
Client
ALERT

Janua ry  2 00 1

California Public Utility Commission Temporarily Suspends Opt-Out Provision
of Edison Interruptible Program

In mid-October, the California Public
Utilities Commission ("CPUC")
issued a decision temporarily sus-
pending until March 31, 2001, the
ability of interruptible customers of
Southern California Edison
("Edison") served under Schedule I-6
to either "opt-out" of (i.e., terminate)
the interruptible program or change
their firm service levels. If you are
currently an I-6 customer, your rights
may be affected.

Background
Edison has operated interruptible
load programs since the mid-1980s.
Under these programs, customers
could sign-up and receive a discount
off their electric rates (generally
around 15 percent) on the condition
that Edison could interrupt service
up to 25 times for a maximum of six
hours, or a total of 150 hours per cal-
endar year. Most existing interrupt-
ible customers entered into contracts
prior to April 1, 1998 when the appli-
cable Edison rate schedule required
the customer to provide Edison with
a five-year written notice to modify or
terminate its interruptible service.
Effective April 1, 1998, the CPUC
modified the applicable notice provi-
sions, eliminating the five-year notice
provision and replacing it with a year-
ly opt-out provision. Under the new
notice provision, each year, between
November 1 and November 30, cus-
tomers could opt-out of their inter-

ruptible program, or adjust their firm
service level. Edison has seldom
needed to interrupt service, however,
during the past summer interruptions
increased dramatically, and Edison
curtailed program customers approxi-
mately 18 times.

As noted above, the CPUC decision
has suspended the annual November
1-30 "opt out" procedure. Until the
CPUC acts in Spring 2001, I-6 cus-
tomers will not be able to change
their I-6 contract levels and terms.

Implications
With cooler seasonal temperatures, it
is less likely that Edison would need
to curtail interruptible service
between now and March 31, 2000,
and therefore, the suspension of the
opt-out provision may not have an
immediate impact on affected cus-
tomers. However, interruptions in
electric service because of possible
shortages this winter in the supply of
natural gas used by generators to pro-
duce electricity, and/or unit outages
for maintenance, may result in some
interruptions.

CPUC decision-making on this issue
in the upcoming months may signifi-
cantly impact the future quality of
service that interruptible customers
are likely to receive, and the condi-
tions under which existing customers
may opt-out of the interruptible pro-
gram or change their firm service lev-

els. The CPUC declared that its deci-
sion to suspend the opt-out provision
was necessary in order to enable it
sufficient time to evaluate the inter-
ruptible program and to sufficiently
address reliability concerns for
Summer 2001. The Commission stat-
ed that it would use this time to con-
duct a Rulemaking to examine the full
range of alternatives available to
encourage customers to reduce ener-
gy usage during peak periods. These
alternatives may include pricing and
non-pricing incentives, voluntary
efforts, and required efforts. The
Commission's goal is to have
revamped programs in place prior to
Summer 2001 that will attract and
retain customers willing to be inter-
rupted and allow those which are not
willing to opt-out, although perhaps
subject to certain conditions. Such
conditions could involve payments to
Edison in exchange for permanent
opt-out from the I-6 program, or to
reduce the interruptible levels.

As a Edison interruptible program
customer, this Rulemaking may
directly impact your quality of electric
service. Furthermore, customers of
Pacific Gas & Electric and San Diego
Gas & Electric, which have similar
interruptible programs with opt-out
provisions, may also be affected.
With near-term supplies of electricity
in the California market projected to
remain tight for the next couple years,
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utility curtailments of service to inter-
ruptible customers are likely to
increase. For this reason, the results
of the Commission's Rulemaking on
the interruptible program tariffs may
directly affect your interruptible serv-
ice.

If you are an interruptible customer,
you will need to think through the
effects of this Rulemaking and how it
will impact your ability to continue
interruptible service, with related
interruptions, and how this may
impact your strategy for evaluating
other supply options under CA Direct
Access retail customer choice pro-
grams.

To mitigate risks in supply and to
ensure more price certainty, cus-
tomers are also exploring acquiring
back-up generators for use during
power interruptions, or on-site elec-
tric generation to satisfy all their
needs on a continuous basis.
Customers can mitigate the costs of
such on-site generation by forming
joint ventures with power marketers
or other entities that are interested in
investing in such electric generation
facilities.

Our Firm has advised retail electric cus-
tomers on a nationwide basis.  In

California, we negotiated one of the first
retail customer choice contracts in the state.
Our Energy Group can assist in the evalua-
tion of your strategic electric power supply
options and related costs, and thus is well
positioned to service your regulatory and 
contracting matters.  For more information,
please contact Chuck Patrizia at (202)
508-9550, or via email at 
charlespatrizia@paulhastings.com; Bill
DeGrandis at (202) 508-9568, or via
email at billdegrandis@paulhastings.com; or
Bill Scharfenberg at (202) 508-9531,
or via email at 
billscharfenberg@paulhastings.com of Paul
Hastings' Energy Group.
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