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I. INTRODUCTION 

Pursuant to Rule 7.2 of the Commission's Rules of Practice and Procedure, and 

the July 12,2007 "Administrative Law Judges' Ruling Regarding Comments on Staff 

Natural Gas Proposal and Notice of Prehearing Conference" (July 12 Ruling), the 

Division of Ratepayer Advocates ( D M )  submits the following statement in advance of 

the prehearing conference set for August 1,2007. The July 12 Ruling requested 

comments on "the scope, schedule and need for evidentiary hearings regarding the 

natural gas inquiry." The July 12 Ruling also provided the opportunity to comment on 

the "Preliminary Staff Recommendations for Treatment of Natural Gas Sector 

Greenhouse Gas Emissions" (Staff Report or staff).' 

As explained below, DRA generally agrees with the Staff Report's 

recommendations regarding the structure of Phase I1 of the GHG proceeding as it relates 

to gas, as well as the Staff Report's preliminary recommendations regarding key 

components of a natural gas sector GHG emissions reduction framework. 

-1 The Staff Report was appended as Attachment A to the July 12 Ruling. 



11. DISCUSSION 

A. DRA agrees with the Staff Report's preliminary 
recommendations regarding the key components of a 
natural gas sector GHG emissions reduction framework. 

DRA agrees with most of Staff Report's preliminary recommendations regarding 

elements that should be included in the framework of a natural gas reduction framework, 

and looks forward to reviewing the prehearing conference statements of other parties to 

see if there are other key elements that should be included or potential problems with any 

of the recommendations. However, one recommendation appears unclear: "If a cap-and- 

trade regime is established for the California economy, the natural gas sector should be a 
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capped sector under the regulations."- This implies that establishing a cap on 

greenhouse gas emissions from natural gas should be linked to California's adoption of a 

cap and trade regime. AB 32 does not require a cap and trade regime, but does require 

that emissions be capped beginning January 1,2012. 

Section 38550 of the Health and Safety Code requires the California Air Resource Board 

(CARB) to determine and approve a "statewide greenhouse gas emissions limit" equivalent to 

the 1990 level of greenhouse gases in the state. Section 38562 of the Health and Safety Code 

provides that CARB shall adopt "greenhouse gas emission limits and emission reduction 

measures by regulation to achieve the maximum technologically feasible and cost-effective 

reductions in greenhouse gas emissions in furtherance of achieving the statewide greenhouse gas 

emissions limit, to become operative beginning January 1,2012." Section 38750 of the Health 

and Safety Code allows but does not require CARB to include "market-based compliance 

mechanisms" as a means of complying with its regulations but does not mandate their adoption. 

While it appears that there is support for adoption of a cap and trade regime, as evidenced 

by support of the Market Assessment Committee report and other commentators, CARB must 

establish an emissions cap regardless of whether there is a cap and trade regime, and the natural 

gas sector should be a capped sector under the statewide emissions cap. 














