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�
Issues Raised by THE CPUC’s Green Book


As requested in Ordering Paragraph 6, and in accordance with Rule 6(c) of the CPUC’s Rules of Practice and Procedure, the following section lists the issues raised by the Green Book.  This list includes policy issues, factual issues, and legal issues.  There is necessarily some overlap between these three sets of issues, primarily because the Commission will have to resolve factual and legal issues before it can make informed policy decisions.  For that reason, some of the issues listed below as policy issues are addressed again as factual and legal issues.  There are a variety of ways the Commission could proceed without resolving all of these issues.  For example, if it makes an early determination that it does not wish to pursue some of the policy options at this time, some of these issues will no longer be relevant.





Policy/factual Issues


Market Structure Issues


1.  What is the appropriate timing of future regulatory reform?  Should all the reforms recommended by the DSP occur simultaneously, or can they be phased?


2.  What is the market experience under Electric Industry Restructuring and the Gas Accord?  Are customers desirous of further regulatory change at this time?


3.  Will prices to consumers go up or down as these further changes are implemented?  Is this a relevant concern, or is increased choice the overriding policy goal?


4.  If markets are workably competitive, should utility service be available to consumers, or should utilities be precluded from competing to serve customers?


5.  How will the Commission deal with the issue of obligation to serve and universal service in light of a finding that markets are workably competitive?  Can utilities today exit market segments that the Commission has deemed workably competitive, if they so choose?


6.  If utilities are to compete in markets that are workably competitive, should the prices and terms of service for these unbundled services be deregulated?


7.  What are the direct and indirect costs of the structural changes proposed in the Report?  How will utility shareholders be compensated for stranded costs, costs incurred to implement structural changes, and the shared costs which are currently allocated to services for which the Commission is considering unbundling in this proceeding?


8.  Are the market power abuses alleged in the Report likely?  What market incentives and structures bear on this question?  What regulatory vehicles are in place today to prevent or remedy the concerned abuses?


9.  Is an ISO an appropriate vehicle for addressing concerns about potential abuse of market power?  How much would it cost to implement a statewide gas ISO?  Is the potential cost of an ISO justified? 


10. What statutory changes and modifications of existing CPUC decisions would be required to implement the structural changes proposed?  


Rate Design and Revenue Recovery Issues


11. Will the unbundling proposed by the Report necessarily result in cost re-allocations among customer classes?  If so, what is the likely amount of cost shifting which will necessarily occur?


12. If the Commission eliminates the core/noncore distinction for procurement choice, should it also replace that distinction for ratemaking purposes?  If so, what sort of customer segmentation should replace this long-standing definition and what cost shifting among customers will be involved?


13. How should the Commission price services associated with obligation to serve and universal service to ensure that all customers pay their fair share of costs?  For example, if the utility is required to stand ready to provide revenue cycle services to all comers, how should those costs be recovered?


14. Should there be different rate designs, rates and revenue recovery assurances for services provided by the utility that are workably competitive, and those that are still monopoly services?


15. Will putting utilities at risk for transmission, storage, and revenue cycle unbundling provide correct incentives for both monopoly and workably competitive services?


16. Will the proposed at-risk conditions cause utilities to oppose the growth of alternative service providers?


17. How will the Commission assure that risks and rewards are symmetrical as it implements new unbundling?


18. How should the Commission transition to its proposed new structure?


19. How will the Commission assure that customer satisfaction and service quality are included in any performance-based ratemaking mechanism designed to replace traditional cost recovery methods?


20. How will stranded costs and other costs associated with additional service unbundling be recovered from ratepayers?


Divestiture of Retail Energy Commodity Services


21. Do customers want the utility to exit the procurement function?


22. Are consumers likely to save money if utilities are ordered to exit the core gas procurement function?  If so, how much will they save compared to the costs associated with such exit?


23. How much, if any, should ESPs pay to have access to California’s residential and commercial market segment, if utilities are required to exit core gas procurement?  How should this revenue be shared between ratepayers and shareholders?


24. How will the Commission assure adequate service reliability to retail residential and commercial customers if utilities are required to exit?


25. How will the Commission assure universal service at reasonable prices if utilities exit the core procurement function?


26. Will the prices charged by ESPs be capped in any way in serving core markets?


27. Will the further unbundling of revenue cycle services result in employee displacements?  Are the expected benefits to be gained by revenue cycle unbundling greater than the costs of these displacements?


