at a
minimum, the price disclosure, the length of the contract if any, any eaﬂy termination
fees, and the right to cancel the contract under Section 395. A sample summary appears
on the first page of Appendix C.

Some of the parties who commented regarding the format of the notice
suggested that the ESPs should be free to develop the required notice. We agree that the
ESPs should have flexibility to develop the notice. Appendix C provides that flexibility.
ESPs are free to use Appendix C and to add information to Appendix C so long as the
information is not misleading or untrue, and it pertains to the price, terms, and
conditions of service. Or, the ESPs can develop their own notite.

The format of Appendix C may have to change in the future to better reflect how

ESPs are actually designing and using the Section 334.5 notice. To preserve that
flexibility, the Commissioners assigned to direct access are delegated the authority to

make subsequent changes to Appendix C.

The details of the required format of the Section 394.5 notice were not made
known until today. We realize that it will take some time before the ESPs ¢can comply
with the requirements and other suggestions discussed above. All ESPs shall
incorporate all the required elements within 45 days from today. In the interim, the
ESPs may continue to provide potential customers with a notice that complies with
Section 394.5.*

Any ESPs registering after today shall be required to deliver a copy of its Section
3945 notice to the Energy Division-ESP Registration Unit, prior to the solicitation of any

* The Commission stated in D.97-12-090 at page 24 that all registered ESPs are to follow the
statutory provisions of Section 394.5 until such time further clarifying details are adopted by
the Commission.




R.94-04-031, 1.94-04-032 AL}/JSW/bwg **

residential or small commercial customers, or upon the first required filing of the ESP’s

standard service plan filing, whichever is earlier.

A1l ESPs who have been issued a registration number on or before today’s date
shall submit their Section 394.5 notice, i:n a format that is consistent with this decision,
to the Energy Division when the first residential customer or small ¢ommercial
customer is presented with this revised notice, or as part of the ESP’s standard service
plan filing that is due on ]uly i, 1‘?98 whichever is earlier. 1f an ESP has already entered
into an agreement witha resxdenhal or small commercial customer, the ESP shall
submit the Section 394.5 notICe to the Energy Dmslon within 15 days of today s date.

* The Commissioners assigned to direct access are delegated the authority to
suggest inclusion of additional information on the Section 394.5 notice if the assigned
Commissioners deem the revisions are hecessary"for consumer protection. (PU Code
Section 394 5(b}).) Any ¢hanges to the notice will be conveyed to all registered ESPs and
any prospective ESPs by the Energy Divisionand ina ruling.

The other issue raised by Section 394.5 is when the notice should be made
available to prospective customers. Section 394.5(a) states that this notice is to be made
available to a potential customer “prior to the commencement of service.” We interbret
that phrase to mean that the ESP shall deliver the notice to the potential customer prior
to any signing of any service agreement or contractand the initiation of a DASR on the
customer’s behalf. Such a requirement makes sense because the notice is to inform the
“potential customer” of the price, terms, and conditions of service. The potential
customer should be provided with the opportunity to review the price, terms, and
conditions of service before agreeing to switch to a different electric provider.

We shall also require that the Section 394.5 notice be made available to any
residential or small commercial customer upon request. By making the notice available
to others, consumers can compare the service offerings of different ESPs using a

standard format.
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Vii. Complaint Process

A. Complalnt Procedures
Several parties comumented on the type of complaint procedures that the

Commission should establish. Those comments were submitted prior to the addition of
Section 394.2 to the Code by SB 477.

Some of the parties believe that the Commission should establish a dispute
resolution process to handle customer complaints with ESPs. The parties in favor of
such a process believe that consumers should be a_b!é to pursue such a process at no cost

or for very little cost, and that such a process should be readily accessible to small

consumers.

Other parties contend that the Commission has no jurisdiction over ESPs to fully
adjudicate a complaint. Instead, they contend that the Commission has-only limited
authority to informally resolve any cér'nplaints against an ESP, - o

Under AB 1890, the Commission was given the authority to “accept, compile,
and help resolve consumer complaints regarding entities offéring electrical service that
are required to be registered....” (P.U. Code Section 394(c).) This subdivision was
repealed by SB 477 and added as part of Section 394.2, Section 394.2 provides in
pertinent part:

“(a) The commission shall accept, compile, and attempt to informally
resolve consumer complaints regarding registered entities. Where the
commission reasonably suspects a pattern of customer abuses, the
commission may, on its own motion, initiate investigations into the
activities of entities offering electrical service. ...

“(b) Notwithstanding other provisions, residential and small commercial
customers shall have the option to proceed with a complaint against a
registered entity either through an action filed in the judiclal court
system or through a complaint filed swith the commission. A
customer who elects either the judicial or commission remedies may
not raise the same claim in both forums. The commission shall have
the authority to accept, compile, and resolve residential, and small
commerclal consumer ¢omplaints, including the authority to award
reparations, The commission’s authority in these complaint
proceedings is limited to adjudication of complaints regarding
residential and small commercial electric service provided by a

-87-
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registered entity and shall not be expanded to include either an award
of any other damages or regulation of the rates or charges of the
registered entity. However, a person or entity which takes a conflict
to the commission shall not be precluded from pursuing an appeal of
the decision through the courts as provided for in law.

“(c) In connection with customer complaints or commission investigations
into customer abuses, registered entities shall provide the commission
access to thelr accounts, books, papers, and documents related to
California transactions as described in Sections 313 and 314, provided

the information is relevant to the complaint or investigation.

“(d) No registered entity may discontinue service toa customer for a
disputed amount if that customer has filed a complaint that is !
pending with the commission, and that customer has paid the
disputed amount into an escrow account.”. ‘

In order to determine the extent of 'th’é_ Commission’s jurisdiction over a

complaint submitted or fited against an ESP, we must analyze subdivisions (a) and (b)

of Section 394.2. Subdivision (a) states in part that the Commission “shall accept,
compile, and attempt to informally resolve consumer complaints regarding registered .
entities.” Subdivision (b) provides that residential and small commercial customers
have the option of proceeding witha compléin_t égainst_ a registered ESP by filing an
action in the courts or through a complaint filed with the Commission. The customet,’
however, cannot raise the same claim in both forums. If the complaint is filed with the
Commission, subdivision (b} provides that the “commission shall have the authority to
accept, compile, and resolve” these types of complaints, “including the authority to
award reparations.”

We believe that the legislative intent in establishing subdivisions (a) and (b) of
Section 394.2 was to allow the Commission to distinguish between two types of
consumer complaints. , ,_

Under subdivision (a), the Commission will “attempt to informally resolve” all
complaints involving ESPs. This informal resolution will include complaints regarding
billing, as well as attempts to informally resolve complaints involving thé . |

reasonableness of the termis and conditions of service.
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If this type of informal complaint is submitted to the Commission, Section
394.2(a) provides the Commission with the flexibility to pursue an alternative dispute
resolution process. This is in addition to the informal process 1_hat the Consumer Affairs
Branch currently uses to try to resolve customer complaints against regulated utilitics.
These informal processes would avoid the necessity of having to formally file these
" types of complaints and to hold formal hearings that ¢ould only result in a non-binding
recommendation. The Director of the Energy Division and the Chief AL] shall develop

recommended procedures within 90 days to address informal processes to handle these

kinds of complaints. Such procedures can be established by way of a Commission
resolution.

The Commiission is also autho_rizéd to handle formal compiaints under
subdivision (b) of Section 394.2. Subdivision (b) confers upon the Commission the
authority to accept, compile, and resolve complaints against registered ESPsby
residential and small commercial customers. The Commission is empowered under this
subdivision to adjudicate complaints that dé not involve the reasonableness of the rates,
charges, or terms and conditions of service. For example, the Commission can
adjudicate a complaint alleging that the ESP is not in compliance with a statute or
Commission decision pertaining to direct access. Under such circumstances, the
Commission has the authority to resolve the underlying complaint and to award
reparations. The Commission also has the authority to resolve complaints that involve
the rate, charge, or terms and conditions of service when, for example, the complainant
alleges that the ESP has charged the customer a higher price for electricity than what
was promised to the customer or what the customer agreed to. Essentially, the
Commission retains full authority to adjudicate a complaint which involves deceptive,
unfair or abusive marketing practices.

This interprelation Is supported by the statements in subdivision (b) that
although a customer has the option of proceeding with a court action or the fiting of a
complaint with the Commission, the customer “may not raise the same claim in bth
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forums,”* and that “notwithstanding other provisions” such as Section 394(e), the
customer has the option of deciding where to file its complaint.

SB 477 does not address the situation where an end-use residential or small
commercial customer has a complaint against a non-registered ESP. Section 394.2 does
not confer any authority over the Commission to handle that type of complaint.
However, the Legislature has given the Commission the authority to open an
investigation into the “activities of entities offering electrical service” if the Commission
suspects a pattern of customer abuses. (P.U. Code Section 394.2(a).) This authority does
not limit the Commission to just an investigation of registéred EsPs.'li_xstéad, wé

‘ intétpret the phrase “activities of entities offering electrical service” to mean théat the
Commission can open investigations into anyone offering el_ectriéél service, incluair\g
:egistefed and uhregistéfed 'ESI.’s', as well as those ESPs \Q_ho offer servntes tolarge
commercial and industrial customers. This broad investigative authdrity'is'appmpriate

 to énsure that all classes of customers are adequately protec_ted in the restructured

electric environment.

If the investigation concerns a registered ESP, it could tead to the suspension or

revocation of the ESP’s registration, or it could lead to civil or criminal actions as
provided for in Section 394.25. In lieu of opening an investigation, the Commission
could take direct enforcement action against registered ESPs as provided for in Section
394.25.’Any investigation into the activities of non-registered ESPs or ESPs who serve
large commercial or industrial customers could result in civil or criminal actions as well
as provided for in the existing statutes.

In addition to an investigation, the Legislature intended that complaints against
ESPs who market electric services to large commercial and industrial customers may be

pursued in the courts. This is evident from the Legislature’s declaration in Section

* The second sentence of Section 394.2(b) seems to suggest that a customer could file two
separate complaints, one with the Commission and another in court, so long as the same claim
is not raised in both forums. Our decision today does not address whether that is what the
Legislature intended. :
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391(d) that “Latger commercial and industrial customers are sophisticated energy

consumers that have adequate civil remedies and are adequately protected by existing

commercial law.” (Emphasis added.)

In order for the Commission to stay abreast of the complaints against non-
registered ESPs marketing to fesidential and small commercial custorers, and the
activities of ESPs who market to the larger commer‘ciai and industrial customers, we
will direct the Docket Office to refer these kinds of complaints to the CSD. This will
allow the staff to be made aware of the activities of ESPs who may be engaging in 7
suspected custormer abuses in violation of the Publi¢ Utilities Code and the decisions
regarding the restructured electricity market. It will also allow the Commission to
compile data about these other kinds of complaints. Should it be necessary; the CSD can
recommend that an mvestigahon be opened, or the Commission can pursue civil or
criminal actions agamst the ESP being complamed of.

Upon receipt of complaints involving non-tegistered ESPs, of ESPs who market
to large commetzcial and industrial customers, the Docket Office shall send a letter to the
complainant rejecting the complaint, and informing the complainant that the
Comumission has no jurisdiction over this type of complaint and that the complainant
should seek relief in civil court. The letter should also advise the complainant thata
copy of the complaint has been forwarded to the CSD to determine whether the

Commission should pursue any civil or criminal actions against the entity. The ALj

Division and the CSD are directed to develop the necessary procedures to address the

above procedures.

One of the issues raised by ORA is whether the Commission ¢an require the ESPs
to produce their records. This is partially answered by 5B 477. If a customer complaint
is filed with the Commission against a registered ESP, or if the Commission opens an
investigation into customer abuses by a registered ESP, Section 394.2(¢) specifically
provides that the “registered enlities shall provide the commission access to their
accounts, books, papers, and documents related to Califomia transactions as dQSCl’lde
in Sections 313 and 314, provided the information is relevant to the complaint or

investigation.”
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Section 394.2(c) does not address whether non-registered entities are obligated to
provide the Commission with access to their documents when the Commiission opens
an investigation into the ESP in accordance with Section 394.2(a). Although there is no
statutory requirement in SB 477 which directs non-registered ESPs to provide this kind
of information, the Commission can obtain this information from these entities through

the Commission’s subpoena power as provided for in Sections 311(a) and 312.

B. Billing Disputes And Continued Service

Section 394.2(d) provides that if a complaint is filed with the Commission Against
a registered ESP, the ESP is prohibited from discontinuing service to the custqmer over
the disputed amount if the customer deposits the disputed amount into an escrow

account. This prohibition codifies and reflects the tariff requirement that electrical

| corporations currently follow. -
In D.97-05-040, we required that each registered ESP provide each potential
customer at the time of offering the electrical service, the notice described in Section 394

as added by AB 1890. The provisions in Section 394 were subsequently incorporated
into Section 394.5 as added by SB'477. Section 394.5(a)(4) specifically provides that the
written noticé include: “An explanation of the customer’s financial obligations, as well
as the procedures regarding past due payments, discontinuance of service, billing
disputtes, and service complaints.” Thus, the written notice required by Section

394 5(a)(4) must inform potential customers of the procedures regarding billing
disputes, including the procedure provided for in Section 394.2(d). Appendix C
contains such a provision.

The issue also arises as to whether the customer bill rendered by a registered ESP
should contain a notice that for a customer to avoid discontinuance of service for a
disputed amount, the customer should deposit the disputed amount with the
Commission. Section 394.4(¢) provides that the bills of registered ESPs are to “have a
standard bill format, as determined by the commission....” The subdivision also
- provides, "A registered entity contactéd by a customer regarding a billing dispute shall

advise the customer at the time of the initial contact that the customer may file a
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complaint with the commission if its dispute is not satisfactorily resolved by the
registered entity.”

Since onie of the purposes of AB 1890 and SB 477 is to ensure that residential and
small commercial consumers aré provided with mechanisms to protect themselves from
marketing practices that are unfair or abusive, we will require registered ESPs to
include on all their customer bills a notice that informs customers of their rights under
Section 394.2(d). This notice is appropriate in light of the statutory provisions. The
Legistature in Section 394.4(¢) left it up to the Commission to determine the standard
bill format, and stated in Section 394 4(h) that the Commission may adopt “additional
residential and small commercial consumer protection standatds which are in the o .

public interest.” We conclude that such a notice provision is in the public interest

because it will inform residential and small commercial c‘u:stome_r’_s‘ that a registered ESP

nay not discontinue service over a disputed amount if the customer files a complaint
with the Commission, and the customer has paid the dié;puted amount into an escrow
account. . : A _ _ |

' PG&E points out in its comments to the draft decision that the procedure set
forth in Section 394.2(d) differs from what was adopted in Sections O.(1){h) and O.(3)(e)
of Appendix A of D.97-10-087. The UDCs shall conform the two direct access tariff
provisions to Section 394.2(d) by an advice letter by including the following. For
Section O.(1)(h), the following shall be inserted as the last sentence:

“However, no registered ESP may discontinue service to a small customer
for a disputed amount if that small customer has filed a ¢complaint with
the CPUC, and that small customer has paid the disputed amount into an
escrow account.”

For Section O.(3)(e), the following senterice shall be added at the end of that
paragraph:

“However, no registered ESP may discontinue service to a small customer
for a disputed amount if that small customer has filed a complaint with
the CPUC, and that smal customer has paid the disputed amount into an
escrow account.” - : '
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Vill. Section 394.4 Minimum Standards

A. Introduction
SB 477 added Section 394.4. The introductory paragraph of that section states in

pertinent part:

“Rules that implement the following minimum standards shall be adopted
by the commission for registered entities offering electrical services to
residential and small commercial customers ....”

Thus, the standards set forth in Section 3944 apply to residential and small commercial

customers. ' _ .

As noted earlier, the Commission has alfeady ad'opted a series of rules in other
decisions which address some of the standards contained' in Section 394.4. In the
sections below, we elaborate on some of the standards and rules, or adopt rules for
standards that we have not yet addressed:

B. Physlcal Disconnects And Reconnects

One of the minimum standards that the Commission is required to adopt -
concerns physical disconnects and reconnects. Section 394.4(b) ’provides_ in péftineﬁt

part:

“Only an electrical corporation ... that provides physical delivery service
to the affected customer shall have the authority to physically disconnect
or reconnect a customer from the transmission or distribution grid.
Physical disconnection by electrical corporations subject to the _
commission’s jurisdiction shall occur only in accordance with protocols
established by the commission.” -

In prior decisions, we addressed the service disconnection and reconnection
issue. Section 394.4(b) makes clear that only an electrical corporation can physically
disconnect or reconnect a customer from the transmission or distribution grid.
Although we did not express it in those terms, Section R of Appendix A of D.97-10-087
permits only the UDCs to disconnect and reconnecta customer if the customer fails to
pay any amounts owed to the UDC. All ESPs shall ensure that they abide by this
statutory provision, and the UDCs shall abide by the disconnection protocols that we
adopted in D.97-10-087.
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C. Standard Bill Format o ,
One of the standards that the Commission is to adopt is a standard bill format for

all bills. Section 394.4(¢) states:

“(e) Billing: All bills shall have a standard biil format, as determined 'by

the commission or the governing body, and shall ¢ontain sufficient detail -

for the custommer to recalculate the bill for accuracy, Any late fees shall be

separately stated. Each registered entity shall provide on all customer bills

a phone number by which customers may contact the entity to report and

resolve billing inquiries and ¢complaints. A registered entity contacted by a

¢customer régatding a billing dispute shall advise the customer at the time

of the initial contact that the customer may file a complaint with the

commission if its dispute is not satisfactorily resolved by the registered

entity.” : o :

The stemdard bill format is also discussed in Section 392(c). That subdivision
states: “The standard bill format developed by the commission pursuant to subdivision
(e) of Section 394.4 shall also apply to electrical corporations.”

