R.07-05-025 
Rulemaking Regarding Whether, or Subject to What Conditions, the Suspension of Direct Access May Be Lifted Consistent with Assembly Bill 1X and Decision 01-09-060

Workshop

Further discussion of Phase II (a) (1) issues regarding the merits and manner by which DWR could pursue novation or assignment of its contracts through renegotiation
July 1, 2008, 10:30 a.m. – 5:00 p.m.
July 2, 2008, 9:30 a.m. – 5:00 p.m.
California Public Utilities Commission, Commission’s Courtroom

The objectives of this workshop are:

(1) 
To follow up on issues discussed at the June 2, 2008 workshop and further developed in post-workshop comments filed on June 9, and 16, 2008;
(2)
To provide a forum to identify possible areas of dispute which can be resolved or differences narrowed through discussion, as well as remaining disputed items of fact which warrant evidentiary hearings or further written comments to resolve;
(3) 
To focus on threshold constraints to be resolved in Phase II (a) (1) before undertaking further measures in Phase II (a) (2) to facilitate novation/assignment or renegotiation of DWR power contracts; and 

(4) 
To afford parties their final opportunity in a workshop setting to exchange information and clarify the supporting basis for arguments on Phase II (a) (2) issues.  As prescribed in the Assigned Commissioner’s Ruling dated April 18, 2008, if any party believes that evidentiary hearings are required on any Phase II (a) (2) issues, motions requesting hearings are due three business days after the workshop.  As an alternative, parties may file motions to submit additional written comments on Phase II(a) (2) issues, including sworn declarations of experts, as appropriate. 
	Agenda
Tuesday, July 1, 2008

	10:30 am to 10:45 am
	Introductions, Review Objectives of Workshop, and Agenda

ALJ Thomas Pulsifer and April Mulqueen

	10:45 am to Noon
	Expiration cut-off date for targeting DWR contracts for which novation/assignment or renegotiation should be pursued.  The goal of this discussion is to seek consensus on limiting the number of DWR contracts targeted for novation/renegotiation/assignment by setting a predetermined cut-off date based on contract expiration.  For the contracts without novation provisions (Sempra Energy Resources, Coral Power LLC, PacifiCorp Power Marketing, City and County of San Francisco), parties will present their views on the time necessary for contract negotiation necessary to substitute DWR with another supplier, the constraints to negotiation, and assumptions behind their estimates.  Next, for the contracts with novation provisions, parties will likewise present views on the time necessary for implementing novation.  Based on the expected timelines for renegotiation and novation implementation, parties will discuss the merits of limiting novation/renegotiation efforts to contracts expiring after those timelines have run their course.  Parties will discuss the merits of specific dates certain that have been suggested, e.g., July 1, 2010; September 30, 2011 (expiration of Sempra contract); June 30, 2012 (expiration of Coral contract); December 31, 2012.  For each date listed, does the use of the expiration cut-off date eliminate or diminish concerns otherwise associated with novation/assignment?  Do new concerns arise out of an expiration cut-off date?   Finally, parties will discuss a reasonable timeline for completion of Phase II(a)(1), using the timeline proposed by Pacific Gas & Electric in its June 9, 2008 Opening Comments as a springboard. 



	Noon to 1:00 pm
	LUNCH BREAK


	Agenda
Tuesday, July 1, 2008

	1:00 to 1:30 pm
	Continue discussion of expiration cut-off date.    

	1:30 pm to 2:30 pm
	Better quantification of costs/benefits of DWR contract novation/assignment.  If there are additional costs or benefits which have not been identified, or have been identified/quantified incorrectly, this is parties’ opportunity to identify those costs/benefits for discussion.  Parties asserting specific claims concerning costs or benefits bear the burden of proof to support their claims.  Discussion will include merits of incremental novation; if some of the DWR contracts can not be novated, is there value in proceeding with the novation of the rest of the contracts?  Discussion will be limited to the costs and benefits of novation; the potential for additional power costs and/or benefits associated with the renegotiation or novation of specific contracts will be addressed on July 2.  

	2:30 pm to 2:45 pm
	Break

	2:45 pm to 4:00 pm
	Continue discussion of better quantification of costs/benefits.    

	4:00 pm to 5:00 pm
	Begin discussion of strategies to deal with constraints imposed by the PG&E Bankruptcy Settlement (D.03-12-035).  PG&E will begin by presenting its position on constraints presented by the Bankruptcy Settlement, and its position on the workarounds suggested by the parties.  PG&E should bring subject matter experts conversant in the Settlement who can address the constraints and respond to parties.  Discussion will include reciprocity of constraint; if the Settlement bars the Commission from ordering PG&E to accept the DWR contracts, does the Settlement also bar PG&E from voluntarily accepting the contracts?  (Discussion of PG&E Bankruptcy Settlement to resume on July 2) 




	Agenda
Wednesday, July 2, 2008

	9:30 am to 9:35 am
	Introduction

ALJ Thomas Pulsifer and April Mulqueen

	9:35 am to 10:30 am
	Continue discussion of PG&E Bankruptcy Settlement.



	10:30 am to 10:45 am
	Break

	10:45 am to Noon
	Principles that should apply in addressing inter-utility cost allocation issues as a predicate for DWR contract novation/assignment or renegotiation.  Parties will discuss the substantive merits and consequences of various approaches that parties have proposed to deal with inter-utility cost allocation as a result of the IOUs or other third parties taking over the DWR contracts.  This discussion is intended to focus on the conceptual merits of various approaches rather than delving into specific calculation details.   What are the costs, advantages, or disadvantages associated with specific approaches that have been proposed?  Is the current cost allocation methodology permanent, or was it intended to be subject to modification if other suppliers took over the DWR contracts?  Can the issue of cost allocation be addressed by agreeing on certain simplifying principles?  What further proceedings, if any, are required to resolve the issue?

	Noon to 1:00 pm
	Lunch Break 


	Agenda
Wednesday, July 2, 2008

	1:00 pm to 1:45 pm
	Continue discussion of cost allocation.

	1:45 pm to 2:30 pm
	Prospects and conditions for participation from power sellers; legal constraints relating to renegotiation/novation/assignment.  The goal of this discussion will be to gain a clearer understanding of power suppliers’ willingness to cooperate in implementing novation/renegotiation of DWR contracts in a manner that is in the public interest.   Discussion will include the question of novation/assignment of DWR contracts to third parties; can ESPs be Qualified Electric Companies?  What would the IOU responsibility be in the event of novation to a third party?  Will sellers have the bargaining power to demand changes in contract terms under at least some situations?  If so, what strategies may be available to motivate sellers to agree to terms that are favorable to ratepayers?   What are the prospects for additional costs or benefits to the ratepayers resulting from the renegotiation of specific contracts?  What contractual provisions, if any, may impact DWR’s options in implementing novation or renegotiating contracts that are in ratepayers’ best interests?  Can the Commission require that contracts be novated “as is?”  

	2:30 pm to 2:45 pm
	Break

	2:45 pm to 4:00 pm
	Continue discussion of prospects and conditions for participation from power sellers.

	4:00 pm to 5:00 pm
	Wrap-up and Next Steps

ALJ Thomas Pulsifer


Questions regarding the workshop should be directed to April Mulqueen of the CPUC Policy and Planning Division (415-703-2329, am4@cpuc.ca.gov) 