28. Are there stranded costs and other just compensation associated with the utilities exiting the core procurement function?  How will such costs be recovered?


29. What is the amount and likely cost associated with educating consumers if utilities are required to exit the core gas procurement function?  How would this cost compare to likely savings, given the relatively low annual usage of natural gas by residential and small commercial customers?


Storage Unbundling Issues


30. Do customers want additional storage unbundling above and beyond that approved in the Gas Accord?


31. If so, should storage unbundling in northern California be accelerated past the schedule stipulated to by the settling parties and approved by the Commission in the Gas Accord Settlement?


32. How will utilities recover storage costs associated with maintaining system reliability?


33. Are there stranded costs associated with unbundling Gas Storage?  How will these costs be recovered?


Revenue Cycle Unbundling Issues


34. Do end-use customers want revenue cycle unbundling?


35. Are there safety-related issues associated with revenue cycle unbundling which would need to be considered?


36. What are the estimated savings to be achieved by residential customers as a result of the unbundling of each separate revenue cycle service?  What are the relative life-cycle and systemwide costs of implementing this unbundling, including costs of new market mechanics and oversight mechanisms?


37. How can the Commission be assured that these savings will occur if ESP services are not regulated?


38. Should the Commission subsidize entry into revenue cycle services?  Are there other, more economic means to facilitate entry than to provide these subsidies?


39. Will the further unbundling of revenue cycle services result in employee displacements?  Are the expected benefits to be gained by revenue cycle unbundling greater than the costs of these displacements?


40. What is the competitive effect on the distribution function of reallocation of unavoidable administrative and general costs to the remaining monopoly service?


Is One Of The Gas Utilities Likely To Engage In Anticompetitive Behavior?


41. In the Preferred Policy Decision in electric restructuring, the Commission stated that “Existing conditions in the market for natural gas make it unlikely that dual utilities could effectively engage in vertical market power abuse….”  Decision 95�12�063, as modified by Decision 96�01�009, p. 96�97.  Is there a factual basis for reversing that decision?  What are the specific anticompetitive behaviors that utilities might pursue?


42. What are the incentives for utilities to engage in these specific behaviors?  What are the incentives against engaging in these specific behaviors?  Is PG&E factually correct that as to it, the incentives to engage in such behavior are small or non-existent, particularly after the Gas Accord?


43. Would these specific behaviors be likely to occur given the market structure now in place, and likely to be in place in the near future?  Is PG&E factually correct that as to it, the market structure makes such behavior unlikely?


44. Would these specific behaviors be likely to occur given the regulatory restrictions now in place?  Is PG&E factually correct that as to it, the existing regulatory rules make such behavior unlikely?


45. Because of the combination of factors above, are there any specific anti-competitive behaviors which are likely to occur?  Is the answer the same for each of the utilities?  Is PG&E factually correct in asserting that it is not likely that it will engage in anti-competitive behavior?


46. If such behavior were to occur, would the impact be significant?


If Allegations of Utility Anticompetitive Behavior Are a Basis For Policy Changes, Has the Commission Made a Factual Resolution of Whether a Gas Utility Actually Engaged in Such Behavior?


47. Have any of the utilities engaged in specific anticompetitive behavior relevant to the issues in this OIR?  (p. 15, 20�29, 74, 85�87).  To the extent that the DSP or a party claims that utilities have engaged in such behavior and such behavior is a basis for Commission action, will the Commission give the utilities an opportunity to know the specifics of the claim and give them an opportunity to respond to such allegations?


48. Have utilities refused to cooperate in operational and logistical issues in the Core Aggregation Transportation (CAT) program?  (DSP Report p. 20).  If so, in what way have they refused to cooperate?


49. Have the utilities' improperly delayed in responding to customer inquiries, or in providing customer information or utility billing information?  (Report p. 20).  Have some utilities acted differently from others in this regard?  Have the parties seeking such information reasonably cooperated on their end in seeking such information?


50. Has a utility declared maintenance or operational constraints at a given point in the system which competing retail core marketers were using but which did not affect the utility’s own supply?  (DSP Report p. 24, 74).  If that occurred, was the constraint imposed for the purpose of harming competition?


51. Has any utility chosen a maintenance strategy designed to adversely impact its competitors but not affect its own supply?  (Report p. 24�25, 74).


52. Has any gas utility tried to increased the cost of inputs to electric generators in order to make natural gas more competitive than electricity?  (Report p. 26).


