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PACIFIC GAS AND ELECTRIC COMPANY�NARRATIVE RESPONSE TO RULEMAKING 98-01-011�EXECUTIVE SUMMARY


PG&E appreciates the opportunity to provide comments in response to the Commission’s January 21, 1998 Order Instituting Rulemaking (OIR) on California’s natural gas industry, and congratulates the Division of Strategic Planning’s (DSP’s) thoughtful effort in the “Green Book.”


The DSP recommends four far-reaching initiatives that it believes will best promote competition and reform regulation in California:  (1) replacing existing rate setting proceedings with a price cap model; (2) conforming gas consumer protection and public purpose programs to mirror the electric industry; (3) removing utilities from selling gas commodity services and divesting all electric generation assets; and (4) implementing complete unbundling of many natural gas services.


PG&E supports the use of price caps for rate setting and also agrees with aligning gas and electric consumer protection and public purpose programs.  DSP’s third recommendation—that utilities exit retail gas commodity services—raises significant policy, legal and implementation issues, but deserves careful consideration.


Finally, PG&E supports the unbundling of inter and intra-state transmission, storage and load balancing functions, and in fact has implemented most of the unbundling actions recommended in the Green Book.  However, gas revenue cycle services unbundling should not be adopted until it is demonstrated that it benefits consumers, especially in light of the technological and market differences between electricity and gas.  Further, such unbundling should be considered as part of a comprehensive examination of the future role of gas distribution companies.


Notwithstanding the complexity of the issues involved in undertaking further restructuring of the California natural gas market, the Commission can set in motion certain initiatives immediately.  For example, the Commission can:


–	apply the consumer protections developed for the electric industry to gas, including energy service provider (ESP) registration and third-party verification of service provider changes;


–	work to create a more uniform set of rules for the state’s gas utilities in their offerings of unbundled interstate and intrastate transmission, storage services, load balancing and core aggregation services;


–	begin now the more deliberative process of examining the state’s gas utilities’ future role of providing procurement services, including the issues of obligation to serve and default provider.  In this context, the Commission can also address, on a comprehensive basis, which gas distribution company services should be deregulated, and which functions should remain the responsibility of the utility.


PG&E does not pretend to have all of the answers.  But it does endorse a thorough and deliberative examination of the issues raised by the report, and commits to work toward achieving a consensus on what is no less than the future role of gas distribution companies in California.  This effort will address the fundamental tenets of public utility service, including the relationship between the utility and its customers, end-user choice, and the utilities’ statutory obligation to serve.  It will touch on the lives of the millions of customers and thousands of utility employees, at least to the extent that far-reaching changes are adopted.  It will undoubtedly require close coordination with the Legislature, and quite likely, statutory changes as well, if significant portions of the DSP’s recommendations are accepted by the Commission.  Finally, any restructuring resulting from this examination must be result from a careful process, and be based on credible and real evidence.


PG&E’s filing is comprised of five sections:  (1) a narrative response, in which PG&E discusses what, in its view, are the most important issues raised by the Green Book and presents PG&E’s positions on those issues; (2) answers to the Rulemaking Questions contained in Attachment A to R.98�01�011; (3) PG&E’s response to Ordering Paragraph 6; (4) a list of the issues raised by the DSP report; and (5) a discussion of the legal issues that arise from the Order.  
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