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Steven Weissman

Administrative Law Judge

Public Utilities Commission

505 Van Ness Avenue

San Francisco, CA 94102

Subject: R.98-01-011
Rulemaking on the Commission’s Own Motion to assess and Revise the Regulatory Structure Governing California’s Natural Gas Industry.

Response to the Rulemaking

Thank-you for the opportunity to respond and participate in this important rulemaking.

I have been actively involved in the retail procurement of Natural Gas services for eight years.   I’m employed at Utility Resource Management Group as the Division Manager for Natural Gas.  In that capacity I advise our clients on Natural Gas procurement and services.  Our client base consists of many core and noncore gas users in the Southern California Gas Company territory and totals about 140 million annual therms of consumption.   

In addition, I manage gas procurement and gas service through my own company, Utility Savings & Refund Services, and act as General Manager for the Nurserymen’s Power Cooperative in Carpinteria, CA.  In total, I directly procure gas service of approximately 20 million annual therms on behalf of my retail customers.

I’m excited to see the Commission begin to finish the work it started nearly 8 years ago.  As a buyer’s agent, I want to see the regulated and protected gas utilities get out of the way of competition.  Let them retain the businesses that may truly be natural monopolies but let us move in directions that allow the customer maximum choice and opportunity for energy service.

In general, I support the findings of the Strategies for Natural Gas Reform document and I support Option 4: Affiliate Prohibition in Providing the Retail Energy Commodity.  We need to transition our utilities to “pipe and wire” providers and allow private enterprise the freedom to provide any services deemed profitable.  The regulated monopoly utility as we know it is a dinosaur on the way to extinction. Dragging out and prolonging its demise will only disadvantage those it serves.   Allowing it to compete in the marketplace is unfair; it will stifle competition, increase costs, and ultimately cost the ratepayer.

The utilities have resisted competition and deregulation for years while positioning themselves for market dominance when competition finally arrives.  I’ve seen many companies break themselves against the rocks of utility stalling and foot dragging.  The gas and electric companies have utilized deep pockets of ratepayer money to resist and delay competition while many smaller and privately financed companies have simply run out of money before they could provide their services.  As a buyer’s agent, I know that this has resulted in less competition and higher prices.  Those companies able to survive this process will have to recoup their lost investments through higher prices.  Utility affiliates however will spring “new born” just in time to participate in a newly created marketplace.

Responding specifically to the questions raised in Attachment A of the Order, I offer the following views on selected questions.

Q. 4
The converging marketplace described in the report is a fair assessment.  The gas and electric industries must be unbundled as completely and as quickly as possible to avoid impeding progress and stranding ratepayers with more “assets” that have become obsolete and costly.  How long will it be before the average ratepayer will fill his fuel cell powered car with methanol at the local gas station, drive it home and plug it into his house for electric and heat service?  NEVER if the utilities have their way, but if it happens, they’ll be crying for ratepayers to bail them out.  Will fuel cell powered cars replace gas and electric pipes and wires?  Who knows?  The point is that the utilities will work to protect their position and the status quo in the face of changing trends and technologies until they’re forced to respond.  They’ll spend ratepayer money to delay it, then try to compete with market dominance and/or fail and request bail out.

Q. 7
Yes, electric and gas distribution functions must be separated to avoid the obvious gaming temptations.  Divestiture is the only option.  Anything less can only result in more regulation and oversight by bureaucratic agencies, if not the Commission then some other, to avoid unfair competition.

Q.8
Yes, there are more ways to enhance competition for the small market.  Competition should be allowed wherever private enterprise wants to provide service.  For example, companies with multiple locations should be allowed to save money by assuming as many responsibilities as necessary to reduce the costs to the utility for service.  If a company will install private meters and aggregate the load as one customer, shouldn’t they pay the same rate as a large industrial customer?  Perhaps the utility will argue that there is a cost to maintain the distribution system serving many small customers that is greater than serving one large customer.  If so, let’s determine that cost and allow the multiple location customer the option to pay it and save the money the utility would otherwise spend on meters, meter readers, multiple site billing, collection, pilot lighting, etc..

This should extend to submetering as well.  Apartment complexes, commercial locations, even entire neighborhoods, should be allowed to assume responsibility for the distribution system serving them in return for a lower rate.  They could then contract with a private provider for distribution maintenance, perhaps at a lower cost than the utility service!

Q.16
Anti-competitive behavior by the utilities can only be curbed by removing them from the opportunity to compete.  Can a protected monopoly compete fairly?  This is a contradiction!  They must be either a protected and regulated monopoly or a completely unprotected player in the marketplace.  If there are services that private enterprise cannot provide, then we should accept the burden of having these services provided by a regulated monopoly.  However, if the market place can provide the service, then let’s cut it lose from the monopoly.

I remember when the Core Aggregation Transportation program was initiated as an experiment at the request of the schools.  I recall the bundled cost of gas in the core rate was around $.27 per therm.  The market price was around $.17 per therm.  Many small companies quickly took advantage of the opportunity to opt out of the inefficient utility procurement service and save money through competitive purchase.  It was amazing to me to see how quickly the utilities could drastically reduce their cost of gas in the face of this fledgling competition, impose barriers to further competition, and wait out the process.  

Q. 18 - 22 Remove the utilities from gas procurement.  We don’t have a provider of last resort for gasoline, long distance telephone, groceries, and we don’t need one for natural gas.  Some people may not want to have to choose a natural gas provider?  Is that a reason for the utilities to maintain a huge market advantage?  I’m reminded of a news story I saw about long distance telephone service at some pay phones in Texas.  Apparently some customers would tell the operator they “don’t care”, or “don’t know”, or “you pick” when asked to identify a long distance carrier for their call.  In response, an enterprising businessman formed three long distance telephone carriers named Don’t Care, Don’t Know, and You Pick and now provides the service requested.  If the utility provides transportation service, all customers will find someone to provide gas procurement.

If gas procurement is removed from utilities, then we avoid all the associated anti-competitive issues, including the use of financial market tools.

My purpose in responding is to provide a view from one that has tried to work with the utilities to reduce energy service costs.  Others are more qualified to offer opinions on some of the other issues of interest to the Commission.  Thank-you again for the opportunity to participate.  I look forward with keen interest to the progress of the Commission in this proceeding.

Sincerely,
Charles R. Toca
Division Manager
Natural Gas
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