~ Electrical corporations are required by Section 392(a)” to disclose the following
components on its billk: | -

“(A) The total charges associated with transmission and distribution,

including that portion comprising the research, environmental, and
low income funds.

“(B) The total charges associated with generation, including the
competition transition charge.”

In addition, the electrical corporations are to “provide conspicuous notice that if the
customer elects to purchase eleciricity from another provider that customer will
continue to be liable for payment of the competition transition charge.” (Section
392(a)(2).)

The provisions of Section 392(a), formerly Section 392(c), were discussed in
D.97-05-040 at pages 63 and 64. The electrical corporations were ordered in that decision

¥ The provisions of Section 392(a) as added By SB 477 were originally contained in former
Section 392(c) as added by AB 1890. a
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to ensure that their electrical bills contain the billing components and notice required by
that section. : .
We also addressed billing format fssues in D 97-12 090 at pages 23 and 24. We
directed the UDCs to include a tariff requlrement that “custorier nghts” language be
included on the back of the electricity bill that is preSented to lhe end-use ¢ustomer, In
addition, the Commission stated that all reglstered ESPs are expected to follow the
provisions contained in Sectlon 394. 4(e) ‘ S

- The unbundlmg decision, D.97-08-056, also addrésSed bl“ fOrmal issues for the
UDCs Among other thmgs, the Commission adopted the suggesuon that the UDC’s bill
also separately identify the followwg components energy, transmission, dlstrlbuhOn,

| CTC, public purpose programs and nuclear decommissioning costs. This separate
identification of the bills is to be put in place no Iater than June 1, 1998.
All of the items menhoned above affecl what the standard bill f0rmat should ‘
ook like. In addition, certain blllmg informauon that currently appears in the electncal

corporahons bills, should also appéar on the bl]]S of both the ESPs and the electrlcal
corporatlons - . : .

" We first note that 1f the ESP is going to do consolidated billing, the ESP shall be
responsible for ensuring that all of the charges that are required to appear on the UDC'’s
bill also appear on the ESP’s consolidated bill. Such a requirement is consistent with the
goal expressed in D.97-08-056 that customers should be “entitled to information about
the services and investments for which they are paying” and is also consistent with the
Legislature’s intent that the bill “shall contain sufficient detail for the customer to
recalculate the Bill for accuracy.” (D.97-08-056, p. 52; PU Code Section 394.4(¢).)

Second, the bill format for both ESPs and UDCs shall indicate the customer’s
name, account number, the electri¢ meter number, the number of days in the billing
cycle, and the electricity usage»during that cycle expressed in kWh. To the extent
possible, the b:ll should also include the prior meter read and the current meter read.
This kind of meter and usage information will allow the customer to verify whether it
was the customer’s meter that was read, and to recalculate the cost of the electricity.
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Third, the bill format shall include the charge for the cost of the electricity. In -
addition, the bill shall indicate the cost of the electricity on a cents-per-kilowatt hour .
basis. Both of these items enable a consumer to recalculate the price paid for electricity.

Fourth, the bill may contain a comparison for the current billing month and what
was used by the same customer in the prior year at that same address. This shall be an -
optional format field. The usage information is beneficial to consumers because it allows
them to compare their usage history and to take conservation measures should they
believe if to be necessary. Having a usage history may be a marketing too! that ESPs
and UDCs can use to promote their services. On the other hand, ESPs may wantto
taitor the bill to what the ¢ustomer would like to see. By making this an optional format
field, the ESPs retain that flexibility. .

Fifth, the bill format shall include an area for other kmds of charges, and should
be labeled as “Other Charges” or andther appropriate descnphon. This line item is to
reflect the other kinds of charges associated with the sale of electricity. Should there be
other charges, there should be a descriptive he'ading for each charge, These “Other
Charges” could include, for example, such things as any applicable taxes, deposits,
returned check charges, or other kinds of charges* Any late fees are to be separately
stated on the bill as required by Section 394.4(e).

Sixth, as required by Section 394.4(¢), the bill format of both the ESPs and the
electrical corporations shall include a telephone number that customers may call for any
billing inquiries or complaints, and shall include a description that a customer service
number or telephone assistanc¢e number is available. Although we shall not require it,
the area for the telephone number should also list the hours of operation so that
customers will know when they can call. We also note that Section 394.4(e) requires that

if a customer calls or contacts a registered ESP regarding a billing dispute, the ESP must

¥ If there are “Other Charges,” a description of those charges are to be included in the Section -
394.5 notice. '
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inform the customer at that point of contact that the customer may file a complaint with
the Commission if the dispute is not satisfactorily fesolved by the ESP.

Seventh, we shall require the bills of both ESPs and electrical corporations to
contain “customer rights” information. This type of information shall include, ata
minimum: a description of when the bill is considered past dug; the amount of deposit
that can be requested; a summary of the complaint procedures as provided for in
Section 394.2 and as interpreted in this decision; and that service ¢cannot be discontinued
over a billing dispute if the procedure set forth in Section 394. 2(d) is followed The ESPs
and electrical COrp()ratlons are free to add other kinds of customer rights information.

Eighth, the bill format shall include a_ date for the payment. This will ensure that
customers know the date when the payment becomes due so that they can timely pay

the amount due without incurring any late charge.
Ninth, should the ESP or the UDC offer billing for services that are untelated to
the sale of electricity, the bill for such services shall be in a separate section of the bili,

although the total of those charges can be included as part of the calculation of the total
bill. In order to allow customers to be able to “recal¢ulate the bill for accuracy, " each
non-energy related charge should be separately itemized witha descnpm’e heading.
By requiring separate line items, a customer will be able to determine how much the
customer was charged for each service.

In addition to the above-described line items, the ESP and electrical corporations
are free to add a line item for the total charges, or line items for total curfent charges,
previous balance, any payment received, and total amount due. The bill can also reflect

other useful information that consumers may need to understand their bill or the

services offered.
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In recognition that some companies may be 1:ing different billing formats, all
UDCs and ESPs shall have 60 days from today to comply with the above standard
billing format.”

D. Metering Issues

Section 394.4(f) provides that “{a]n electric customer shall have a reasonable
opportunity to have its meter tested to ensure the reasonable accuracy of the meter.”
The Commission is to decide who is responsible for the cost of that testing in service
territoﬁés of entities that the Commission has jurisdiction over.

In D.97-10-087, the Cominission adopted some tariff proviéions regarding meter
calibration and testing, and the testing of meter functions. In addition, the tariff
provisions adopted in D.97-10-087 contain provisions that address billing adjustments
for meter error and billing error. Those provisions also specifically reference the UDCs’
tariff provisions regarding meter error. (D.97-10-087, App. A, Sections H.(4),> H.(5),
N.(6).)

The problem that this Commission faces in implementing Section 3944(f)isifa

non-utility ESP maintains the meter since a non-utility ESP is not required to have its
tariffs approved by the Commission. One would expect that the customer’s right to
correct any billing or metering error with respect to a non-utility ESP maintained metet
should closely parallel the provisions that the Commission adopted for the UDCs. If
there are parallel provisions, then the party who pays for the testing should be in
accordance with the provisions of Section H.(4) of Appendix A of D.97-10-087.

In a situation where a customer suspects that an error has occurred with a non-
utility ESP maintained meter, but the ESP is not cooperating to resolve the matter, or
the customer’s contract with the ESP does not address metering or billing error, then

the customer may submit a complaint with the Commission pursuant to Section

® The standard bi}l format requirements discussed above shall not apply to master-meter
customers. Billing format requirements for those customers will be considered in a future
decision addressing master-meter and direct access issues.
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394.2(a). In that proceeding, we can order the ESP to test the meter, or should it be
necessary, the Commission can order the UDC to test the meter in question. If the meter
is within the Commission-approved standards, the customer should pay for the cost of
the testing. |

~ Inthe comments to the two DAWG reports, sonie of the parties expressed
concern about the sale or use of tampered or defective metérs, or the intentional
diversion of electricity to an alternate meter with the intent of billing customers for
h;gher than actual usage. We prewously addressed these kmds of metermg issués in
D.97-10-087 and in D.97-12-048. We believe that the requnrements of those two
decisions are sufficient to protect consumers and to ensure that the meters are
accurately reporting actual consumption. ' ‘ | ‘

" One of the other metering issues raised in the comments t6 the DAWG reports -
was whether to permit the installation of service-limiting meters as a means of reducmg :
payment delinquencies and collection costs. A service-limiting meter would cut off
service to a customer after reaching a certain predetermmed consumption level. We do

not believe that the mstallauon of these kmds of meters is needed, nor do we atithorize

these kinds of meters to be installed in this decision. We have adopted procedures

which allow the UDCs to disconnect service to a customer if the customer fails to pay
any portion of the electricity bill. These disconnection procedures are sufficient to

ensure that customers pay their electricity bills in a timely manner.

E. Customer Deposits
Section 394.4(g) provides that registered entities may require deposits from their

residential and small commercial customers before commencing service. However, the
deposit cannot be more than the estimated bill of the customer for a three-month
period.

As part of the written notice required by Section 3945, ESPs are to mcludc an
explanation of the customer’s financial obllgatlons The term “financial obligations”

includes an explanation of any deposxt requirements. If an advance deposit is required
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by the ESP, we will require that the Section 394.5 notice contain an explanation of the
ESP’s deposit requirement. In addition, the notice should also state the following:

“If an advance deposit is required, the law provides that the deposit
cannot be more than your estimated bill for a three-month period.”

Appendix C of this decision reflects the above language.

Some of the partie_é commented that the requirement of a deposit should not be
used as a means of discriminating against certain customer groups."l‘hé inclusion of
Section 394.4(g)by SB 477 alleviates some of this concem. Section 394.4(g)pr'e‘\"er{ts an
ESP from collec‘tririlg a depositin excess of the estiméted biil for a three-month périod.

However, the ¢concern remains that an ESP might use the deposit recjuiremeiit to screen

out customers that an ESP does not want. 4
© Section 453 is meant to protect against the latter concern. Section 453 prohibits

public utilities from discriminating against customers.® Although Section 453 applies
only to public utilities, it is in the interests of both the state and the public that the same
kind of prohibitions should be extended to all ESPs as well. In fact, the Unruh Civil
Rights Act (Civil Code Section 51 & seq.) protects all consumers from discrimination by
any business establishment.

In the telecommunications industry, the Commission expressed its opposition to
any redlining and unlawful discrimination. (See D.95-12-056, p. 85, App. C, 4.E.(17);

® Section 453 provides in pertinent part:

“(a) No public utility shall, as to rates, charges, service, facilities, or in any other respecl, make
or grant any preference or advantage to any corporation of person or subject any corporation or
person to any prejudice or disadvantage.

*(b) No public utility shall prejudice, disadvantage, or require different rates or deposit
amounts from a person because of race, religious creed, color, national origin, ancestry, physical
handicap, medical condition, occupation, sex, marital status or change in'marital status. ...

“(¢) No public utility shall establish or maintain any unreasonable difference as to rates,
“charges, service, facilities, or in any other respect, either as between localities or as between
classes of service.” S
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D.96-10-066, p. 62.) We reiterate that position hete with féspect to thécompetjtive
electricity market. )

In addition to the Section 394.5 notice, the Commission ¢can take steps to make
the public aware about how much of a deposit can be requested. The CSD could take
the lead and disseminate consumer advisories to the media about ho_iv muich of a

‘deposit an ESP can request." Such an advisory could emphasize that a simple rule of
thumb for consumers is to determine what the consumer’s average _méﬁthly electricity
bill is and to multiply that by three. Thus, if ':m’ESP requests a deposit from the |
customer priof to the start of service, the deposit should not exceed the customer’s
average monthly eléc‘tricity bilt niultipliéd by three, The advisory should caution that
consumers should question the purpose of all upfront fees required by an ESP, and
should compare those fees with what other ESPs and the local utility are chargmg The
Director of CSD shall explore ways in which consumer advisories can be used to

inform consumers about this {ssue. A
Anissue related to deposits is whether an ESP should be requu'ed to post a bond

of make a deposu with the Commission to ensure that the ESP returns the deposits of
customers. As discussed earlier in the proof of financial viability section, we will require
the ESP to place a deposit or post a bond with the Commission to ensure that customers
have a source of recourse should an ESP fail to perform or fraudulently takes the

customers’ monies.

tX. Refusal To Serve
This section addresses the concern that some parties raised regarding redlining

of certaln customer groups or communities, Redlining is the practice of refusing service
to certain customer groups or communities based on discriminatory ¢riteria or to

provide service to those customers or communities at different prices. Some of the

* The consumer advisory could also include a discussion of other issues that consumers should
be aware of when selecting an ESP. .
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patties believe that the Commission should adopt adequate oversight mechanisms to
prevent any intentional or inadvertent discrimination that may occur. ,
As we noted in the discussion above regarding customer deposits, the same anti- .
discrimination prohibitiohs that apply to public utilities, as well as the Unruh Civil
Rights Act, should apply to all ESPs markéting electricity in this state. At the same time,
the Commission recognizes that non-utility ESPs are not undet the obligation to
provide universal service to all pérsi;ns, and that the ESPs are free to exercise their

business judgment to enter and exit markets. - . o ,
In deciding what the Cormission should do about redlining, the Commission fs

constrained by its narrow regulatory authority over ESPs. If a potential customer or
community is discriminated against, individual actioﬁs‘ﬁ_cAh be pursued in civil court
under the Unruh Civil Rights Act.Ifsucha pattern is es't;ibii'shéd, or if the ESP is found
to be in violation of the Unruh Civil Rights Act, the Commission can open an
investigation to determine whether an ESP’s registration should be suspended or
revoked. o | _

" To assist consumers and the Commission in determining whether discrimination
or redlining has occurred, Section 394.5(c) provides:

“ Any entily offering electri¢ services who declines to provide those
services to a consumer shall, upon request of the consumer, disclose to
that consumer the reason for the denial in writing within 30 days. Atthe
time service is denled, the entily shall disclose to the consumer his or her
right to make such a request. Consumers shall have at least 30 days from
the date service is denied to make such a request.”

This requirement enables customers, as well as the Commission, to detect
redlining patterns and incidences of discrimination. Whenever a potential residential or
small commercial customer Is denied service by an ESP, the ESP is required under this
subdivision to inform the would-be customer that the customer has a right to request
that the ESP provide the reason for denying service. The ESP is obligated to provide the
reason to the consumer within 30 days from the date of the request. The Section 394.5
notice also describes this right to know why service was refused. The reason whya

consumer is refused service by an ESP will be one of the things that the Commission
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will examine should a pattern of discrimination be established. We expect all ESPs
offering electrical service to residential and small commercial customers to abide by
Section 394.5(c). The failure to inform the dented customer of the right to request the
reason for the denial, or to fail to provide the reason for the denial after being requested
to do so, could result in a suspension or revocation of the ESP’s registration.

“The Commission has already taken steps to ensure that redlining and
discrimination will be minimized. The approval of the statewide CEP has led to various
media campaigns and direct mailings that target every electricity consumer in
California. Consumers are being educated about their choice in selecting an electric

provider. This educational effort makes it more difficult for an ESP to discriminate

because informed consumers can challenge any ESP’s reason for refusing service. The

efforts of the EET will also help educate consumers, particularly those who live in low-

income communities which are more likely to be the target of redlining, about their
right to choose an ESP. |

To the extent possible, the CEP, the EET, and the Commlsswn staff should
inform the public about the provisions of the Section 394.5 notice as part of their
educational outreach efforts. The inclusion of this material will inform consumers

about their right to know the reason an ESP refuses to provide a consumer with service.

X. Pro-Active Consumer Protection Activities
AB 1890 and SB 477 contain a number of activities that the Commission is to

undertake or oversee. Two of these aclivities are the CEP and the EET. The CEP
activities have been underway for several months already. We plan to issue a decision
shortly regarding the EET’s proposed work scope.

The electric restructuring legislation also addresses other activities that the
Commission is to undertake. As discussed earlier, Section 392.1(¢) requires the
Commission collect and analyze information so that easily understandable
informational guides or other tools can be developed. ORA will be making
recommendations to the Commission with respect to that activity.
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Section 392.1(b) states that the “commission shall issue public alerts about
companies attempting to provide electric service in the state in an unauthorized or

fraudulent manner as defiried in subdivision (b} of Section 394.25.” The Commission

has issued similar kinds of alerts in the past involving regulated utilities. As we move

toward a competitive envitonment, the staff must be ready to respond quickly and
issue such alerts if ESPs are suspected of engaging in unauthorized or fraudulent ‘
activitiés.

An jssue raised by Section 392.1(b) is whether the public should be alerted before
the Executive Director has made a finding pursuant to Section 394.25(a). Since a public’
alert can cause prospective customers to be wary of a particular ESP, such alerts should
be issued only after the Executive Director has consulted with the managing
Commissioner and made the finding provided for in Section 394.25(a). If an entity is
required to be registered, but is not, and that entity is offermg electrical servicesina
fraudulent or unauthorized mannet, an alert may be issued before an mveshgahon is
opened into the activities of the entity offering electrical service if, in the CSD Director’s
opinion and the concurrence of the managing Commissionet for consumer protection,
electricity customers may be harmed. The Director of CSD shall develop the necessary
procedutes to ensure that public alerts are issued consistent with the above discussion.
CSD shall also coordinate the dissemination of the public alerts with the Commission’s
News Bureau and the managing Commissioner for consumer protection.

In order to enable consumers to understand what rights they have as consumers,
and to educate consumers about what types of questions that consumers should ask
when selecting an ESP, the CSD, in conjunction with the Energy Division, shoutd
develop consumer advisories that can be distributed to the media and to groups and
organizations. For these consumer advisories to reach as many different consumers as
possible, media sources that serve non-English speaking consumers should be targeted
as well, The use of the Commission’s Internet site should also be considered as a means
of distributing consumer advisorles. CSD should also ensure that whatever information
that is made available to the general publi¢ on the Commission’s web site should also be

made available to the public in a printed ¢opy.
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In addition, the UDCs are directed to explore ways in which the CEP can be used
to disseminate information regarding these kinds of consumer protection concerns as
part of their end-of-program effort in the time remaining. For example, if another direct

~mail piece is planned, a section regarding consumer protection safeguards could be
included.