53. Has any gas utility tried to use discretionary operational control and system knowledge to improperly increase the cost of gas supplies to competing electric generators?  (Report p. 27).


54. Has any gas utility used early knowledge of system constraints to unfairly profit in the financial futures market?  (Report p. 27).


55. Has any gas utility used pricing and service term discretion to favor affiliates?  (Report p. 27).


Advantages and Disadvantages of Forming a Gas Independent System Operator


56. What would be the specific economic, operational, or other benefits of creating a gas ISO?  Would the ISO perform operations and maintenance on the gas transmission system when the utility is at financial and operational risk for use of that system?  Would the ISO market available gas transportation capacity?  When a utility bears the entire financial risk of use of its system, even if an ISO exists, is there a practical and fair way to keep the utility from knowing who is using its system?  (Report p. 76).


57. Would the costs of forming a gas ISO be as large as the costs of forming the electric ISO?  What is the best estimate?


58. Would the benefits of forming a gas ISO exceed the costs?  Is there a factual basis for such a conclusion?


Advantages and Disadvantages of Barring the Gas Utilities from Making Gas Sales


59. What would be the specific benefits and detriments of barring gas utilities from selling gas to core customers?  Would this solution prevent all potential anticompetitive behavior?  


60. Is there any evidence that a default “non-profit public interest organization with no competing interests or affiliates” (Report p. 82) could procure gas for core consumers at a price equal to or lower than that obtained by existing utilities?  Are there any examples in other businesses where new quasi�governmental agencies have taken over a formerly private utility service and succeeded in reducing costs?


61. Is there any evidence that a “for-profit retail service provider” (RSP) (Report p. 82) would provide universal service at reasonable rates without being regulated?


62. Is there a risk that a substitute default provider could engage in anticompetitive behavior?  Will the CPUC need to limit the amounts of gas transportation capacity the default RSP and its affiliates may hold to prevent possible exercise of vertical market power?  Will the CPUC need to limit the market share the default RSP and its affiliates may hold to prevent possible exercise of horizontal market power?


63. What would the costs be of barring gas utilities from selling gas?


64. Would the benefits of such a change exceed the costs?  Is there a factual basis for such a conclusion?


65. What do customers want?  As a factual matter, do California core gas consumers want to be ordered not to buy gas from the company that now serves them?


Advantages and Disadvantages of Barring Combined Utilities from generating Electricity


66. What would be the specific benefits and detriments of barring combined utilities from generating electricity?


67. What would the costs be of such a change?  What would the costs be of ordering the divestiture of all remaining utility electric generation?


68. Would the benefits of such a change exceed the costs?


69. What do customers want?  As a factual matter, do California electric consumers want the utility to divest all its electric generating plants, including hydro and nuclear?


Advantages and Disadvantages of Ordering Utilities to Divest Some Portion of their Gas Transportation Business


70. What would be the specific benefits and detriments of ordering utilities to divest some portion of their gas transportation business?


71. What would the costs be of such a change?


72. Would the benefits of such a change exceed the costs?


73. Would such a divestiture create a bypass impact on the remaining distribution system?


Is There a Factual Basis for Reversing the CPUC’s Recent Decision that Utility Affiliates May Compete to Provide Commodity and Other Services in California?


74. In the Affiliate Transactions Rules Decision, Decision 97�12�088, the CPUC rejected claims that utility affiliates should be barred from proving commodity and other services in California.  Is there a factual basis for reversing that decision?


Extent of Convergence Between Gas and Electricity


75. Is there an “impending obliteration of the business boundaries between gas, electric, and other energy industries…”?  (DSP Report.  12).  What does this mean?


76. The DSP Report also refers to a convergence between telecommunications and energy industries.  (DSP Report p. 120).  What is the nature of this convergence?


77. Other than long�term choices, such as the decision of what kind of heater or stove to buy, what are the ways in which gas and electricity compete with each other?  Are there a significant number of California consumers which make short�term choices between gas and electricity?  (Report p. 10�11, 25�26).


78. What other factual issues bear on the nature and extent of convergence between the gas and electric businesses?


If the Commission Decides to Pursue Structural Changes, Will its Order Permit the Utilities to Recover Stranded Costs and Other Just Compensation?


79. What categories of stranded costs will result from structural and other changes the Commission chooses to pursue?


80. How will utility shareholders be compensated for stranded costs, costs incurred to implement structural changes, and the shared costs which are currently allocated to services for which the Commission is considering unbundling or divesting in this proceeding?


