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Pursuant to Rule 47 of the Rules of Practice and Procedure of the Commission, the California Industrial Group and California Manufacturers & Technology Association (CIG/CMTA) hereby submit their response in opposition to the Emergency Petition of ORA and TURN for modification of Decision 97-08-055 and Resolution G-3288.  CIG/CMTA respectfully request that the Commission deny the Emergency Petition in its entirety.  

ORA and TURN assert that due to PG&E’s deteriorating credit situation, gas suppliers are declining to sell gas to PG&E which, in turn, threatens natural gas service to PG&E’s core customers.  ORA and TURN request that the Commission modify D.97-08-055 such that OFO and EFO penalties would be waived for core customers and that the involuntary diversion charge of $50/Dth would be modified to reflect the market price of gas supply diverted from noncore customers.  With respect to the last request, ORA and TURN are asking the Commission to confiscate noncore customers’ gas supplies for purposes of serving core customers and to compensate noncore customers only for the cost of the gas.  This request fails to recognize that noncore customers most likely will be forced to cease their business operations and receive no compensation for huge production losses.  It is difficult to imagine a more inequitable and harsh result than that proposed by ORA and TURN in their Emergency Petition.

I. industrial customers should not be forced to use their creditworthiness to supply gas to core customers.

ORA and TURN claim that because the current situation is caused by creditworthiness problems of PG&E and not a physical gas supply shortage, it is somehow appropriate to waive the EFO and OFO penalties and to drastically reduce the compensation associated with confiscation of noncore gas.  CIG/CMTA strongly disagree.  Current tariff language regarding gas diversions is all encompassing.  If PG&E is unable to procure sufficient gas supplies for whatever reasons, the operational condition which results is a supply deficiency for core customers.  In this event, PG&E is authorized to divert gas from noncore customers subject to the $50/Dth compensation provision.  The cause of the supply deficiency on the PG&E system is irrelevant to the level of compensation for confiscated gas.  

If the Commission and the State are unwilling or unable to place PG&E on a financial footing sufficient to procure natural gas supplies for its core customers, then the responsibility should not fall upon noncore customers who have adequate creditworthiness to procure gas for their own needs.  CIG/CMTA members are strongly opposed to any diversion of their gas supplies to serve core customers.  However, if such a diversion does occur, then at a bare minimum it is essential that noncore customers be compensated at the $50/Dth rate which has been a long-standing provision in the tariff.  Indeed, this provision was incorporated into the Gas Accord settlement which ORA actively supported.  

Many noncore customers were forced to close their businesses in November and December of last year due to extremely high natural gas prices.  The lost of production during this period already has threaten the viability of many of these businesses.  Now, ORA and TURN would further threaten these businesses by confiscating their natural gas supplies and compensating them only for the cost of the gas.  The $50/Dth diversion charge at least would allow these customers to recoup some of their production losses resulting from confiscation of their gas supplies.  CIG/CMTA submit that there is no basis whatsoever for any change in the charge associated with confiscation of noncore gas supplies.  

II. pg&e’s deteriorating financial condition is fully consistent with the positions advocated by ora and turn in the emergency rate proceedings.

In the recent emergency hearings regarding the electric utilities rate stabilization proposals, both ORA and TURN took strong positions against any rate increase for the utilities.  Indeed, TURN even went so far as to suggest that allowing the utilities to go bankrupt was an acceptable outcome.  The inability of PG&E to procure adequate gas supplies for its core customers is a result of the failure of the Commission and the State to take any meaningful action to address the financial status of PG&E.
  Thus, ORA and TURN are now reaping the seeds that they have sown in other forums such as the emergency rate hearings.  For parties who supposedly seek to protect the interest of core customers, the positions of ORA and TURN have been extremely short-sighted and, in some cases, irresponsible.  Now, they expect the gas supplies acquired by noncore customers to bail them out.  While it may be politically attractive in some quarters to take a hard stance against the utilities, there comes a time when “posturing” gives way to the realities of the market. The simple fact is that PG&E will not be able to continue to procure gas for its customers unless some action is taken either to guarantee PG&E’s payment obligations under its gas supply contracts or to insert some other creditworthy entity into PG&E’s gas procurement function.  The Emergency Petition of ORA and TURN does not address the root of the problem and will only force businesses to shutdown without being adequately compensated.  It is imperative that the Commission take immediate action so that a creditworthy entity can procure adequate gas supplies for core customers.  

III. the ora and turn proposal will EXACERBATE electric shortages and will encourage noncore customers and their marketers to sell their gas elsewhere.

Unfortunately, it has become common place for ORA and TURN to advance drastic proposals without assessing their consequences.  The Emergency Petition is yet another example.  

Diversion of noncore gas supplies will force gas-fired electric generators and QFs to curtail their operations.  Such a result will clearly worsen the current electrical shortage which should be the last thing that the Commission would want to have happen.  Overall, the ORA and TURN proposal would make a bad situation considerably worse both for noncore gas customers and electric consumers statewide.  Rather than wasting time on such a wholly counterproductive proposal, the Commission should focus on direct solutions that enable natural gas procurement for core customers to continue via a creditworthy entity.

Moreover, if compensation for confiscation of noncore gas were to be reduced from $50 per Dth to a market rate, the most likely consequence will be that noncore customers and their marketers will simply sell their gas elsewhere rather than incur the costs to transport it within California.  The ORA and TURN proposal presents a false sense of security since it implicitly assumes that if PG&E is unable to procure adequate gas supplies for core  customers, the difference can be made up through noncore diversions.  That simply will not happen.

Wherefore, for the foregoing reasons, CIG/CMTA respectfully request that the Commission reject the Emergency Petition of ORA and TURN.  The proposals in the Emergency Petition are extremely ill-conceived and would be wholly counterproductive. 
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CERTIFICATE OF SERVICE
I hereby certify that I have this day served a copy of the foregoing “Response of the California Industrial Group and California Manufacturers & Technology Association in Opposition to the Emergency Petition of ORA and TURN” upon each person designated on the official service list compiled in this proceeding.

Dated at Washington, D.C. this 19th day of January, 2001.
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Jody Smith

�   It is obvious that neither the ten percent rate increase granted by the Commission nor the recent enactment of SB 7X will restore the creditworthiness of the utilities.
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