Consumer outreach and advisories of this sort should é)&pléin the steps thata
¢onsumer should take when an ESP markets to them. The advisory should explain the
purpose of the ESP registration process; what the ESP must arrange inbfder to deliver
électricity'lo the end-use customer, such as signing a service agreemént with the UDC
and arranging for a source of eléctricity; the verification ’proc"e's's that must be followed
to switch to an ESP; the DASR that must be filed to switch to an ESP; before begmmng '7
service the ESP must provide the customer with the Section 394.5 notice; how much of a
deposit an ESP ¢an request; and that consumers should compare the fees and services.
By pro-actively diéséniif\atiﬁg this kind of information to all c()nsumefs', the

Commission can help ensure that consumers have the information they need to assist

them in selecting the ESP of their choice.

X1, Other Issues 4

A. Enforcement Provislons
SB 477 specifically provides that registered ESPs are subject to other enforcement

provisions that are contained in the Public Utilities Code. Section 394.25(a) states in
pertinent part:

“The commission may enforce the provisions of Sections 2102, 2103, 2104,
2105, 2107, 2108, and 2114 against registered entities as if those entities
were public utilities as defined in these code sections. Notwithstanding
the above, nothing in this section shall grant the commission jurisdiction
to regulate registered entities other than as specifically set forthin this
part. Registered entities shall continue to be subject to the provisions of
Sections 2111 and 2112

Any entity who is ¢onsidering doing anything contrary to the statutory
provisions regarding electri¢ restructuring, and the decisions adopting such safeguards,
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should think twice. The Commission will not hesitate to act swiftly and decisively
against any electric provider in violation of the applicable statutes or our decisions.

All providers of electricity should also be aware of the provisions of Section 396.
Section 396, as amended by SB 477, provides that if a consumer is damaged by a
violation of Article 12 (Consumer Protection) by an entity offering electrical services,
the consumer {s entitled to recover actual damages, exemplary damages, equitable
relief, and the consumer’s reasonable attorney’s fees and court costs. It is in the interests
of all electricity providers to ensure that they follow the statutory requirements set out
in Article 12 and in this decision. |

B. Claim For Property

Section 394.27 was added to the code by SB 477. That section provides as follows:

“When a customer files a claim with an electrical corporation for damages
to property resulting from the curtailment of electric servi¢e due to the
failure of the electrical corporation to reasonably provide service or
restore service within a reasonable time after a fire, flood, earthquake, .
other natural disaster, or act of God, the electric corporation shall inform
the ¢ustomer that such claim may be pursued in small claims court or
other judicial courts, depending on the amount of the claim.”

The UDCs shall take the necessary steps to incorporate the requirements of
Section 394.27 into their customer contact procedures should inquires about damages to
property arise. The CSD should also be made aware of this code section in order to

prepare any consumer advisories that might need to issue when these kinds of

problems occur.

C. Language

In the two DAWG reports and in the comments to those reports, one of the issues
of concern is to ensure that all customer groups receive information regarding electric
restructuring in a language that they understand. The CEP and the bill inserts

associated with electric restructuring have been designed at the outset to be sensitive to

these needs.
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Section 394.4(d) has also incorporated this need to present information in a
language other than English. That subdivision provideé that any written notices
describing the terms and conditions of service, service agreements, late payment,
discontinuance of service, and disconnection notices, be “in the language in which the
entity offered the services.” Thus, if a registered ESP markets its electrical services to

customers in a language other than English, the ESP must also provide the written

notices in the same language. Section 394.4(d) also states that such notices shall be

“easily understand_éble.”

D. Clearinghouse For Marketing Information

The DAWG reports, and the commeénts to the reports, addressed the issue of
whether the Commission or some other entity should act as a central clearinghouse for
all the various ESP service offerings. The idea behind the clearinghouse is to make
co:ﬁparative shopping information available in a uniform format to as ma‘ny customers
as pdssible.’

Some of suggested clearinghouse ideas include the following: a monthly listing
of registered ESPs, including those ESPs who have been suspended or revoked; a
biannual listing of price comparisons among ESPs; a listing of ¢consumer complaints; a
~ glossary of energy service terms and a description of services; and the creation of
certain benchmarks that ESPs must meet. Many of these suggestions have been
incorporated into various statutes as added by SB 477, and have been addressed in this
decision. For example, the list of registered ESPs has already been established. The
Energy Division will also be responsible for creating and maintaining the list of electric
providers who are not required to register, i.e., electrical corporations and public
agencies, but who request under Section 392.1(a) to be included on the list of ESPs
serving residential and small commercial customers. The Commission has already
established an Internet web page that anyone can ac¢ess which lists all of the ESPs who
have applied for a registration number, The list also reflects whether an ESP’s
reglslrahon number has been suspended, cancelled of revoked. In addition, thereisa

listing of pending formal investigations into ESPs.
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The Energy Division will also be receiving information about the service
offerings of all registered ESPs through the standard service plan filing. This filing will
describe the type of service offerings available, as well as the price, terms, and
conditions of service. In essence, all of the information that is needed for someone to
compare service offerings will be collected by the Energy Division on a semi-annual
basis initially. Although we recognize the difficulties that the Commission staff would
encounter if they had to develop a real-time database for comparing priCes among
¢competing ESPs, the idea of an information clearinghouse has merit.

We propose that the ORA develop a matrix of categories that allox\rs consumers
to easily compare one service offering with another. This matrix could be developed in
conjunction with interested parties as part of a workshop. ORA has been charged in -
Section 392.1(c) with the responsibility to collect and analyze the standard service plan
offerings, and to prepare “informational guides or other tools to help residential and
small commercial customers understand how to evaluate competing electric service
options.” ORA would then have to evaluate and summarize the various service
offerings of registered ESPs from the materials submitted as part of the standard service '
plan filing and insert the summary information into the matrix. 1f ¢omputer disks of the
Section 394.5 notice are submitted as part of the standard service plan filing, each
registered ESP’s notice could be posted on the Commission’s Internet web site, along
with the comparison matrix. If ORA provides such information, consumers would have
virtual access to all of the competing service offerings in one central repository.

We recognize that the standard service offerings are filed only on a semi-annual
’basis initially, and that the information that ORA summarizes may quickly become
outdated. This problem could be resolved by providing a cautionary statement that the
information was current as of a certain date and that consumers should contact the ESPs
directly for current rates, terms and conditions of service. In addition, if ESPs see value
in this clearinghouse matrix, the ESPs could notify ORA of any relevant changes and

submit the necessary documents verifying the change as soon as they occur. Provided

there are sufficient staff resources, ORA could then update the information in the

matrix.
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Since the electrical corporations are not required to make the standard service
plan filing, ORA would need to obtain the matrix-type information from the tariffs on
file with the Commission. Inclusion of the electrical corporation’s offerings will provide
consumers with all available choices.

We invite parties to comment on the above clearinghouse proposal. Opening
and reply comments shall follow the same schedule for comments on the proposed final

standards for financial, technical and operali()na! capabilities.

E. Monitoring Of ESP Complaints
We stated in D.97-05-040 at page 31 that certain mOmtormg dewces should be

considered as a means of allowing us “to track the progress of direct access, the extent
to which there is competition, how well our consumer protection safeguards are
working, and the effectiveness of the consumer education efforts.” As part of this
monitoring effort, we propose to have the UDCs track and provide reports of calls from
end-use consumers regarding complaints against any registered or non-registered
entity offering electrical service to the public. The UDCs are likely to be one of the chief
sources of initial complaints due to the familiarity of end-use customers with the
services offered by the electrical ¢orporations prior to electric restructuring. Since this
monitoring proposal was not included as part of the draft decision that was mailed for
comment, it is appropriate to allow comments on this proposal before the Commission
decides whether it should be adopted.

We propose to require each UDC to maintain a database or record of calls to the
UDC’s customer service center regarding complaints about any registered ESP or any
other entity offering electrical services to residential and small commercial customers.
This recordkeeping shall track the number of calls from consumers alleging that an ESP
has failed to follow a rule, procedure, or other requirement, or a call seeking redress or
a change of behavior on the part of an ESP. Calls requesting information about an ESP
or general questions about an ESP should not be recorded as a complaint call. The
récordkeeping shall also categorize the complaints into the types of conduct complained

about, as well as record the name, address and telephone number of the complainant if
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possible. CSD shall be responsible for developing the necessary reporting framework
for the type of information that the CSD would have the UDCs report.

Itis proposed that the CSD shall have access to this record or database from the
UDCs upon request. Such monitoring information shall be used only to monitor the -
ESPs’ compliance with applicable laws, rules and orders, to assist in any investigation
or enforcement actions against alleged violators, and to detect possible problem areas.

Interested parties may comment on the above monitoring proposal. Opening
and reply comments on this propOsal shall follow the same schedule for the comments
regardmg the proposed final standards for proof of fmanctal technical and 0peranonal

capabilities.

Flndings of Fact ,
‘1. The Commission has rec0gmzed that in the restructured electncnty market there

will be a need for the Commission to continue and expand its role of prowdmg
protection, safety and information to consumers, and to provide a forum for the
resolution of complaints. ; .

2. SB 477 amended Article 12 of Chapter 2.3 of Division 1, Part 1 of the Public
Utilities Code. _

3. The CEPis an integeal part of the Commission’s consumer protection strategy.

4. If consumers have sufficient and reliable informatiori, they will be able to
compare and select among the products and services offered in the restructured
electricity market.

5. On Maich 18, 1998, Commonwealth filed a petition to intervene.

6. UCAN filed a motion on March 19, 1998 to late-file additional comments to the
draft decision.

7. In developing consumer protection rules, the Commission should balance the
Commission’s mandate to protect consumers and the need to refrain from imposing
burdensome rules and regulations. _

8. Some consumer protection issues were pre\’iousiy addressed in other

Commission decisions regarding electri¢ restructuring.
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9. Seclion 394(a), as added by SB 477, now tequires that the Commission register all
entities in California who offer electrical service to residential and small commercial
customers, except for electrical corporations and public agencies offering such services
within their own political jurisdiction or the service territory of a local publicly owned
electric utility.

10. Some ESPs may have other persons or entities undertaking marketmg activities
on the ESP’s behalf.

11. Section 394.1(d), as added by SB 477, requires that registered ESPs update the
ESP registration mformahon requlred by Section 394(a) within 60 days if there isany

material change in the information that was previously provided.
12. SB 477 amended Section 396 by deleting the ]anuary 1, 2002 termination date.
13. The ESP regislratioh application form was initially adopted in D.97-05-040.
14. The Commission stated in D.97-05-040 that should the Legislature require

additional items on the ESP fegistration application form, the Cominission may require

registrants to supplement or update their registration f0rms

15. In D.97-05-040 the Commission ordered that all registered ESPs shall abide by
whatever consuner prolecuon rules the Commission may adopt in the future.

16. SB 477 added a new Section 394, which requires that the registrant, as a
precondition to registration, provide information pertaining to ten different elements.

17. An AL] ruling was issued on November 7, 1997 informing all registered ESP’s of
the revised application form, and that the ESPs were to supplement their original filing
by December 15, 1997.

18. Due to the staff’s experience with the ESP registration process, and the interim
standards we adopt, the ESP registration application form has been revised as reflected
in Appendix A.

19. The notice section in the ESP registration application form informs ESPs of some
of the requirements that all registered ESPs must abide by. '

20. Sections 394(a)(9) and (10) direct the Co_mmissic'm to develop uniform standards
for proof of financial ability and proof of technical and operational ability and to
publish those standards for public comment no later than March 31, 1998.
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21. The November 7, 1997 ALJ ruling invited written comments on what type of
standards and criteria the Commission should adopt as proof of a registrant’s financial
viability and technical and operational ability.

22. A provisional registration process should not be adopted.

23. To a large extent, financial viability and technical and operational criteria are
already contained in our direct access decisions.

24. The UDC-ESP service agreement, the direct access tariff provisions that the ESP
must abide by, and the agreement with an SC all have requirements whlch make it
necessary for the ESP to have some level of technical and operational experience in
energy transactions.

25. Depending on the type of billing option the ESP selects, the UDC may require the
ESP to meet certain credit requirements. |

26. A requirement that all prospective ESPs must have 4 signed UDC-ESP service

agreement before the ESP ¢an apply to register will screen outa large number of entities

who lack the financial resources and technical and operational skills.

27. AnESP’s agreement withan SC requires some level of technical and ope¢rational
competence on the part of the ESP, as well as financial viability.

28. Further proof of an ESP’s technical and operational experience could come froma
requirement to disclose the names of key personnel and their experience, as well as the
names and experience of any companies acting on behalf of the ESP.

99. Additional proof of an ESP’s technical and operational ability will come from the
development of the Section 394.5 notice.

30. The credit requirements adopted in Section S of Appendix A of D.97-10-087 were
intended to address the creditworthiness of the ESP.

31. A security deposit posted with the UDC does not provide customers with
adequate recourse should the ESP fail to provide service.

32. To ensure that customers have adequate recourse, the ESPs serving residential
and small commercial customers should be required to post a security deposit with the

Conmmission.
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33. The size of the security deposit should depend on the number of customers.

34. The draft decision originally proposed that ORA’s method be used as the
proposed final standard, subject to a minimum deposit of $25,000.

35. The Commission should adopt a minimum security deposit to be pbsted as the
floor.

36. If the size of the security deposit is scaled according to the number of customers
sery ¢d, the size of the depbsit could be adjusted when the standard service plan is filed,

37. To avoid an unnecessarily hlgh security deposit, the Commlssmn should cap the _.

security deposit at some reasonable level commensurate with the size of the company

and the number of ¢ustomers served.
38. The security depbsit requirement should apply to all reglslered ESPs, regardless

of whether the ESP requires a deposit from its customers,

39. The CommlSSIOI\ should require that all ESPs planning to serve resldennal or
small commefaal customers post either a cash security deposit or a fmancual guarantee
bond with the Commission in the amount required, of in the altemative, allow the ESP
to open a customer trust accountrm a format that is agreeable to the Commiission’s Legal
Dmslon ' _

40. This decision contains the proposed standards that ESPs must show as proof of
financial viability and proof of technical and operational ability.

41. If an ESP has been authorized by the ISO to be an SC, certain requirements
contained in the proposed standards should be waived due to the ISO’s financial,
technical and operational requirements that the SC must meet.

42. Before imposing the annual fee under Section 394.3(b), the Commission needs to
annually détermine the costs. _

43. Section 394.1 contains the procedures that the Commission must follow in order
to deny an ESP’s registration application.
~ 39. Section394. 25(a) contains the procedures that the Commission must fo\lmv to-
suspend or revoke an ESP’s registration for the grounds set forth in Section 394 25(b)

40. The Commission has developed some internal processes for initiating the Section

394.25(a) procedure.
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41. Section 394.2 permits the Commiission to initiate investigations into the activities
of ESPs when the Commission reasonably suspects a pattern of customer abuses.

42. Section 394(d) describes the procedure an ESP must follow if the ESP’s
registration was revoked.

43. The Legislature granted the Commission broad authority in Section 394 A(h) to
fashion additional consumer protection rules.

44. An administrative suspension procedure is cbr\s’isteﬁt with the Legislature’s
declarations to protect consumers from unfair o1 abusive marketing practices.

45, An inactive status for currently r‘egistéred ESPs should be permitted.

46. Section 392.1 provides for the establishment of certain procedures to disseminate
information about registered ESPs, any complaints against them, and information to
assist customers in making service choices.

47. The Commission” s web site provides some of the information that consumers

need to assist them in selecting a registered ESP.

48. Electrical corporations and public agencies that offer electrical service to

residential and small commercial customers within their own political )unschcticm or
within the service territory of the locat publicly owned electric utility are exempt from
having to register with the Commission.

49. Section 392.1(2) allows electrical corporations and public agencies that offer
electrical service to residential and small commercial customers within their own
political jurisdiction or within the service territory of the local publicly owned electric
utility to be included on the list of entities offering electrical services in Califonia,

50. The term “public agency” is not specifically defined in the Public Utilities Code.

51. The number of customers served by each registered ESP and the type of
customer served shall be reported by cach registered ESP in its standard service plan
filing.

52. Inorderto accurately track the growing number of customers served by each
registered ESP, the standard service plan filing should be made initially at six-month

intervals for a period of three years.
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53. GO 66-C provides that records or information of a confidential nature furnished
to the Commission is not open to public inspection.

55. Information about the number of customers served by cach registered ESP could
place the company at an unfair business disadvantage.

55. The standard service plan filing shall also contain information about the terms
and conditions of any standard service plans that the ESP offers or plans to offer to its
residential and small commertcial customers, as well as any marketing materials relating
to such plans as part of the filing, and a copy of the Section 3945 notice.

56. The information contained in the standard service plan filing will assist the
~ Commission staff in ensuring that customers are protected from technically inaccurate
or fraudulent claims.

'57. The 1nformahon in the standard service plan filings regarding the number of

customers needs to be coordinated with the reports to the Commission about the

number of customer complaints against ESPs.

58. Section 392.1(c) provides that the Commission is to direct ORA to collect and
analyze the information contained in the standard service plan filing and the
information relating to the number of customer complaints.

59. Section 392.1(c) provides that ORA is to ensure that customers have correct,
reliable and easily understood information to help customers make informed choices.

60. If slamming-related complaints arise, the Commission should determine
whether the ESP properly followed the verification procedures.

61. Section 366.5(b)(3) provides that the verification record is to be made available
to the customer upon request.

62. If a customer complains to the Commission that it has been slammed, the record
of the third-party verification may be useful in detecting whether any slamming
occurred.