81. What other kinds of due compensation will utility shareholders be entitled as a result of Commission imposed changes, and how will that compensation be valued and paid?


82. How will utility shareholders be assured of an opportunity to earn authorized returns if various services are unbundled and other entities can provide such services on a competitive and unbundled basis?


General Questions


83. How do natural gas prices in California for each category of customer compare with the prices paid in other states?  If the prices are different, what is the source of that difference?  (p. 9).


84. What is the market experience under the Gas Accord and Electric Restructuring relevant to the issues in this proceeding?


85. Will prices to consumers go up or down as a result of recommended changes?  How much?


Ratemaking


86. Will the changes proposed result in cost reallocations among customer classes?  If so, what is the range of cost shifting that will result?


87. How will stranded and other costs associated with changes be recovered from ratepayers?


88. Will the rates that result and the service obligation utilities continue to have provide the utilities with a reasonable and balanced return?


Unbundling


89. Is there a factual basis for reversing the provisions of that Gas Accord that revenue-cycle services should not be unbundled until the end of the Gas Accord period? 


Possible Changes to the Core Aggregation Program


90. Are core customers precluded from making a choice of interstate transportation services through their choice of core aggregator?  (Report p. 18).


91. Are core customers precluded from making a choice of storage services through their choice of core aggregator?  (p. 18).


92. What are the effects of giving core customers a choice of the level of service reliability?  (p. 18).


93. What are the reasons the core aggregation program had limited success in attracting market share in prior years?  Will the changes just implemented in the Gas Accord create the opportunity for this program to grow substantially?  Will other changes make a substantial difference in the use of this program?


94. What are the transaction costs and profit opportunities in serving small core customers?  If the costs are high and the savings low, as the report speculates (p. 20), is commodity gas supply to many small customers essentially a natural monopoly service?


LEGAL ISSUES


1.  Does the CPUC have authority to order the creation of a gas ISO?


2.  Does the CPUC have authority to order electric and gas utilities to stop selling electricity and gas?


3.  If the current utilities are prohibited from selling gas and electricity, who will provide that utility service for customers which do not elect an alternative service provider?


4.  Will a replacement Energy Service Provider be regulated?  What will be the extent of regulation over that provider?  How will the Commission regulation of competitive, unbundled services provided by existing utilities contrast with its regulation of other competitors?  What are the legal implications of such disparate regulatory treatment?


5.  Does the Commission have the jurisdiction to order the termination of existing contracts used to provide energy commodity service, such as power purchase agreements and interstate gas transportation agreements?  Does the Commission have the jurisdiction to order such agreements to be transferred to others?  Are there due process, hearing, or other procedural requirements that must be met before the Commission can make such a ruling?  Who would determine compensation due as a result of such changes?  Who would pay such compensation?


6.  Does the Commission have the authority to order utilities to divest remaining hydroelectric, nuclear, or fossil generation?  Are there due process, hearing, or other procedural requirements that must be met before the Commission can make such a ruling?  What other regulatory approvals would be necessary, and is it likely that such approvals can be obtained?


7.  What are the tax and franchise fee implications of forced divestiture?


8. Does the Commission have the authority to order utilities to divest intrastate or interstate gas transportation facilities?  Does it have the authority to order utilities to divest local distribution facilities?  Are there due process, hearing, or other procedural requirements that must be met before the Commission can make such a ruling?  What other regulatory approvals would be necessary, and is it likely that such approvals can be obtained?


9. Does the Commission have the authority to prohibit utility affiliates from selling gas or electric goods or services in California?  Are there due process, hearing, or other procedural requirements that must be met before the Commission can make such a ruling?


10. What statutory changes, constitutional changes, or modifications of existing CPUC decisions would be required to implement the structural changes proposed?  Would any of the proposed changes require change in federal law or approval by federal agencies?  


11.  What factual issues must be resolved and what findings must be made before the Commission may make the changes of the kinds described?  What findings must be made before the Commission may reverse recent decisions such as the electric Preferred Policy Decision and the decision approving the Gas Accord?


12.  What compensation would be due to the utilities as a result of the proposed changes?  Would such changes constitute a “taking” of property under federal law?  Would the utilities be entitled to recover implementation costs, stranded costs and other forms of just compensation?  What types of compensation would be owed, and how would they be recovered?


13.  How does CEQA apply to this proceeding?


14.  How will various energy service providers be regulated?  How will that compare with the regulation of utilities, and what is the basis, statutory and otherwise, for any distinctions?
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