63. Scction 366.5(b){3) pro\ﬁdes that the information obtained from the customer
through the confifmation process is not to be used for any marketing purposes, and any

unauthorized release is grounds for a civil suit.
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64. If slamming occurs, neither the slamming ESP or the customer’s original ESP
should benefit from any overpayment by the customer as a result of the slamming.

65. D.97-10-031 adopted the CEC’s proposal that customers should be provided
with an opportunity to inform ESPs that they wish to be contacted by ESPs.

66. The Commission has already adopted rules which govern when customer -
specific information can be released. |

67. The opt-in list should be limited to a one-time solicitation because of the cost of
periodic updates and because of the likelihood of diminishing returns.

68. The only entities who should be able to purchase the opt-in list are regnstered
ESPs in good standing, public agencies and electrical corporations, and possibly energy
effitiency providers. -

69. Theonly information that the opt-in list should disclose is the consumer’s name,
mailing address, and the telephone number if the consumer elects to release his or her
number.

70. Before deciding whether the Commission should pro«:eed with the design and
implementation of the opt-in database, the Commission should first determine how
many ESPs, public agencies, electrical corporations, and energy efficiency providers are
interested in purchasing the opt-in database and at what ¢ost.

71. Section 394.7 provides that the Commission is to maintain a list of residential
and small commercial customers who do not wish to be solicited by telephone to
subscribe to or change their electri¢ provider, and that any electrical corporation or ESP’

which solicits any customer on the list more than once shall be liable to the customer for

$25 for each such contact.
72. Section 394.7(b) states that the opt-out list is to be made electronically accessible.
73. Electronic accessibility raises several practical problems that need tobe
addressed by Comumission staff.
74. The information contained in the opt-out list is to remain confidential and shall

only be used for Section 394.7(¢) purposes.
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75. In any materials describing the opf-oul list, custoniers should be informed
about whether they want to disclose their uﬁlisted number on the opt-out list, and what
penaltles can result if Section 394.7 is violated.

76. Any action brought pursuant to Section 394.7(c) shou!d be filed in Small Claims
Court. . ,

77. The reasonable costs of activities that the UDCs perform with respect to the opt-
out list may be included in their Section 376 ¢osts since the opt-out list is a statutory
requirement. ‘ |

78. D.97-05-040 ordered that all ESPs seekmg to offer electrical services to
residential and small customers provide the noti¢e required by former Section 394(b).

79. The Commission solicited comiments from the parties as to the type of notice

that should be developed.

80. Green Mountain filed a motion on ]uly 22,1997 requesting that its reply
comments to the design of the notice be accepted for late-filing.

81. Former Section 394(b) was mcmpmated into Section 394.5 as added by SB 477.

82. Section 394.5(a) provides that the notice shall contain seven elements.

83. Due to the list of the elements required tobe in the Section 3945 notice, and the
various interpretations that each ESP could render, ESPs should use the uniform notice
format that is attached as Appendix C.

84. The use of the Appendix C notice will assist consumers in being able to
compare and select an ESP u'sing a standard basis for evaluation. _

85. Section 394.5(a)(1)(A) requires that the price of electricity be in a format in
which customers can compare and select among similar products and services.

86. The price of electricity will fluctuate and will be dependent on the future prices
of electricity.

87. If the price of electricity is not reasonably reflected in the Section 394.5 notice,
consumers will not be able to adequately compare costs.

~ 88. Sormne of the pricing structures tie the price of éicc’tricity as a discount or an

adder to the PX price.
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89. Section 394.5(2)(1)(A) requires that the total price of electricity be expressedona -
cents-per-kWh basis unless other information would provide the customer with
sufficient information to compare among alternatives on a standard basls.

90. If cents-per-kWh priting is used, the e]ectncuy pm:e contained in the notice
shall be the actual price which the ESP will charge the customer.

91. If pricing is on a cents-per-kWh basis, Section 394.5(a}(1)(A) requires that the
notice also include an estimate of the total monthly bill at various consumption levels
for residential and small commercial customers.

92. PX minus or PX plus pricing will provide customers with sufficient information
to compare alternatives on astandard basis and will be pefmitted on the Section 394.5
notice. | |

93. ESPs shall be permltted to peg the price of electnc;ty té any publicly a\'allable
published price index.

94. 1f pricing is on a PX plus or PX minus pricing basis, or pegged to any other
published price, the Section 394.5 notice shall also include an estimate of the total
monthly bill at various consumption levels for residential and small commercial
customers.

95. Section 394.5(a)(1)(B) requires that there be a separate disclosure of all recurring
and non-recurring charges associated with the sale of electricity.

96. If other services are offered by a registered ESP, Section 394.5(a)(1{(C) requirés
that those charges be itemized on the notice.

97. Section 394.5(a)(2) requires that the notice contain an explanation and the
amount of the competition transition charge. ‘

98. The notice should include a description of other non-bypassable charges that -
residential and smalt commercial customers are obligated to pay.

99, Section 394.5(a)(3) requires that the notice contain a description of the potential
customer’s right to rescind the contract without fec or penalty.

100. If the customer switch occurs entirely by telephone, the customer has three
days from the date of the verification to cancel the switch in accordance with Section
395.
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101. Section 394.5(a){4) requires an explanation of the customer’s financial
obligations, as well as a description of the procedures regarding past due payments,
discontinuance of service, billing disputes, and service COmplaintS. -

" 102. Section 394.5(a)(5) requires that the entity’é registration number appear as part
of the notice. | | _ ' '
103. Section 394.5(a)(6) requires that the »not'ic'er inform customers about their right to

change service providers. .
104. Sectu)n 394.5(a)(7) requlres that the notice con(am a descnpllon of the avanlablhty

of low-income assistance programs and how CUStomers ¢an apply
105. Section® 398.4 requires every tétail supplier that makes an offenng to sell
electnc:ty thatis ccmsumed in California to disclose the supplier’s electricity sources to
| potentlal end-use customers.

106. Inclusion of a descnptxon of Section 394 8 w:ll assist consumers in obtaining
more information about an ESP’s generatmn mix.

107. D 97-12-090 stated that all registered ESPs are to follow the statutory provisions
of Section 394.5 until such time further clanfymg details are adopted by the
Commission.

108. Section 394.2(a) requires the Commission to accept, compile, and attempt to
informally resolve consumer complaints regarding registered ESPs.

109. Section 394.2(b) gives the Commission the authority to accept, complle, and
resolve residential and small commercial consumer complaints, including the authority
to award reparations.

110. Section 394.2 does not confer the Commission with any authority to handle a
complaint involving a non-registered ESP.

111. Section 394. 25(a) permits the Commission to take direct enforCement action
against registered ESPs.

112. Complaints against ESPs who market electric services to large commercial and

industrial customers may be pursued in¢ivil court.
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113. Section 394.2(c) provides that registered entities shall provide the Commission
with access to their records related to their California transactions so long as the
information is relevant to the complaint or investigation.

114. Information that is needed from non-registered entities may be obtained through
the Commission’s subpoena power as set forth in Sections 311(a) and 312.

115. Section 394.2(d) provides that if a complaint s filed with the Commission agamst
a registered ESP, the ESP is prohlblted from discontinuing service to the customer over

the disputed amount if the customer deposits the amount into an escrow account. -
116. The Section 394.5 notice must inform potential customers of the proCedures
regarding billing disputes, including the Section 394.2(d) procedure. .
117. Section 394.4(¢) provides that the bills of registered ESPs aie to have a standard

?

bill format as determined by the Commission.

118. Section 394.4(e) also provides that if a registered ESP is contacted by a customer
regardmg a billing dispute, the Commission must advise the customer at the time of
initial contact that the customer may file a complaint with the Commission if its dlspute
is not satisfactorily resolved by the ESP.

19. Reglstered ESPs should be required to inctude on all their customer bills a notice
that informs customers of their rights under Section 394.2(d).

120. The minimum standards set forth in Section 394.4 a pply to residential and small
commercial customers.

121. Other electric restructuring decisions have already addressed some of the
standards contained in Section 394.4.

122. Section 394.4(b) permits only an electrical corporation to physically disconnect or
reconnect a customer from the transmission or distribution grid.

123. Section R of Appendix A of D.97-10-087 permits only the UDCs to disconnect
and reconnect a customer if the customer fails to pay any amounts owed.

124. Section 394.4(c) provides that the bills of the reglstered ESPs shall havea
standard bill format, be sufficiently detailed for the customer to recalculate the bill, shall
separately state any late fees, and shall provide a telephone number that customers may

call to report and resolve billing questions or complaints,
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"125. Section 392(c) provides that the standard bill format developed by the
Commission for registered ESPs shall also apply to the clectrical corporations.

126. Section 392(a) requires electrical corporations to disclose certain components on
the bill, as well as a notice informing customers of their continuing obligation to pay the
competition transition charge. '

127. 1n D.97-05-040, the electrical ¢corporations were ordered to ensure that electrical
bills contain the information r‘e'quired by Section 392(a).

128. D.97-12-090 directed the UDCs to include a tariff requirement that customer

nghts information must be included on the electncnly bill that is presented to the end-

use customer.

129. D.97-08-056 addressed bill foﬁhahing issues for the UDCs.

130. AnESP who performs consolidated billing shall ensure that all of the charges
 thatare reQulred to appear on the UDC’s bill also appear on the ESP’s consolidated bill.

131. The bill format shall include certain customer information, métering informatlon,
price information, usage history if possible, other charges, and the date for payment..

132. The bill format shall include a t'eléphOne number for questions or complaints
about the provider’s bill, and certain information which advises ¢ustomers about their
rights.

133. If billing is provided for services that are unrelated to the sale of electricity, that
portion of the billing shall be in a separate section of the bill and each charge shall be
separately itemized. |

134. Section 394.4(f) provides that an electric customer shall have a reasonable
opportunity to have its meter tested to ensure the reasonable accuracy of the meter, and
that the Commission is to decide who Is responsible for the cost of the testing.

135. D.97-10-087 adopted some tariff provisions regarding meter calibration and
testing, the testing of meter functions, and billing adjustments for meter error and
billing error.

136. 1f an ESP’s metering provisions parallel the provisions that the Commissxon has
adopted for the UDCs, and the ESP requests the UDC to test a customer’s meter for
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accuracy, the parly who pays for testing should be in accordance with Section H.(4) of
Appendix A of D.97-10-087. .

137. If a customer suspects meter error but the ESP who maintains the meter is not
cooperating to resolve the matter, the customer may submita complaint to the
Commission under the Section 394.2(a) procedure, and should it be ﬁcCessary, the

Commission can order the UDC to test the meter in question.

138. Responsibility for the cost of the meter testing should be in a¢cordance with the

text of this decision. : : - .

139. D.97-10-087 and D.97-12-048 addressed concerns about the sale or use of
tampered or defective meters and the diversion of electricity.

* 140. Section 394.4(g) provides that registered entities cannot require a deposit in_. _
excess of the estimated bill of the ¢customer for a three-month period.

141, Section 394.5(a)(4) requires an explanation of the customer’s financial obligations.

142. In D.95-12-056, the Commission expressed its opposition to any redlining or '
unlawful discrimination. 7 :

143, Section 394.5(c) requires an ESP to disclose to the consumer upon refusing
service, that the consumer may request the reason why service was refused. -

144. The failure of an ESP to inform the dented ¢onsumer of the right to request the
reason for the denial, or the failure to provide the reason for the denial after such a |
request is made, could lead to a suspension or revocation.

145. Section 392.1(b) provides that the Commission is to issue public alerts about
compantes attempting to provide electric service in the state in an unauthorized or
fraudulent manner.

146. Section 394.25(a) provides for other kinds of enforcement todls.

147. Section 396 provides for damages and other relief if an action is brought in court.

148. Section 394.27 requires the electrical corporations to inform customers of their
rights if a claim for damages to property s filed with the utility.

149. Section 394.4(d) provides that certain written notices be in the language in which |

the entity offered the services.




R.94-04-031, 1.94-04-032 ALJ/JSW/bwg **

Conclusions of Law
1. The rules and procedures adopted in this decision will ensure that consumers

have mechanisms to protect themselves from unfair or abusive marketing praclices.

2. The consumer protection rules and procedures adopted in this decision affect the
business operations of registered ESPs and their relationships with their customers.

3. Unless otherwise exempted, all entities who plan to offer electrical service to
residential and small commercial customers in the service tesritories of those publiciy‘
owned électric utilities who have authorized direct access, are fequired to register with

the Commission.

4. Section 394 does not apply to entities which are solely performing marketmg

functions on behalf of a reglstered ESP.

5. D.97-05-040 should be modified to reflect the changes made asa result of 5B 477.

6. Section 394(a)}(8) and Section 394.1(c) mntemplate that the Commlsslon shall
conduct a criminal background check of ESPs and their officers and directors.

7. Requiring an ESP to provide to the Commission a full set of fingerprints of their
directors and officers is necessary to enable a criminal background check to assure
compliance with the statute.

8. The revised ESP registration application form, as shown in Appendix A,
provides the necessary information required by Section 394, and is consistent with the
Commission’s authority to adopt additional consumer protection standards.

9. All ESPs who have previously received an ESP registratibn number should be
required to supplement their registration information by completing the ESP
registration application form, as revised, and submitting all r‘équired documents.

10. Since the registration process is an exercise of the Commission’s licensing
function, any non-compliance with the registration requirement could lead to a
suspension of an ESP's registration by the Energy Division until such time the ESP
complies.

11. 1f an ESP’s description of the key personnel reflects that the ESP has little or no

experience in the energy field or related businesses, the Energy Division should
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recommend to the Executive Director that the registration application be denied in

accordance with the Section 394.1 procedure. .
12. Section 394(a)(9) seems to suggest that a mechanism should be developed which

ensures that customers have some ability to recoup their financial losses should an ESP
defraud customers or go out of business, and that the ESP should be sufficiently
capitalized.

13. The requirement of a security deposit will evidence that the ESP registrant is
financially viable, and that adequate recourse will be available in the event of the ESP’s
fraud or non-performance

14. The direct access tariff provisions do not permita UDC to refuse to enter into a
UDC-ESP service agreement if the ESP has not yet registered with the Commission to
serve residential and small commercial customers. '

15.A security deposit of $25,000 is reasonable.

16. The Comunlission should adopt interim standards for proof of financial viability
and proof of technical and op‘eratio'ﬁal ability so as to protect consumers from unfair or
abusive marketing practices.

17. Interim standards will ensure that all registered ESPs are fmancnally, techmcally,
and operationally capable of conducting a business.

18. If a currently registered ESP cannot meet the interim standards, or no longer
wants to offer electrical services to resldential or small commercial customers, the ESP
may submit a request asking that its ESP registration be cancelled.

19. The effect of a cancelled registration number is that the ESP shall no longer be a
registered ESP and may not offer electrical services to any residential or small
commercial customer in California.

20. Section 394.3(b) suggests that the costs of the registration program and the other
consumer protection activities should be collected from the ESP registrants on an
annual basis. ,

21. The determination as to which costs should be included in the annual fee should
be limited to only those items set forth in the first sentence of Section 394.3(b).
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22. The reference to the “commission” in the fourth line of Section 394.1(b) should be-
interpreted to mean that the Executive Director, on behalf of the Commission, is to
notify the entity. |

23. Theright to suspend an ESP’s regtstrahon on an interim basis dOes not violate
due process wheré there is a compelling state interest and a timely hearing is provided
for. N | | |

24, The Commlsswn should haVe the authonty to lmmedlately suspend an ESP’s :

' registratlon on ar interim basis prlor to a hearing should {t be necessary.
25 The Commissmn s authority to suspend is cons1stent wuh the Legtslature s

fmdmgs and declarations i in Section 391. , ,
26. Itis the Commlssmn that makes the final decnsnon as o whether an ESP’s

: regnstratlon should be suspended or revoked 4 o _

27. Should the COII"ImISSIOn temporanly suspend an ESP s reglstratmn pursuant to
Section 394.25(3), a prOCedure_shOuld be established which permits the ESP to request’
the assigned Commissioﬁe'r at the comlﬁ’ss‘o_n of the hearing, to lift the temporary
suspension. | |

28, The a551gned Commissioner shall haVe the authority to set aside the temporary
suspension at the conclusion of the Section 394.25(a) hearing and reinstate the ESP’s
registration unhl the Commission issues its decision.

29. The Section 394.25(a) procedure may be initiated by the ercutwe D:rector

without the need for the opening of a companion investigation.

30. ‘An application filed in accordance with Section 394(d) requires that the
Commission approve the application before an ESP’s registration can be reinstated.

31. Section 394.4(h) provides authority for the Commission or the staffto
| ministerially suspend ESPs who fail to provide the information required by SB 477 or
by the Commission.

32. The following definition of the term “publica gency" should apply t’or the
purposes of Chapter 2 3 of the Public Utilities Act: “The state, any ¢ity, county, ¢ity and
county, municupal corporation, public district, s_pecnal district, or publi¢ authority

located in whole or in part within this state, or any board, commission, or agency
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thereof, which provides or has authority to provide electrical services. Public agency
also includes any non-profit group whose membership is confined to the type of eatities
described in the first sentence of this definition.”

3. The use of the term “complaint” in Section 392.1 refers to the complaints that are
submitted to or filed with the Commission in accordance with Section 394.2.

34. Theintent e’xpressed if\ Section 392 1(a) is that the f\umber of customers served
by each registered ESP should be provlded to the Commlsston

35. Section 583 does not apply to registered ESPs unless the ESPisa pubhc utility, a-
subsidiary or affiliate of a publi¢ uhhty, or a corporation which holds a controlling

interest in a public utility. :
36. A UDC is prohibited from sharing or disclosing with any of its affiliates the

number of customers an ESP has unless the affiliate transaction fules set forth in D.97-
12-088 have been complied with.

37. Suspension of an ESP's registration is appropnate if an ESP fails to submit the
required standard service plan filing because the filing of such a plan s mandatory.

48, The failure of an ESP to timely submit all required documents impairs the
Commission’s ability to protect consumers from unfair or abusive marketmg practices.

" 39. Should an ESP or third-party verifier be reluctant to provide a record of the
verification, the Commission may use its subpoena power to obtain those records.

40. Soction 366.5(¢) contemplates that if an ESP switches a customer without
consent, that ESP is liable to the customer’s original ESP for all of the amounts paid to
the new ESP by the customer.

41. Requiring an ESP to sign an agreement pertaining to the confidential nature of
the opt-out list and the use of such a list is consistent with the confidentiality provisions
of Section 394.4(a).

42. Scction 394.7(c) only prohibits ESPs and electric corporations from contacting
the persons on the opt-out list by telephone.

43. Inlight of the confidentiality standards in Section 394, 4(a), ESPs and electrice
corporations should be prohibited from using the opt-out list as a source for a mailing

list.
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44. The $25 amount in Section 394.7(c) amounts to a fine or penalty and is not a
reparation.

45. The format of Appendix C is in compliance with Section 394.5.

46. Should any ESP change any of the price, terms or conditions of service, the ESP
shall provide the customer with a written notice of the change 30 days prior to the
effective date of the change.

47. When the various code sections are read together, it is clear that no fees or
penalties shall be imposed on the customer by the ESP if the customer exercises his or
her right to cancel within the time provided for in Section 395. |

48. The customer should have the right to cancel without penalty three days after
the third- party vernflcatmn, or three days after recelpt of the Section 394.5 notice,
whichever is later.

49. Section 394.5(a)(4) requires an explanation of all financial obligations the
customer will face if the customer signs up with a particular ESP. |

50. The Legislature appears to have intended that a residential or small commercial
customer may terminate an ESP contract early if adequate notice is provided, and the
customer is aware of the fees or penalties associated with the early termination of
service.

51. The assigned Commissioners shall be delegated the authority to suggest
inclusion of additional information on the Section 394.5 notice if they deem the
revisions are necessary for consumer protection.

52. The Section 394.5 notice is to be provided to potential customers prior to the
signing of any service agreement or contract and the initiation of a DASR on the
customer’s behalf, and before any third party verification takes place.

53. The legislative intent in establishing subdivisions (a) and (b) of Section 394.2 was
to allow the Commission to handle two types of consumer complaints.

54. A registered ESP’s rates, terms, and conditions of service are not subject to the
Commission’s jurisdiction.

55. A complaint against a registered ESP involving its rates, terms, and conditions

of service may only be informally resolved under Section 394 .2(a).
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56. If a residential or small commercial customer submits a complaint againsta
registered ESP which involves issues that do not relate to the rates, charges, or terms
and conditions of service, the Commission should accept the ¢complaint for filing

pursuant to Section 394.2(b) unless the customer has raised the sanie claim in a civil

aclion.
57. The Commission retains full authority to adjudicate a complaint which involves

deceptive, unfair or abusive marketi;g practices.

58. Section 394.2(a) permits the Commission to open an investigation into the
activities of any entity offering electrical service, whether registered or not, as well as
those ESP’s who offer services to large commercial and industrial customers, if the
Commission suspects a pattern of customer abuses. |

59. Inclusion of a description of the Section 394.2(d) prOCess oneach regnstered ESP
customer bill is in the publi¢ interest because it will inform customers of their rights
regarding disputed bills.

60. Customer rights information includes a description of when a bill is considered
past due, the amount of deposit that can be requested, a summary of the available
complaint procedures, and that service cannot be discontinued if the procedure set forth
in Section 394.2 is followed.

61. The term “financial obligations,” as used in Section 394.5(a)(4) means that the
Section 394.5 notice shall contain an explanation of the ESP’s deposit requirement.

62. Section 453 prohibits only public utilities, and not ESPs, from discriminating
against customers.

63. The Unruh Civil Rights Act protects all consumers from discrimination by any
business establishment.

64. If a pattern of discrimination is established, or if the ESP is found to be in
violation of the Unruh Civil Rights Act, the Commission can open an investigation to
determine whether an ESP’s registration should be suspended or revoked.
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ORDER
IT IS ORDERED that:
1. Decision (D.) 97-03-040 is modified as follows: !
a. Atpage 59 in the last sentence of the second paragraph, the reference to
“30 days” shall be replaced with “60 days.” ' 7
. Atpage 59 in the fourth para:g’raph, the following sentence shall be
deleted: “In accordance with Section 396(d), this registration requirement
shall terminate on January 1, 2002, unless extended by a later enacted -
statute.” _ - :
. Conclusion of law number 51 a't’.p'a‘ge 88 shall be cie!é;ed in its entirety,
and the remaining conclusions of law shall be renumbered.
. In ordering paragraph 5.i.(1), the’référ‘énc’e to “30 days” shall be replaced
© with “60 days.” o o
. Ordering paragraph 5.i.(4) shall be delet_ed in its entirety, and ordéring
paragraphs 5.i.(5) and 5.i.(6) shall be rénumbered as ordering paragraphs
5.i.(4) and 5.i.(5), respectively. : . B '

2. The March 18, 1998 petition t6 intervene of Commonwealth Energy

Corporation s granted. &

3. The March 18, 1998 motion by the Utility Consumers Action Network
(UCAN) to late-file additional comments is granted. The Docket Office shall file the
»Comments Of UCAN On Proposed Decision On Consumer Protection Rules” as of the
date the comments were received. | .

4. TheJuly 22,1997 motion of Green Mountain Energy Resources L.L.C. to
accept the late filing of its reply conunents one day out of time is granted. The Docket
Office is directed to file the "Reply' Comments Of Green Mountain Energy Resources
L.L.C. On Notice Requirenents” as though it was filed on July 22, 1997.

5. The interim standards for proof of financial viability and proof of technical
and operational ability as set forth in this decision are adopted. These interim standards

shall remain in effect until the Commission adopts permaneat standards.
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6. Appendix A is adopted as the electric service provider (ESP) registration
application form that all ESPs who serve residential or small commetcial customers are

required to use.

7. Appendix B is adopted as the standard service plan form that all registered
ESPs must complete and submit to the Commission. .

8. Appendix C is adopted as the format of a notice that complies with the
requirements of Public Utilities Code Section (Section) 3945.

a) To the extent that Section 394.5 has been interpreted in this decision to
require the disclosure of certain items in the Section 394.5 notice, ESPs
shall have 45 days from today to incorporate those required elements. In
the Interim, the ESPs may continue to useé a notice that meets at least the
minimum requiremeits of Section 394.5.

b) The Section 394.5 notice shall be pr‘o\ride& to potential customers prior to
the signing of any service agreement or contract and the initiationofa
direct access service request on the customer’s behalf, and to any potential
customer upon request. '

¢) The Commissioners assigned to direct access are delegated the authority to
make subsequent changes to the format and content of Appendix C.

9. The bill format that is described in Section VIl of this decision is adopted as
the standard bill format for both registered ESPs and electrical corporations.
a) All registered ESPs and electrical corporations shall use the standard bill
format.

b) The registered ESPs and electrical corporations shall have 60 days from
today to comply with the standard bill format requirement.

10. Pursuant to the authority granted in D.97-05-040, that each registered ESP
shall abide by whatever consuimer protection rules the Commission may adopt, and the
interim standards adopted in this decision, all ESPs who received an ESP registration
number on or before today shall do the following:

a) If the registered ESP has not executed a service agreement with any utility
distribution company (UDC), that ESP is prohibited immediately from
marketing, advertising, or othenwise offering for sale any retail direct
access electrical services to any residential or small commercial customer
in California.
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i) The ESP may not market, adverhse, or otherwise offer for sale any
electric services in any UDC’s service territory until a UDC-ESP service
agreement has been signed with the UDC in whose service territory
the ESP plans to do business in. :

ii) The ESP shall supplement its ESP registration information by
COmplelmg the “Electric Service Provider Application Registration”
form that is attached hereto as Appendix A, and shall submit the
completed form together with all required documents to the

~ Commission’s Energy Dmsmn, ESP Regnstratibn, within 90 days from

L today R :

Ifa reglstered ESP has execuled a service agreement wuh one or more
UDCs, that ESP shall be permitted to offer electric service only in the
servide térritories of those UDCs for whlch the ESP has a service

: agreement ' CoL .

: i)“ Al reglstered ESPs whb have eXecuted a UDC-ESP service agreemenl o

" shall supplement their ESP registration {nformation by ¢ompleting the
“Electri¢ Servicé Provider Application Registration” form that is "
attached hereto as Appendix A, and shall submit the ¢ompleted form
together with all required documents to the Commission’s Energy
Division, ESP Registration, within 90 days from tod ay.

) Al regnste:‘ed ESPs who have signed up or initiated a direct access service
request on behalf of a residential or small commercial customer shall:

i) Post a cash security deposit of $25 000 with the COmmlssiOn, or post a
financial guarantee bond in favor of the Commission in the amount of
$25,000. The deposit or bond shall be delivered to the Energy Division,
ESP Registration within 14 days from today to the following address:
505 Van Ness Avenue, 4th Floor, San Francisco, Califoria 94102-3298.
In the alternative, the ESP may open a customer trust account in the
amount of $25,000 in a format that is to be approved by the General
Counsel. Pending such approval, the cash deposit or performance
bond is required.

(a) This security deposit amount is sub;ect to change Should a
different security deposit amount or formula be adopted, all
registered ESPs shall be required to comply with the change.

i) The ESP shall submit'the Set_lion’394.5 tiotice to the Ene’fg'y Divis!on at
the address noted above within 15 days of today’s date.
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iii) The ESP shall submit copies of all its scheduling coordinator (SC)
agreements or declarations from each SC with whichithasan .
agreement as part of the ESP’s supplemental registration information.

If a registered ESP has not yet signed uﬁ any customer:

i) The ESP shall submit a copy of its Section 394.5 notice to the Energy
Division-ESP Registration, when the ESP signs up its first customer or -
when the first standard service plan filing of the ESP is due, whichever
is earliest. ' '

ii) The ESP shall submit a copy of all its SC agréements or ﬂe_clatatiéns ,
from each SC with which it has an agreement on or before the date
when the ESP signs up its first customer.

If a curcently registered ESP cannot meet the interim standards, or if itno-
longer wants to offer electrical services to residential or small commercial
customers; the ESP may submit a request to the Energy Division-ESP .
Registration, 505 Van Ness Avénue, 4th Floor, San Francisco, California -
94102, requesting that its ESP registration be cancelled, or the currently
registered ESP may request that it be placed on inactive status by mailing
a written request in the prescribed f6rm to the Energy Division-ESP
Registration, within 20 days from today.

i) An ESP who voluntarily ¢ancels its registration of who isplacedon
inactive status is prohibited from advertising, marketing, or otherwise
offering electrical service to residential or small commercial customers.

f) All registered ESPs shall provide to the Commission a full set of
fingerprints of their directors and officers, on fingerprint cards provided
by the Commission. The completed fingerprint cards shall be delivered to
the Energy Division, ESP Registration, within 30 days from today to the
following address: 505 Van Ness Avenue, 4" Floor, San Francisco,
California 94102-3298.

11. The Energy Division shall do the following:

a) Coordinate and take action to implement all the nécessary procedures to
ensure that the interim standards and other rules and procedures adopted
in this decision are complied with. :

i) Atthetime the ESP registration number is lésucd , the ;'Energy Division
shall provide each ESP with a list describing their obligations as ESPs
and any due dates. The Energy Division shall also establish a system to
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remind E:SP,s'Qf' upcoming required ﬁlings’,' including the subsequent -
notifications for remaining on inactive status. '

ii) The Director of the Energy Division shall ensuré that the Energy
Division staff, in conjunction svith the Consumer Services Division
(CSD), the Administrative Law Judge (ALJ) Division and the Executive
Directot, develop the procedures required by Sections 394.1 and this
decision. - o ' '

~ b) Monitor the ESP's compliance with the ordering paragr'aphs_ of this -
decision, and take action to suspend any curtently registered ESP who
fails to supplement their registration information within 100 days from
~ today or to place on inactive status those currently registefed ESPs who
request such status. - - S . o
i) “The suspension process for failing to supplement shall follow the
 procedures set forth in Section IVE3. |
i) No later thar 100 days ffom today, the Eneigy Division shall otify the
" UDCs of all the ESPs who have been suspended for failingto -~~~
supplement theit registration information. - :
) Establish procedures for those currently registered ESPs who request to be
placed on the inactive status list and to take any necessary followup
action. | B _

i) Within 30 days, the Eriergy Division shall houf,{‘thé UDCs of all the
ESPs who have been placed on inactive status.
it) Priorto July 1, 2000, the Eﬂergyh Diiwisidn shall take steps to

permanently revoke the registration number of any entities remaining
on the inactive status list. ' '

d) The Director of the Energy Division, or his designee, is delegated the
authority to cancel the ESP’s registration upon request of the ESP.

i) Upon cancellation; the Energy Division shall notify the UDCs of the
ESPs whose registration numbers have been cancelled. .

¢) The Director of the Energy Division shall ensure that the staff develops
the procedures necessary to ¢reate a listing of those electrical corporations

and public agencies who are not required to register in accordance with ~
Section 394, | o '
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i} Eleclrical corporations and public agencies, as that term is defined in
this decision, may request that they be included on the list of entities
offering electrical services in California. Such a request, which shall
include the information requested in this decision, should be mailed to
the CPUC, Energy Division-ESP Registration, 505 Van Ness Avenue,
San Francisco, California 94102.

f) Alist of the registered ESP providers, and those ESPs who afe not
required to register but who request that they be inctuded, shall be made
available to the publi¢ upon request.

g) The Director of the Energy Division shall ensure that procedures are
designed and put in place to handle the filing of the standard service plan
filings and the Section 394.5 notices, and that all registered ESPs are made
aware of the filing requirements and deadlines. ‘

h) Keep the Commission informed of any developing pricing methods, hold
any necessary workshops, and recommend whether those pricing
methods should be permitted in accordance with Section 394.5(a){1)(A).

When the electrical corporations no longer administer the low-income
assistance programs, the Energy Division shall revise the language in the
Appendix C notice, and inform all registered ESPs of the change so that
each ESP’s notice can be revised. ' :

Should the assigned Commissioners suggest inclusion of additional
information on the Section 394.5 notice, the Energy Division shall convey
the suggested inclusion to all registered ESPs and prospective ESPs.

The Executive Director, on behalf of the Commission, shall enter into an
inter-agency arrangement with the Department of Justice (DOJ) to
accommodate staff requests for verification of ESPs’ disclosures of past
civil or criminal sanctions or penalties or felony convictions pursuant to
PU Code § 394(a)(8). The inter-agency arrangement shall provide for the
Commission to submit the completed fingerprint card to the DO]J for the
DO} to conduct a state summary criminal history check, and for the DOJ
to forward the fingerprints to the Federal Bureau of Investigation for a
national criminal history record check. The Executive Director shall
develop internal safeguards to protect the confidential nature of this
material and protect the individuals® privacy.

12. Al registered ESPs shall submit the standard service plan form to the Energy

Division in accordance with the following schedule:
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a) For the first three years, the standard service plan filings shall be filed at
six-month intervals. The first filing shall be made on or before July 1, 1998.
The next five filing dates are: January 4, 1999; July 1, 1999; January 4, 2000;
July 3, 2000; and January 2, 2001.

After the third year, the standard service plan filings shall be filed on or
before January 2, or the first business day thereafter if January 2 fallson a
weekend, of each su¢ceeding year. -

i) The Director of the Energy Division shall ensure that after the third
year, the procedures for filing the Section 394.5 notice are modified in
accordance with this decision; and shall rotify all ESPs of the modified
filing requirements. '

¢) Fach ESP shall deliver its standard service plan filing to the Energy
Division-ESP Registration, 505 Van Ness Avenue, San Francisco,
California 94102. ' ' ' ‘

d) The failure to file the standard service plan filing by the due date may lead
to a suspension and possible revocation of the ESP’s registration until
such time the filing is made.

13. All registered ESPs shall ensure thatany person or entity performing

marketing functions on the ESP’s behalf adhere to the three requirements set forth in

Section IV.A. -
14. The assigned Administrative Law Judge shall issue a ruling notifying all ESPs

who have registered with the Commission of their obligation to abide by the rules set
forth in this decision and thal they are required to supplement their registration
information.

15. This decision has proposed standards for proof of financial viability and
proof of technical and operational ability as required by Public Utilities Code Section
394(a). Any interested person who wants to comment on the proposed standards shall
file and serve their opening comments in the Docket Office within 20 days from today.
Interested persons may file and serve comments in reply to the opening comments

within 35 days from today.

a) If the Commission édop_ls pétmanent standards which différ from the
interim standards, all ESPs may be required to provide additional proof of
financial viability and technical and operational ability.
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b) Opening and reply comments regarding the proposal to have the Office of
Ratepayer Advocates (ORA) establish and maintain a matrix of competing
service offerings shall be filed in accordance with the above schedule.

¢) Opening and reply comments regarding thé proposal to have the UDCs
establish a database or record of calls to their customer service centers
regarding complaints against ESPs shall be filed in accordance with the
above schedule.

16. Each prospective ESP seeking to register as an ESP shall abide by all

applicable interim standards, as well as all applicable statutes and Commission

decisions relating to the offering of electrical services to residential and small

commercial customers.
17. Al ESPs registered with the Commission shall be required to pay the annual
fee set forth in Public Utilities Code Section 394.3.

a) The Executive Director is directed to have the staff determine on an
annual basis the cost of administering the ESP registration program and
other facets of consumer protection pursuant to Publi¢ Utilities Code
Section 394.3.

i) The staff shall be responsible for preparing a report on an annual basis
starting on July 1, 1998, and shall prepare a resolution setting forth the
charge that will be imposed on all registered ESPs no later than
September 1, 1998, and on September 1 of each subsequent year.

18. The CSD s directed to do the following:

a) The Director of CSD shall ensure that the CSD staff, in conjunction with
the Executive Director and the AL]J Division, develop the procedures
required by Section 394.25 and this decision.

CSD, in conjunction with the Docket Office, the Information Resources
Branch, and the Energy Division, shall develop and prepare for the
Commission a report of the number of Section 394.2 customer complaints
and investigations against both registered ESPs and non-registered ESPs.

i) This report shall be prepared on a quarterly basis beginning July 15,
1998. The first report shall cover the start of direct access to the end of
June 1998. Quarterly reports shall be prepared for October 15, 1998,
January 15, 1999, April 15, 1999, and July 1, 1999, and shall address the
activily in the preceding three month quarter for each report. After
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that, the reports shall be prepared on a semi-annual basis beginning
with the report due on January 18, 2000.

ii) The number of customer complaints and the number of i mveshgahons
pertaining to ESPs shall be made available to the public upon requeést,
mcludmg access through the COmmnssmn s Internet SIte

(A) The CSD shall ensure that the exact number of customers sen'ed
by each ESP shall not be disclosed to the publie. Instead, the -
number of customer ¢complaints against any particular ESP shallbe
expressed as a percentage of the number of customers who have
filed complaints. If theze are any investigations regarding an ESP
the number of mvestlgahons shallbe pro\nded '

_ m) CSD shall ensute » that copies Of these reports are forwarded tothe -
' Leglslature by the Commission.- _ , S

c) The CSD, in conjunction with the Energy Dmsnon, and the Inf()rmatlon
Resources Branch, shall develop procedures and systems to estabhsh
update, and dnstnbute the opt-out list. ,

1) ’Ihe staff shall look into the feasxblhty of prowdmg a seCure, orvline

database for the opt-out list, and a report on the feasibility of sucha .
project shall be delivered to the Commission w;thin 90 days from
today. ,

(A) In the interim, the staff shall prov:de the 0pl-out list on computer
disks or CD-ROMs, and shall require that anyone receiving a copy to
sign an agreement that the list shall only be used to ensure that those
customers on the list will not be marketed to by telephone, and that-
any other use, sale, release, or dlSdOSure of any of the information is
prohibited. :

(B) Interested parties may submit a letter describing their concerns or
solutions regarding the provisioning of an on-line database, Such
letters shall be mailed to the following no latet than April 27, 1998:
Consumer Services Division-Data Access, 505 Van Ness Avenue, 2nd
Floor, San Francisco, California, 94102.

u) The opt -out list shall only contaln the custémer s name, telephone _
" number, the name of the street, and the caty The list shall not include
“the residence number.
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d) CSD and the AL] Division shall develop the necessary procedures to route
and reject incoming complaints that involve non-registered ESPs
marketing to residential and small commercial customers, and complaints
involving those ESPs who market to the larger commeicial and industrial
customers.

i) Although the Commission has no jurisdiction over these types of
complaints, CSD may recommend that an investigation be opened ifa
pattern of customer abuses is suspected, or that the Commission
should pursue civil or criminal actions against the entity being
complained of.

¢) The Director of the CSD and his staff shall develop ways in which
consumer advisories and public alerts can be used to inform consumers
about their rights and possible problems in the restructured electricity
market, and how the Commission can use its Internet site to deliver this
kind of information.

19. The Director of the ORA is directed to establish the necessary procedutes to

carry out the frequirements of Section 392.1(¢).

a) ORA shall prepare a report to the Commission with its recommendations
for preparing easily understood information guides or other tools to help
consumers evaluate the various electric service options.

b) ORA'’s report shall be submitted to the Commission no later than October
16, 1998. ORA may submit an earlier report if ORA’s Director believes it is
necessary.

¢} ORA’s report shall, in addition to its recommendations, address the other
topics mentioned in the decision.

20. Those ESPs, public agencies, electrical corporations and energy efficiency
providers who are interested in purchasing the opt-in database should submit a letter to
the attention of: Energy Division-Opt-In List, 505 Van Ness Avenue, 4th Floor, San
Francisco, CA 94102.

a) The letter should be mailed no later than 20 days from today’s date, and
should indicate how much they would be willing to pay for such a list..
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b) The Energy Division shall be responsible for reviewing and compiling the
responses, and to make a recommendation to the assigned Commissioners
whether the opt-in database should be pursued.

¢) Theassigned Commissioners are delegated the responsibility to decide
whether or not to proceed with the opt-in database.

i) If the assigned Commissioners decide to proceed with the design and
implementation of the opt-in database, the Energy Division is directed
to perform any of the work necessary to create, solicit, and distribute
the database. : '

2t. Allof the utility distribution companies are ordered to:

a) Cooperate with the ESPs to ensure that all of the UDC’s charges ate
accurately reflected or estimated on the Section 394.5 notice.

b) Correct their direct access tariff regarding a customer’s right to cancel a
contract until midnight of the third business day, and ¢onform their direct
access tariff to the provisions in Section 394.2(d) as discussed in Section
VILB of this decision. : '

¢) Explore ways in which the Customer Education Program, in the time
remaining, ¢an incorporate the consumer protection safeguards as part of
its information dissemination.

22. The Director of the Energy Division and the Chicf AL] shall recommend a
procedure to address an informal process to handle complaints against registered ESPs
involving their rates, terms, and conditions of service.

a) The recommendation shall be forwarded to the Commission within 90
days from today and may include a proposed resolution establishing an
informal resolution process for Section 394.2(a) complaints.

23. The Chief AL]J shall ensure that the procedures associated with the Section
394.25 process be developed, and reflected, as appropriate, in the Rules of Practice and
Procedure.

24. Interested parties may file comments on how prices can be expressed in the
Seclion 394.5 notice so that consuniers can compare service offerings, while ensuring

that such notices protect consumers from misleading offers. Opening comments shall
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‘be filed in the Docket Office and served within 60 days from today. Any responses to
the opening comments shall be filed withinSO days from today.
This order is effective today. ’
Dated March 26, 1998, at San Francisco, Californfa.

RICHARD A, BILAS
- . President
P. GREGORY CONLON
~ JESSIE ). KNIGHT, JR.
.- HENRY M. DUQUE
JOSIAH L. NEEPER =
Commissioners
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: : _ 0462-800

ELECTRIG SERVIGE PROYIDER
REGISTRATION APPLICATION FORM

*4¢PLEASE PRINT OR TYPE“‘ ,

o “ESP No.
1. Exact Legal Na.me of Régi'stfant_z ( : ] Date Qraﬁted »

R {4 feg:strant ls ¢0nducting business in California under a fictitious business name, list all the
- names under which the registrant is doing business as (DBA) $n California, and the date and
county in which the fictitious business name statemént was filed. (Attach additional page if -
necessary.) For each DBA, provide a ¢opy of the proof of publication of the fictitlous business
name, or & ¢opy of the ¢értified fictihous business name statement. (See Business & ProfessiOns

Code Sections 17910, 17917, 17926 )

DBA'. } A -Coﬁﬁty'

DBA ' T ' “County

©BA T T Céuniy

‘ DEA Date ~Céunty
2. Current Address: ‘ ' 4

_. Address

City “State ' Zip Code

3. Current Telephone Numben

4. Type of Ownership:
(J Individual . O Partnership d Corporation D Other

(3 Limited Liability Company J Government Entity

Compléle and mail this applicatfon FOR CPUC USE ONLY
aténg with $100.00 certifted check O ‘
(write 0462-800 on front of check) and ) _
complete fingerprint cards (see question INCOMPLETE Application Protessed

. - no, 18} to: . N
- APPLICATIONS .
State of California CANNOT BE

“Public Utilities Commission
Energy Division - ESP PROCESSED
Registration
505 Van Ness Avenue
San Francisco, CA 94102-3298 Pége 1of 7
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5. If a non-California corporation, limited liability compaﬂy, or limited partnership, attach a copy of
the certificate from the California Sec¢retary of State permitting the entity to transact business in
California. (See Corporations Code Seclions 2105, 15692. 17451 )

6. a. Ifregistrant 1s a corporation, the state iﬂwhich the i-egistr’arit is inéérporaied and
date of incorporation:____ (State of Incombfdfiéﬁ) =

b. List names and titles of corporate officers. (At'taéh'hdﬁitlonél'p"ﬁgé:i’f necessary):

7. Ifa partﬂefshlp list all g‘eﬁeral péﬂﬁefﬁ. (Aitaéh.é_aai¢ldﬁ§l iiégé it ﬁ_eé'e"ss;ﬁ-l‘-jr.)"

8. Ifa hmited liability company list all managers and!or officers and their tltles
” (Attach addltiOnal page {f necesaary.) : .

9. If regisirant has listed type of ownership as “government entily” provide a brief descriptién of the
government entity, and list the names and titles of the personnel responsible for managing the
sale of electritity to residential and small commercial customers. (Attach additional page {f

necessary.)

10. If vegistrant has listed type of ownership as “other” describe the type of ownership, list the names
and titles of all managers or officers, and attach a copy of the document establishing thé entity as
well and the bylaws or similar governing document of the entity. (Attach additional page if :

necessary.)

Page 2 of 7
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11. If the type of ownership Is a corporation, provide a listing of the name and address of all persons
or entities that directly or indirectly own, control, or hold the power to vote ten percent or more
of the outstanding voting securities of the registrant. In the alternative, attach any report
required by the Securities And Exchange Commission which details such an {nterest.

12. Llst all of the nameés and addresses of all the c0rp¢rate regnstrént’s afﬁllates in which the
registrant 6was, ¢ontrols or hold five percent or indre of the affillate. If this information s
- contained in'any report requiréd by the Securities and Exchange Comm{ssion, that report may be
submltted in Iieu of the lnformatiOn. Sce the “NOTICE” sectlon for the definitibn of an “affiliate.”

13 The street address and telephone number of the reg:strant’s pnnéipal place of busmess lf
DIFFERENT from current address and telephone number listed in line numbers 2and 3:

Street Addx‘ess

City . : o T State

Tele phohe Number

Page3of7
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14. a. Please provide a brief descriplion of the electrical services you plan to offer.

b. Check the box or boxes which best describe your business. (See P.U. Code Section 331.)

(O Marketer (3 Aggrégator () Broker
¢. Check the box or boxes which déscribe what customer bla_ssés you plan to serve,
(D Residential Customers  (J Small Commeretal Customers - D Other Customer Classes

d. Check the box or boxes which best describe the geographic area in which you plan to offer
electrical services. . : : R

Ostatewide @~~~ (JNorthern California Countles
(3 Central California Counties - - (J Southern California Counties

¢, Indi¢ate the number of customers you plan to serve,

f. Indic¢ate the average number of KWhs you expect to provide per month.

16. Before you can apply to registér as an electric service provider (ESP), you are required to
execute a seérvice agreement with each utility distribution company (UDC) in whose sérvice
territory you plan to do business, State the name of each UDC for which you have a signed UDC.
ESP service agreement Attach to this form an executed copy of each UDC-ESP agreement.

Name of UDCs!

16. a. Provide the names and titles of the key personnel that are involved in the technical and
operational aspects of the business.

b. On a separate attachment, describe each key person’s experienc? in the sale, procurement
meterriing. and billing of energy sources or similar products, including the time period of such
experience.

¢. If your company is not providing metering or billing services, provide the names of the
companies who will provide those services on your behalf, and provide a description of their
experience in those areas,

Page 4 of 7
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17. Has your company been authorized by the California Independent System Operator to actasa
scheduling coordinator,

J No (3 Yes If yes, attach a copy of such authorization.

18. The name, title, address and telephone number of the person to whom correspondence or
communication regarding customer complaints or inquiries are to be addressed.

Name ‘ Title

Address

City State Zip Code

Telephone Number FAX Number | E-Mail Address
(If Available) (1f Available)

19. Name and Address of Agent for Serﬁc’é of Process: : ,
(Must Be Located In California) (See Corporations Code Sections 1605, 16800, 17057, 17060.)

Name:

Street Address:

City and State: Zip Code:

. Has the registrant or any of the general parfners or corporate officers or director of the company
or limited liability company managers or officers ever been convicted of any felony?

O No O Yes If yes, please explain on additional page.

Withio the last ten years, have any of these persons had any civil, criminal, or regulatory
sanclions imposed against them pursuant to any state or federal consumer protection law or
regulation?

3 No 7 Yes If yes, please explain on additional page.

21 Provide a full set of fingerprints of the registrant, any general partners, and any corporate
directors and officers, on the fingerprint cards included with this appli¢ation. Additional
fingerprint cards may be obtafned from the Commission.

NOTICE

Each ESP registered with the California Public Utiliiles Commission (CPUC) should be familiar with
all the laws and decisions pertaining to the offering of elecirical services to residential and small
commercial customers in California, This notice mentions some of the provisions that the ESP must

ablde by,

If your ESP registration application is approved, you are required to provide the California Publi¢
Utilities Commlission (CPUQC) with a cash (¢ashier’s check) security deposit in the amount of $25,000
or post a financial guarantee bond in favor of the CPUC in that amount. This deposit must be
received by the CPUC before you sign up and initiate a direct access service request on behalf of a
restdential or small commercial customer. The deposit or financial guarantee bond shall be delivered
to the Energy Division address listed on the first page of this forn. In the alternative, the ESP may

Page 6of 7 '
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elect to open a customer trust aceount in a format approved by the CPUC’s General Counsel. Pending
such an approval, the ESP must post the cash deposit or the financial guarantee bond. This deposit
requirement is subject to change and may be increased once the CPUC adopts final standards
regarding an ESP’s proof of financial viability.

Unless you are an ESP who has been authorized by the California Indepéndent System Operator to
act as a scheduling coordinator, each registered ESP {s required t6 submit to the Energy Division a

- copy of all of its scheduling coordinator agreements or a declaration from each scheduling
coordinator that such an agreement has been signed. The agreements are to be submitted on or
before the date when the ESP signs up its first residential or small commercial ¢ustomer.

If the CPUC adopts final standards regarding an ESP’s proof of technical and financial ability which
differ from those set forth on this form, you may be required to supplement your regisiration
information.

Prior to signing up and imtiating adirect a¢Cess service request on behalf of any residentlal or small
commer¢ial customer, all registered ESPs are required to provide the potential customer with a :
written notice which describes the price, terms, and ¢onditions of service. The notice shall include all -
of the elements required by Section 394.5, and the requirements set forth in the CPUC’s consumer -
protection deciston, D.98-03-072.

Every ESP who offers t6 sell e]ecfricity to end-use ¢ustomers is required to disclose its electricity
sources to those customers in ac¢ordanée with Public Utihties Code Section 398. 4 and as directed by

the California Energy Commission.

Public Utilitles Code Section 394.7 prohibits all ESPs from soliciting those residential and small
commercial consumers whose names appear on the list that {s maintained pursuant to that code

section.

In order {o change the electricity provider of a residenllal or small commercfal customer, all ESPs
" must follow the verification procedures sét forth in Public Utilities Code Section 366.5.

Every registered ESP {s required t6 submit on a periodic b_a'sis information regar‘ding its standard
service plans. This information is to submitted on the form adopted by the CPUC.

In addition to the $100 reglstratlon fee, you are required to pay the annual fee required by Public
Utilities Code Section 394.3(b). This fee is assessed on each registered ESP on September Ist of each

)’eal“. »
For the purposes of this form, the following definition of an “affiliate” applies:

“Affiliate” means any legal entity in which five pef¢ent or more of the ouistanding
shares are owned, controlled, or held with power to vote, directly or Indirectly efther by
the ESP or any of its subsidiaries; or by the ESP’s controlling entity or any of fts
subsidiarles; or by any company in which the ESP, its controlling entity, or any of the
ESP’s affiliates, exert substantial control over the operation of the company or
indirectly have substantial financial interests in the company which s exercised
through means other than ownership. For purpose of this definltion, “substantial
control” in¢lude, but {s not limited to, the possession, directly or indirectly and whether
acling alone or in ¢onjunction with others, of the authority to direct or cause the
direction of the management or policies of the company. A direct or indiréct voting
fiterest of five percent or more by the ESP {n an entity’s company creates a rebuttable

presumptlon of control.

Any material change in the information required by this form shall be provided to the CPUC within
60 days. (P.U.Code Section 394.1(d).)

Submtt the original signed form together with all required documents, and three additional copies.

Page S of 7
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DECLARATI()N

If this registration form is verified outside of California, the verification must be ‘made by an
affi davnt sworn or affirmed before a notary pubhc )

' heréby’certlfy that
(regmtrant’s name)

I, (print name and htle)

Iam empbwered to act on behalf of _
and to make this application on its behalf | declare under the penalty of penury under the laws of

the State of Califomla that I have read the above notice, that the above statements and infOrmatlon
submitted ln c(mnection with this application aré true and ¢on‘ect, and that any documents
furnished in counection with’ thls applicatmn are true and correct copies. -

Datedthis __ - , , at

‘(’pla'ce of execution)

Signature!

(END OF APPENDIX A)

Page 7 of 7
Rev. 3/98
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Appendix B

INFORMATION REGARDING STANDARD SERVICE PLANS

(Name of registered ESP) (ESP registration #)

—

(Strect address)

(City) ‘ | (State) - (Zip Code)

(Area Code) (Telephone Number)

3. Is this the first time you have filled out this form? _
: (Yes) (No)

If your answer is yes, answer the remaining line items.
If your answer is no, have there been any changes to this form since the fast filing?
(Yes) (No)

If your answer to the last question is no, then you mtay read, date and sign the
declaration at the end of this form and file the form with the Energy Division by the
due date.

If your answer to the last question is yes, answer the applicable line items where a
change has been made, complete the declaration and file the form with the Energy
Division.

. Do you offer your electric customers a standard service plan?
, (Yes) (No)

4.1f you answered noto line item 3, describe in detail the type of service offerings that
your company makes to each electric customer. (Attach additional pages if
necessary.) Attach to this filing coples of all printed marketing materials describing
such service offerings that are distributed to potential customers in the normal course
of business, as well as any written materials that accompany the marketing materials.
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5. If you answered yes to line item 3, how many different standard service plans are
offered to your customers? Provide a summary of each kind of service plan that is
provided, {.e., describe the terms and ¢onditions for receiving service. (Attach
additional pages if necessary.) Attach to this fllmg copies of all printed marketing
materials describing each of the standard service plans that are distributed to
potential customers in the normal course of business, as well as any wmten materials
that accompany the marketmg materials.

6. Attach to this filing all coples of the notice required by Publi¢ Utilities Code Section
394.5 that were used during the filing period, as well as any notices that were
distributed to customers during the filing penod that describe any change in the
rates, terms or conditions of service. If the notices do not describe the time period in
which the notices became effective, annotateé the notices or describe in a separate
attachiment the time period in which the Section 394.5 notice was used and the
effective date of any change notice.

7. List the exact number of customers served by your company as of the date of this
filing.
a. Total number of residentlal customers served.
b. Total number of small commercial customers served.
¢. Total number of other customers served.
d. Total number of customers served.

8. List the average number of kilowatt-hours served per month during the past six
months for cach customer group.
a. Residential customers
b. Small commerctal customers




R.94-04-031,1.94-04-032 AL}/JSW/bwg*

DECLARATION

(If this form is verified outside of California, this declaration must be made by an
affidavit sworn or affirmed before a notary publi¢.) B

- I, {print name and title) e - _ ___declare under
penalty of perjury under the laws of the State of Califofnia that the above statements

are true and correct, and that I have enclosed true and correct copies of all required

documents. : '

at

Dated this_-_ dayof .

(place of exééutimj '

@ay)  (montn) e

Signature:

(END OF APPENDIX B)
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Appendix C

Notic¢e Of Price, Terms, And Conditions Of Ser\;icé

Public Utilities Code Section 394.5 requires that each registered electric service
provider (ESP) offering electrical service to residential and small commercial customers
provide the potential customer with this notice prior to the commencement of service.
This notice describes the price, terms and conditions of service that will apply to you, if
you decide to purchase electricity from us. '

~ [name of company] is a registered ESP. Our ESP registration number is [ESP
registration number). Our address is [provide mailing address.] Our telephone number
is {provide area code and telephone number.] » :

: Summary : -

This notice contains important information regarding the price, terms and
conditions of service with our company. This summary describes some of the more
important points covered in this notice. You should, however, read the entite notice so
that you understand all of the price, terms and conditions which apply to you.

Your total price of electricity is . cents per kiIOWat't,.‘hodr. [or if the ESP’s
price is pegged to the PX price, describe the pricing arrangement.]

If you choosé our company to be your ESP, you agree to let us be your electricity
provider [“on a month to month basis”; “for a period of _months”; or “for a
period of year.” Should you decide to terminate this arrangement earlier, you
will have to pay an early termination fee or penalty of .

You have the right to cancel any contract for electric service until midnight of the
third business day after the day you signed the contract, or if no contract is signed, from
the date that your agreement to switch was verified.

Your Right To Choose

You have the right to choose who you want to purchase your electricity from. If
you select an ESP to supply you with electricity, your existing electric utility will still be
responsible for ensuring that the electricity is transported to your résidence or business.

~ Ifyou meét certain in¢omé criteria, you may be eligible for the California
Alternaté Rates for Energy (CARE) program or for energy efficiency services. The
CARE program provides qualifying households with a discounted rate for energy.
Income-eligible households may also qualify for no-cost weatherization or other energy
efficiency services. At the present time, these programs are administered by the electric

-1-
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utility. You should contact the electric utility in your area if you have any questions
regarding your eligibility to participate in those programs.

In selecting an ESP, you should be aware that some ESPs may fequire you to
enter into a contract for a fixed period of time rather than on an at-will basis. If you
enter into a contract for a fixed period of time, and you decide to switch before the
contract term is up, you may be obligated to pay certain fees or penalties for early
termination of the contract. [if the ESP has early termination fees or penalties, you
should include the following sentence: “Our early termination fees and penalties ar
explained below in the Terms And Conditions of Service.”) :

Should any provider of eléctricity refuse to provide any electricity-related
services to you, you have the right to request, within thirty days from the date service
was denied, that the provider send you a written explanation of why it denied you
service. '

Disclosure Of Electricity Source

~ Public Utilities Code Section 398.4 requires that every provider of electricity
offering to sell electricity to customers shall disclose the provider’s source of electricity.
As an electricity customer, you will receive a quarterly statement from your retail
supplier which discloses the projected sources for the ¢calendar year, and an annual
statement disclosing the actual electricity sources for the previous year.

Verification That You Want A New Provider Of Electricity

If you decide to purchase your electricity from someone other than your current
provider of electricity, the law requires the new ESP or the electric utility to verify that
you agree to the change in your provider. This verification can take place in several
ways.

If you are a residential customer and you are ¢ontacted by the new provider, and
you agree to switch to that new provider of electricity, the new provider is required to
connect you to a “third-party verification company,” or to have the third-party
verification company call you, to confirm that you agrec to switch to the new provider.
The third-party verification company may ask you for certain identifying information
such as your name, your address, your current electric provider and account number,
and whether you agree to the switch to the new provider that you have selected. You
should be careful not to disclose any mote information than necessary to confirm the
switch. The third-party verification company can use the information that you provide
only to confirm that you agree to the switchin provider. Any unauthorized release of
the information you supplied to the third-party verification company is grou nds for a
civil lawsuit. You may also request the third-party verification company for a copy of
the record that confirms you have agreed to switch to the new provider of your choice. -
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If you are a residential customer and you directly call the provider of electricity
that you want to switch to, your new provider of electricity is not required to use the
third-party verification process described above. Instead, your contact with the new
provider is sufficient to confirm that you agree to switch to the company that you
called. : :

If you ate a small commercial customer, the new provider of electricity must
confirm your agreement to switch to the new provider in one of four ways. First, the
new provider can use the third-party verification process described above. The second
method is for the new provider to mail you an information package regarding your
agieement to switch, and you retum the written confirmation. The third method is that
_ the new provider may have you sign a document which explains to you the effect of the
change to the new provider. And the fourth method is for the new provider to obtain
 your consent through electroni¢ means, such as e-mail or a facsimile authorization
consenting to the switch to the new provider.

Your Total Price Of Electricity

[1f pricing on  cents-per-kWh basis)

Your total price of electricity is _ cents per kilowatt hotir (kWh). This price
is based on our anticipated eléctricity costs and all recurring charges.

Out recurring charges are for the following kinds_bf charges:

[description of each recurring charge] * [amount of the recurring chargel
[description of each recurring charge]  famount of the recurring charge]

You will also pay recurring charges for services provided by the electric utility
and for legislatively mandated charges. These charges are as follows:

[description of each recurring charge) [amount of the recurring charge)
[description of each recurring charge]  {amount of the recurring charge]

You may also have to pay the following non-recurring charges:

[description and source of each non-recurring charge] [amount of the non-rec¢urring

charge] _

{description and source of each non-recurring charge] famount of the non-recurring

charge]

The following tables provide you with an estimate of your monthly "eléc;t‘r'icity
bill based on the total price of electricity and your estimated monthly usage.
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Resldentiai Custbmer - -

Monthly kXWh Usage ' ' . Estimated Monthly Bill
0 . - (insert applicable amount)

- 50 7 ‘ - [insert applicable amount]

- 100 v " [insert applicable amount]
200 : . - [insert applicable amount] . .
300 ‘ o : - {ingert applicable amount] -
400 | - : [insert applicable amount)
500 L . - [insert applicable amount] -

7500 : : , . [insert applicable amount]
1000 - ‘ ' © - (insert applicable amount]
1500 - _ : . linsert applicable amount] ~
2000 | - . [insert applicable amount]

Small Commercial Customer .

.. Monthly KkWh Usage : - Estimated Monthly Bill

0 - s . "+ [insert applicable amount]
500 . - linsert applicable amount}
750 : ‘ . [insert applicable amount]
1000 S : [insert applicable amount]
12500 ~ [insertapplicable amount]
5000 - S [insert applicablé amount] -
7500 ' . - linsert applicable amount)
10,000 , [insert applicable amount]

(1f pricing i$ 6n a PX minus or PX plus pricing basis, describe the pﬁcing and include
the materials below.)

Our recurring charges are for the following kinds of charges: .

{description of each recurring charge]  {amount of the recurring charge]
description of each recurring charge]  famount of the recurring charge] -

You will also pay recurring charges‘for' services provided by the electric utility
and for legislatively mandated charges. These charges are as follows:

[description of each recurring charge]  [amount 6f the recurring ghargg‘l
description of each recurring charg [amount of the recurring charge]

You may also have to pay the following noh-rechiring charges:
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[description and source of each non-recurring charge] [amount of the non-récurring
charge] :

[description and source of each non-recurring charge] famount of the non-récurring
charge] : ' : -

. Thefollowing tables provide you with an estimate of your momhly‘élec’tr'i)city
bill based on the total price of electricity and your estimated monthly usage.

Residential Customer _
'Monthly kWh Usage : _ Estimated Monthly Bill -
' 0 ' ~ - {insert applicable amoéunt] -
50 | _ [insert applicable amount] =~
100 ‘ * : . [insert applicablé amount]
200 4 ~ linsert applicable amoéunt]
300 : - ‘ {insert applicable amount)
400 - » - {insert applicable amount]
500 . [insert applicable amount]
- 750 . - (insert applicable amount] - -
- -to00 | . [insert applicable amount] -
© - 1500 : {insert applicable amount]
- 2000 o  [insert applicable amount]

‘$mall Commeréal Customer

* Monthly kWh Usage Estimated Monthly Bill
' 0 - finsert applicable amount]
500 : [insert applicable amount]
750 ' {insert applicable amount]
1000 : ~ [insert applicable amount]
2500 , {insert applicable amount]
5000 - {insert applicable amount]
7500 [insert applicable amount]
10,000 ' [insert applicable amount]
' Description Of Legislatively Mandated Charges

Included among the recurring charges are amounts for the competition transition
charge (CTC), nuclear decommissioning ¢osts, Trust Transfer Amounts (TTA), and
public purpose program costs. Putsuant to the legislative enactments regarding electric
restructuring, these four charges are to be paid by all consumers of electricity unless
exempted by statute. These charges will appear on the electric utility’s charges. If you
choose to remain with your curtent electric utility, or you select a different electric
service provider, you will remain obligated to pay these four charges.
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The CTC is the charge which allows the electric utility to recover its investments in
electric generating facilities and associated obligations as a result of the restructuring of
the electric industry. The nuclear dec0mmissioning costs are the costs of safely
r‘emoving nuclear generating facilities from service when the facility is retired. The TTA
is the ¢harge to recover the financing cost that was used to reduce electncxty rates by 10
percent in 1998. All residential and small commercial customers receive the 10 percent
rate reduction regardless of whether the customer’s electricity provider is the electric
utility or a registered ESP. The public purpose program costs are the costs of programs
to enhance the relnablhty of the electricity system; provide energy efficiency and
conservation activities; develop research, development and demonstration projects;
operate and develep renewable energy soutcés; and provide electricity to low-income
customers under the CARE program. - _

Description Of Terms And Conditions Of Service

[describe all of the terms and conditions of service related to the sale of electricity
to residential and smatl commercial customers. this should descnbe who will perform
the metenng and who will be billing the customer.]

{ explain all financial obligations the customer will face in connection witha -
customer’s purchase of eleclricity or other electricity-related products or services from
the ESP, as well as all finantial obligations associated with terminating service.)

1f an advance deposit is requiféd, the law provides that the deposit cannot be
more than your estimated bill for a three-month period.

[use the provision applicable to your situation: (1) You, the customer, will receive a
single bill from us for all of the electric utility’s charges and for our charges. Should you
owe any past due amount on your bill, we are responsible for collecting that past due
amount from you. If you fail to pay any past due amount, we may transfer your electric
service back to the electric utility, who may then disconnect your electri¢ service. If your
electricity is disconnected, you may be obligated to pay a disconnect fee to the electric
utility. In order to reestablish electri¢ service, you may have to pay a reconnection fee to
the electric utility. (2) Although you, the customer, will be purchasing electricity from
us, we will arrange to have the electri¢ utility sénd you a single bill for the electric
utility’s charges and for our charges. Should you owe any past due amount on your bill,
the electric utility is responsible for collecting any past due amount from you. If you fail
to pay any past due amount owed to the electric utility, the electric utility may then
disconnect your service. If you fail to pay any past due amount owed to us, we may
transfer your electric service back to the electrie utility, who may then disconnect your
electric service. If your electricity is disconnected, you may be obhgated to pay a
disconnect fee to the electric uhhty In order to reestablish electric service, you may
have to pay a reconnection fee to the electric utility. (3) You, the customer, will be
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receiving a separate bill from the electric utility for its charges, and a separate bill from
us for our charges. Should you owe any past due amount on the electric utility’s bill, the
electric utility is responsible for collecting any past due amount from you. Should you
owe any past due amount on our bill, we are responsible for collecting any past due
amount from you. If you fail to pay any past due amount owed to the electric utility, the
electric utility may then disconnect your service. If you fail to pay any past due amount
owed to us, we may transfer your electric service back to the electric utility, who may
then disconnect your electric service. If your electricity is disconnected, you may be
obllgated to pay a disconnect fee to the electric utility. In order to reestablish electric
service, you may have to pay a reconnectnon fee to the electric utility.)

Complamt Procedures

Different complamt procedures apply dependmg upon whom you have a
dispute with. If you have a billing-related dtspute concerning the electric utility’s
charges, or a dispute regarding the manner in which the electricity is distributed to
your residence, a complaint may be filed with the California Publi¢ Utilities
Commniission (CPUC) if you meet the conditions set forth in Rule 9 of the CPUC Rules

of Practice and Procedure.

If you have a billing-related or serv:ce‘related dispute with us, the ESP, you may
¢omplain to the CPUC, The CPUC shall then attempt to informally resolve your
complaint. However, if you have a d:spute against us which does not relate to the rates,
charges, or terms and conditions of service, you have the right to file a complaint with
the CPUC or file a complaint against us in civil court,

If you file or submit a complaint with the CPUC against an electric utility or an
ESP, your electric service canno! be disconnected if you deposit the disputed amount
with the CPUC in an escrow account.

If you have any quésti(ms regarding the CPUC ¢complaint procedures, you may
contact the Consumer Affairs Branch (CAB) of the CPUC. The CAB may be reached at

1-800 649-7570.
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- Other Services

~ We also offer [describe the other Sgn'ife offered.) The following is a description
of each of the services offered, and the charge or charges associated with each service,

[desén‘l_)iioh of each service] ~ [amount of the charg-e(' s)

[description of each service] - [amount of the chargefs))

© Notice Of Your Right To Cancel

You have the right to cancel any contract for electric sérvice until midnight of the
third business day after thé day you signed the ¢ontract, or if no contract js signed, from
the date that your agréement to switch was verified. You must give us, at the address
specified on page 1 of this notice, written notice of your desire to cancel. No feeor
penalty may be imposed against you for exercising your right to cancel within this time

period. (Publi¢ Utilities Code Section 335.) -

(END OF APPENDIX C)
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BEFORE THE PUBLIC UTILITIES COMMISSION OF'THE"STATE OF CALIFORHIA

Order Instituting Rulemaking on the _
Commission’s Proposed Policies Governing - Rulemaking 94-04-031
Restructuring California’s Electric Services (Fited April 20, 1994)
Industry and Reforming Regulation. o -

Order Instituting Im’esllgatlon onthe : o

Commission’s Proposed Policies Governing ' Inveshgauon 94-04-032
Restructuring California’s Electric Services » (Filed Apnl 20,19%4)
Industry and Reforming Regulation. N

ADMINISTRATIVE LAW JUDGE'S RULING

On March 11, 1998, Pacific Gas and Electric Company (PG&E), on behalf of itself,
‘San Dxego Gas & Electric Company, and Southem California Edison COmpany filed a

motion sécking an extension of time for them to file the unaccounted for energy (UFE)
report that is required pursuant to Ordering Paragraph 9 of Decision (D.) 97-10-086.
PG&E states that its motion is also supported by the California Energy Commission
staff, the Independent System Operator (ISO) staff, and the Power Exchange staff.

Ordering Paragraph 9 of D.97-10-086 states that the utility distribution
companies (UDCs) are to inform the Commission of the 1SO’s efforts lo control UFE
losses, and of the UDCs’ plans to place more meters at strategi¢ points in the
transmission and distribution system so as to detect losses attributable to UFE. This
report was to be filed on March 31, 1998, and ¢omments to the report were to be filed on
or before April 24, 1998.

The UDCs request that the March 31 filing date be extended until November 1,
1998 so that meaningful conclusions can be reached and realistic solutions offered.
PG&E slates that the UFE quantities will not be available until 62 days after actual
operations begin. However, due to the new systems and operations, the first few
months of data may not be representative of the market activities that one would expect
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in a more slable market. PG&E suggests that three full months of UFE data be made
available before the report is filed.

PG&E also states that the delay is appropriate because it will permit the report to
incorporate the work of other working groups that address some of the UFE issues and
the effect of the implementation of dynamic load profiles that are scheduled to begin on:
July 1, 1998.

The only response to lhe motion was filed by the Office of Ratepayer Advocates
(ORA). ORA agrees that some delay is necessary, but believes that an initial report :
should be due in August 1998 and an updated report should be provided in November
1998. ORA's concemn is that the report may provide the CommisSiOn with an early
warning of any developing problems. ORA also points out that the UFE data canbe
derived by doing several comparisons, and that some of the initial data is likely to be

useful for the other working groups.
The proposed schedule of ORA has nierit in that it will allow the Commission to

receive information about UFE in the early stages of direct access rather than wmtmg
more than six months for such a report. The UDCs shall file an initial feport conlaining
the information described in Ordering Paragraph 9 of D.97-10-086 on or before
August 10, 1998. An update to that report shall be filed by the UDCs on or before
November 13, 1998. Comments to the initial report and to the update may be filed
within 25 days after the date of service of the reports. The update shall also contain a
recommendation as to whether further reports pertaining to the UFE issues addressed
in Ordering Péragraph 9 of D.97-10-086 are necessary.

Therefore, 1T 1S RULED that :

1. Pacific Gas and Electric Company’s motion for an extension of time to file the
report ordered in Ordering Paragraph 9 of D.97-10-086 is granted as set forth below.

2. The utility distribution companies (UDCs) shall file in the Docket Office and
serve an initial report of the unaccounted for energy (UFE) in accordance with
D.97-10-086 on or before August 10, 1998. Comments to the initial report may be filed

within 25 days from the date of service.
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3. On or before November 13, 1998, the UDCs shall file and serve an update to
the UFE initial report. The update shall contain a recommendation as to whether

further UFB reports are needed. Comments to the update may be filed tithin 25 days

from the date of service.
Dated Matich 30, 1998, at San Francisco, Cahforma

]ohnS W n )
Ad nistrative Laty ]udge -
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CERTIFICATE OF SERVICE
I certify that ] havé by mail this day served a true copy 61’ Ihé original attached
Administrative Law Judge's Ruling on all parhes of record in this proceedmg or their

attorneys of record.
Dated March 30, 1998, at San Francisco, Califbfn1ia.-»

LBolorir s
Berlina Gee (/

NOTICE

Parties should nohfy the Pr0cess Office, Publ[c Utihtles ‘
‘Commission, 505 Van Ness Avenueé; Room 2000,
~ San Francisco, CA 94102, of any change of address to insure
that they continue to receive documents. You must indicate
- the proceeding number on the service l:st on which your
name appears. : : ,




JSW/bwg 3/30/98

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking on the _
Commission’s Proposed Policies Governing Rulemaking 94-04-031
Restructuring California’s Electric Services - (Filed April 20, 1994)
Industry and Reforming Regulation. - ' :

Order Instituting Investigationonthe
Commission’s Proposed Policies Governing Investigation 94-04-032
Restructuring California’s Eleciric Services _ (Filed April 20, 1994)

Industry and Reforming Regulation.

 ADMINISTRATIVE LAW JUDGE’S RULING
'REGARDING THE OBLIGATIONS OF ELEGTRIC SERVICE
PROVIDERS PURSUANT TO DEGISION 98-03-072

- Background |

On March ‘26, 1998, the Commission adopted its decision on consumer protection
- for the direct access electiicity market, Decision (D.) 98-03-072.’ The decision directed
- the assigned Administrative Lasw Judge (ALJ) to send a ruling to all currently registered
electric service providers (ESPs) to ﬁotify them of their obligation to abide by the rules
set forth in D.98-03-072 and that they are required to supplement their registration
information. This ruling provides that notification.

The decision may be obtained by accessing the Commission’s Internet web site at
wwiv.cpuc.ca.gov. In the alternative, you may purchase a copy of the decision by
contacting Central Files at (415) 703-2045.

D.98-03-072 revised the registration requirements for all ESPs, including those
ESPs who have already received registration numbers from the Commission. The
decision adopts interim standards for proof of financial viability and proof of technical
and operational abilities. The decision also revised the ESP registration form and
requires all currently registered ESPs to supplement its registration information and to
submit all required documents. In addition, D.98-03-072 addressed and established
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rules and procedures for the other consumer protection safeguards that were added to
the Public Utilities Code by Senate Bill 477 (Stéts. 1997, ch.275). All of these various
tules and procedures have an immediate and direct impact on the operations of all ESPs
serving residential and small commercial customers.

Final standards for proof of financial viability and proof of technical and
operational abilities were also proposed in the decision. Interested persons may file

opening and reply comments to those proposed final standards in accordance with the

schedule set forth in the decision. In addition, commenits are being solicited on two

additional proposals that are addressed in the decision. The decision is also soliciting
interest from all ESPs, public agencies, electrical corporations and energy éfﬁciehcy

~ providers in a list of consunters who are interested in being contacted by ESPs and by
energy efficiency providers. | |

Your Obligation As An ESP

D.98-03-072 went into effect on Maich 26, 1998. Effective immediately, all
currently registered ESPs who do not have a signed “Energy Service Provider Service
Agreement” with any utility distribution éompany (UDC) are prohibited from
marketing, adverlising, or otherwise offering for sale any retail direct access electrical
services to any residential or small commercial customer in California.

In addition, if the ESP has not signed any service agreement with a UDC, the ESP
is required to supplement its ESP registration information by completing the “Electric
Service Provider Application Registration” that is attached to the decision as
Appendix A, together with all required documents, and to mail that information to the
Energy Division no later than June 24, 1998. The required documents include the
following: if a fictitious business name is being used, evidence of compliance with the
Business and Professions Code; if a non-California corporation, limited liability
company or limited partnership, a copy of the certificate from the California Secretary
of State permitting the entity to transact business in Califomia; a copy of the signed
service agreement; a description of each key person’s experience in the sale,

procurement, metering and billing of energy sources or similar products; and a
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completed fingerprint card of the registrant if an individual, of all general partaers if a
partnership or limited liability parinership, of all managers and/or officers if a limited
liability company, or of the directors and officers if the entity is a corporation.

An ESP who has not yet signed a service agteement with a UDC is also required
to post with the Commission a cash security dep'osit or a financial guarantee bond in the
amount of $25,000 prior to the ESP signing up and initiating a direct access service
request on behalf of any residential or small éomme_r‘cia] customer. Inaddition, the ESP
is required to provide a copy of all of its agre’ehlenis with its scheduling céordinator's or
declarations from each scheduling cOOr‘diriato‘rr'with_ which the ESP has an égreement.
The ESP is also required to submit a copy of its Section 394.5 noti¢e when it signs up its

first customer or when the first standard service };lah filing of the ESP is due, whichever

is earliest.
If the currently registered ESP has already entered into a service agreement with

one or more UDCs, the ESP is permitted to offer electric service only in the service
territories of those UDCs for which the ESP has a service agreement. Those ESPs are
also required to supplement their ESP registration information, as described above, on
or before June 24, 1998. If the ESP has already signed up or initiated a direct access
service request on behalf of a residential or small commercial customer, the ESPis
required to post the above-described deposit or bond with the Commission on or before
April 9, 1998, and to submit the notice required under Public Utilities Code Section
394.5 to the Energy Division no later than April 10, 1998. The scheduling coordinator
agreement or declaration is to be submitted as part of the ESP’s supplemental
registration information. ,

The failure of an ESP to update the required information or to provide the
required information as described above and as discussed in D.98-03-072 will lead to a
suspension of the ESP’s registration on July 6, 1998.

Any currently registered ESP that cannot comply with the revised registration
requirements, or who does not want to market to residential and small commercial
customers at this time, may request in writing that their registration be placed on

“inactive status.” The ESP must state the following in the written request: the ESP’s

-3.
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registration number; that the registrant wants to be placed on inactive status; that the
person signing the letter has the authorily 16 bind the entity; and there must be a
declaration or affirmation under penalty of perjury under the laws of California that the

entily will not advertise, market, or othenwise offer electrical service to residential or

small commercial customers while the entity is on inactive status. This request must be
mailed to the Energy Division-ESP Registration no later than April 15, 1998. If the ESP
fails to notify the Eneigy Division that it wants to be placed on in;iéti\fe status by that

date, then the ESP must update its r’égistr’alién information‘hé 'laté;_ than June 24,1998

or face suspension. ‘

If a currently registered ESP no longer wants to be reglstered as an ESP, it may -
send a request to cancel at any time to the Energy Division-ESP Reglsltatlon. The
written request should inclddé the ESP’s registration number, that the person signing -
‘the letter has the authority to bind the entity, and that the entity requests that its ESP
reglstratlon number be cancelled.

_ Any ESP who is listed on inactive status or whose registration nurmber has been
cancelled, is prohibited from marketing, advertising, or otherwise offering for sale any
retail direct access electrical services to any residential or small commercial customer in
California. |

The above requirements address the major impacts on each registered ESP. For
other consumer protection safeguards which apply to all ESPs, each ESP should read
D.98-03-072.

Comments On Proposed Final Standards
In accordance with SB 477, D.98-03-072 proposes that a set of final standards

regarding proof of financial viability and proof of technical and operational ability be
adopted by the Commiission. The proposed final standards may be commented upon
by all interested parties. After submission of all the comments, the Commission will
issue a decision adopting final standards for proof of financial vnabnhty and proof of
technical and operational ability. Anyone interested in filing comménts on the
proposed final standards shall file in the Docket Office and serve their 0penmg
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comments on or before April 15, 1998. Reply comments to the opening comments are to
be filed and served on or before April 30, 1998. ‘

Other PrOpOsals And Sollcltatlon ot lnterest e

D.98-03-072 also pr0p0503 that the Office of Ratepayer Ad\'ocates be respons1ble
for deVelopmg and maintaining a common matrix of information that aIIOWS consumers’
to compare the service offermgs of the different ESPs, Partles may flle openmg and
reply comments on tlns proposal i in accordance wnh the schedule for comments on the

propOsed final standards , . S
The decislon also proposes that the UDCs be respol‘\snble for éstabllshmg a

dalabase or record of calls to thelr customer setvice centers regardmg OOmplamts
agamst ESPs Itis prOposed that such information be used by the COmmlSSIOI‘I s
Consumer Serwces Division to6 monitor the ESP’s compliance w:th apphéable laws,
mlcs and orders, to assist in any m\'eshgahon or enforéement actions a gamst alleged
violators, and to detect possible problem areas. Opening and reply comments on this
proposal shall be filed in aCCordanCe thh the schedule fot comments on the pmpoSed
final standards. ' _

D.98-03-072 is als;)'sol'icitlng interest in lhe "6pt~in” customer list. This opt-in list
would contain the names and addresses and possibly telephone numbers of consumers
who are interested in receiving more information from ESPs and perhaps from energy
efficiency providers. Before deciding whether such a list should be compiled, the
Commission is trying t6 gauge the demand for such a list. If there is sufficient interest
in the list and the cost of developing the list can be substantially or totally recovered
from the sale of the list, then the Commiission is inclined to proceed with the desigh and
implementation of the opt-in list. Those ESPs, public agencies, electrical corporations,
and energy efficiency providers who are interested in plirchasing such a list should
send a letter to the Energy Division-Opt-In List, 505 Van Ness Avenue, 4th Floor, San
Francisco, California 94102. The letter should indicate whether the entity is interested
in purchasing stich a list, and the amount that it would be willing to pay for such a list.
‘The letter {s to be mailed to the Energy Division on or before April 15, 1998.
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Therefore, IT IS RULED that: - , S -
1. In accordance with Ordermg Paragraph 14 of D. 98-03-072 notlftcahon of the
obligations of ESPs under this decision is bemg prévlded to all registered ESI’s /

2. All currently registered ESPs nust COmply with the reqmremenls of -
D.98-03-072 as described above and dlscussed in deplh in the decnsion 7

3. Comments on the aboVe proposals are to be flled in accordance wnth the
schedule set forth in D.98-03- 072. S

4.. Any ESP mterested in the 0pt in llst isto submlt a Ietter of mterest to the

: Energy Division on or before Apnl 15 1998

* Dated March 30, 1998, at San Francisco Cahfomia S
v Nl

Johns 'WO i
A istrative Ldw udge




R.94-04-031, 1.94-04-032 JSW/bwg

- CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of the original attached
Administrative Law'J:udgé’s Ruling Regarding the Obligéations of .El'ect'ric Service
Providers Pursuant to Decision 98:03-072 on all parties of record in this proceedmg or
their attorneys of record and to all currently registered elecmc setvice providers.

Dated March 30, 1998, at San Francisco, California.

ﬁcﬁ l./z&!u;’- 17?«((_/
“Berlina Gee

NOTICE

Parties should notify the Process Office, Public Utilities
‘Commission, 505 Van Ness Avenue, Room 2000, -
~ San Franciséo, CA 94102, of any change of address to insure
- that they ¢ontinué to receive documents. You must indicate
 the proceeding number on the service list on whlch your
name appears.
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking on the
Commission's Proposed Policles , -
Governing Restiucturing Califorla’s b Rulemaking 94-04-031
R.94-04-031 Electric Services Indushy (Filed April 20, 1994) -
and Reforming Regulation. _ : :

Order Instituting Inveéstigation on the -
Conimission’s Proposed Policles - ,
Goveming Restructuring Califormia’s - lnvestngation 94 04-032
Electri¢ Service Industry and RefOrming ~(Filed April 20, 1994)

Regulahon

COORDINATING coMmsslsth"s RULING PURSUANT TO DECI'SIO'N 07-12-131

~ The Commission, thé Feder’él Energy Regulatory Commission (FERC), the
Legislature, and many stakeholder mterests have been engaged in a ¢ontinuing effort
directed toward the estabhshment of a compehhve marketplace for electricity since thls
Commission announced its pollcy on restructurmg the electric utility industry in
Decision (D ) 95-12 063, as modlfled by D.96-01- 009 In D.97-12-131, the Commission -
recognized that not all of the restructuring initiatives, many of which were scheduled
for January 1, 1998, could occur when initially planned. In particular, a delay in the
 start of operations for the Independent System Operator (ISO) and Power Ekchange
(PX) required the Commission to postpone the start of direct access initiatives.

That delay ¢an now be ended, and the Commission is prepared to make the final
authorization required for the start of direct access and the real beginning of
competition in the restructured electrical industry in California.

D.97-12-131 delegated to me the task of issuing a ruling which will order when
direct access should commence simulaneous with the commencement of operations of
the ISO and the PX. The Commission said:

Consistent with the FERC [order in Pacifi¢ Gas and Electrie
Company, 81 FERC { 61, 378 (1997)}, the ISO and the PX must
piovide notification to FERC at least 15 days prior to the
date the ISO and PX will commence operations. Once that
notice is provided and the ISO and the PX are ready to
commence operations and {the chief executive officers of
PG&E, Edison, SDG&E, the ISO, and the PX] provide their

-1-
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certificates to the FERC, direct access should begin within a
specified number of business days. We delegate to the
Coordinating Commissioner the task of issuing a ruling
which will order when direct access should commence.
Consistent with [Assembly Bill] 1890, once such ..

certificates take place, direct access shall begin s:multaneous
with the commencement of ISO and PX operahons, per the
Coordinating Commissioner’s ruling,

In D.98-01-053, the Commission granted authority to_&dﬂ\*ey operational control
of designated transmission lines and associated facilities to the ISO pursuant to Publi¢

Utilities Code Section 851, subject to the terms and conditions substantially in the form

of t'he Transmission Control Agreement filed by Pacific Gas and Electric Company
(PG&E), San Diego Gas & Electric Company (SDG&B), and Southem Cahforma Edison
Company (Edison) (joint appllcants) on January 6, 1998.
Ordering Paragraph 2 required that ]omt apphcants provide to the assigned
‘Commissioner in Apphcahon (A)) 97-11-038, the certificates required by the FERC in
connection with the transfer, which were to be addressed to this Commission as well.

Ordering Paragraph 3 required joint applicants to provide to the assigned
Commissioner a verified, executed copy of the Transmission Control Agreement in the
form approved by the FERC, including all appendices and all documents incorporated
by reference that are not tariffs promptly after execution of the Transmission Control
Agreement,

Following satisfactory compliance with Ordering Paragraphs 2 and 3 and the
issuance of this ruling of the Coordinating Commiissioner, as provided in D.97-12-131,
the conveyance of operational control will become effective on the date that direct
access commences,

On March 30, 1998, joint applicants provided the certificates required by
Ordering Paragraph 2 of D.98-01-053. On March 39, 1998, joint applicants provided the
verified copy required by Ordering Paragraph 3 of D.98-01-053.

The certificates and copy evidence the notification to FERC at least 15 days prior
to the date the ISO and PX will commence operations, which is scheduled to occur after
the end of the day on March 31, 1998.
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3,-

For purposes of this ruling, “direct access” and ”operations" shall notbe

deemed to refer to activities consisting solely of 5chedulmg and planmng of dthenes,

 but shall be deemed to include the physical dehvery of energy
THEREFORE, ITIS RULED that: —
1. The conditions contemplated by D. 97-12 131 have been sahsﬁed
2. Dnrect access shall begm snmultaneously with the commencement of ISO and PX
’ operations, but not before 11: 59 P.M. on March 31, 1998 o ' o
| 3. ]oir‘lt appltCants have sahsfactorlly c0mphéd with Ordermg Para graphs 2 and 3
0f098-01053 ' ' S T
4. Jomt apphcants are authonzed by D: 98- 014)38 to comwey opcraIIOnal mntrol to
the ISO effective snmultaneous with the commencement of diréct aceess.
- 5 A copy of this rulmg shall be served on the serv:ce hsl in the failowmg
apphcatmns in addition to this docket: A. 97-1 1-088 A 96~12 009, A 96-]2 011,
A 96-12-019, A.97-050-11, A.97-06-046, A.97-07-005, and A 97-03 064"
Dated March 30 1998 at San Francnsco, Cahfomna

Commissioner
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CERTIFICATE OF SERVICE

I certify that I have by mail this day served a trué copy of the original attached
Coordinating Commissioner’s Ruling Pursuant to Decision 97-12-131 on all parties of
record in this proceeding and Application (A.) 97-11-038, A.96-12-009, A.96-12-011,
A96-12-019, A.97-050-11, A.97-06-016, A 97-07-005, and A.97-08-064 or their attorneys of

record.
Dated March 30, 1998, at San Francisco, Ca]i‘fc:mia;:

a*wf//flz%

Janet V. Alvnar

NOTICE

Parties should notify the Process Office, Public Utilities
Commission, 505 Van Ness Avenue, Room 2000,

San Francisco, CA 94102, of any change of address to insure
that they continue to receive documents. You must indicate
the proceeding number on the service list on which your
name appears.




