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In the wake of the catastrophic Sept. 9 gas line explosion in San Bruno, the finger-pointing has begun to move beyond PG&E to the largely obscure, 99-year-old state agency that oversees the company, the California Public Utilities Commission.

Officials with the 1,000-person PUC -- which regulates everything from gas and electricity suppliers to moving van operators and limo drivers -- speak proudly of the work they do. One local energy expert called the California agency perhaps the best in the nation at regulating utilities.

But critics contend the agency has a history of cozy dealings with utilities that raises serious questions about how well it was paying attention to the potential hazards lurking within PG&E gas lines. And recent reports have faulted the PUC for its handling of thousands of consumer complaints against the companies it monitors.

"People are starting to realize that the CPUC really seems to have been asleep at the wheel," said Mark Toney, executive director of the consumer group The Utility Reform Network, which has monitored the San Francisco agency for nearly four decades. "They have not exercised enough oversight."

Formed by constitutional amendment in 1911 as the California Railroad Commission, it was renamed the California Public Utilities Commission in 1946 and its role has been steadily broadened over the years. In addition to monitoring and setting the rates for gas and electricity suppliers, the agency also regulates telecommunications and water companies, the safety of railroad crossings, rail transit systems such as BART, moving companies, limousines, airport shuttles and private ferries.

On Thursday, when the PUC detailed plans to create an independent expert panel to investigate the San Bruno disaster that killed seven people and destroyed 37 homes, some of the agency's five commissioners said the panel ought to scrutinize the PUC as well as PG&E. 

"Anything of this type should probably make the regulator look upon themselves, too, and ask the question, 'Are we doing the very best job possible?' " Michael Peevey, the commission's president since the end of 2002, said in an interview with the Mercury News.

Critics are asking the same question.
 

Lax enforcement?
 

Some contend the PUC is a lap dog of the companies it regulates and that it fails to police them 
aggressively.

When it was disclosed after the Sept. 9 San Bruno explosion that PG&E kept a list of 100 of its riskiest gas line segments, lawmakers and others lambasted the PUC for not having demanded that list long ago. The agency finally asked for it Sept. 17, saying it preferred not to "micromanage" utilities.

Among questions the independent panel will ask is whether the commission's "permitting, inspection, ratemaking and enforcement procedures" for natural gas transmission lines are adequate. The commission has nine gas line inspectors and 11 other inspectors who can be called on if needed to review PG&E's safety work on its more than 48,000 miles of pipeline. 

When gas-related violations have been found by the commission, it has rarely issued fines, according to data kept by the U.S. Department of Transportation's Pipeline and Hazardous Materials Safety Administration. From 2001 through 2008, the PUC took 4,217 gas-related enforcement actions, but it issued only 29 fines totaling $29,200.

In response, executive director Paul Clanon said, "The PUC imposed about $300 million in fines and restitution on energy utilities, moving companies, (telecommunications) carriers and others in the last 10 years. When we find violations, we enforce."

The PUC's processing of consumer complaints has particularly drawn fire. One study that faulted the commission was issued Sept. 2 by a consultant the PUC asked to investigate the rollout of PG&E's electric SmartMeters. It found the commission mishandled complaints about the meters because customers remained unsatisfied and did not understand the process. Peevey has vowed to "continue to improve our own complaint-handling processes."
 

Phone rate problems
 

Even more critical was a report in July by the state Senate Office of Oversight and Outcomes, which looked into the PUC's monitoring of phone companies. The report said that at the PUC, "telephone rates are not scrutinized and virtually any increase is automatically considered just and reasonable." It also blasted the agency for closing thousands of consumer complaints against phone companies without resolving the gripes.

The PUC defended its oversight of phone rates but acknowledged problems fielding complaints.

Critics also have expressed concerns about the agency's commissioners and top staff members taking international fact-finding trips that were paid for by the nonprofit California Foundation on the Environment and the Economy. The 31-year-old foundation hosts one or two overseas trips a year for public officials, labor, industry and environmental groups to see examples of how other countries deal with issues that California also faces.

About a third of the 71 members listed on its website -- which includes PG&E -- are from the energy or telecommunications industries.

That these trips are paid for by an organization that's partly financed by utilities "is one problem, and the exclusive access that industry players enjoy to regulators and lawmakers is another," said The Utility Reform Network spokeswoman Mindy Spatt.

But PUC commissioner Timothy Simon disagreed. "It may not look appropriate to the public and that perception is important," he said, but "I don't think it gives the utilities any advantage in the commissioners' decisions." Besides, "I've had to decline travel because I don't have the budget for it."
 

In defense of the PUC
 

Despite the criticism of his agency, Peevey -- former president of the utility Southern California Edison, who calls himself a Democrat and whose office bears a picture of him marching with Cesar Chavez -- insisted that under his stewardship "we've made an awful lot of progress here."
Peevey said he's made energy efficiency a priority at the PUC -- whose proposed budget for this fiscal year is $1.4 billion -- and worked hard to provide the public with easier access to its voluminous documents. He added that "the employees are dedicated to working and preserving the rights of consumers here in California."

Lee Friedman, a utility regulation expert at UC Berkeley, said the agency "may be the best PUC in the 
country. It's very professional and it's organized in a way that gives it more independence from the industries that it's regulating than most of the other state public utility commissions. ... Our PUC is one of the only ones that has an independent consumer branch. They fiercely represent consumer interests, as a counterweight against industry arguments."

Still, one current and one former PUC employee -- who both asked not to be identified -- complained of feeling pressured to go easy on utilities. "We don't use the statutory authority we've been given," the current employee said. "That leads to a cycle of apathy among staff."

"The people who are motivated to be enforcers, they either leave or they mentally check out," said Michael Shames of the Utility Consumers' Action Network in Southern California. "They have the in-house expertise, but they don't have the priorities and the management that will promote a stronger enforcement ethic."
 

Regulators spread thin
 

Former commissioner Carl Wood said many of the PUC's staff members approach their jobs diligently. "But they're spread pretty thin and they are heavily dependent on information that the companies provide to them," he said, adding that overall, "I don't think there is nearly enough staff oversight of either the gas or electrical system."
 

Clanon, the PUC's executive director, denied that his employees are discouraged from aggressively monitoring utilities. "That is a ridiculous charge," he said. He also said that 20 percent of his 1,000 employees are assigned to the Consumer Protection and Safety Division, adding that "safety is a prime focus at the CPUC."

Former PUC President Loretta Lynch said fundamental changes are needed.

Noting that PG&E has gotten ratepayer money for maintenance, but later chose not to spend it for that purpose, she said the PUC should be required to force utilities to spend the money as they said they would. She also said utilities should be required to "focus on repairing basic infrastructure before they spend billions more on new bells and whistles," such as smart meters, which are slated to cost $2.2 billion. Moreover, if a utility's negligence causes an unexpected expense, she favors first taking that out of the utility's executive bonuses, and secondly from its investors. 

As the PUC functions now, "it's actively abetting the utilities, that's the problem," she said. "We have a government agency that can make you pay money out of your pocket under the pretense that they protect you. But they don't."
 

Contact Steve Johnson at sjohnson@mercurynews.
com or 408-920-5043.
 California public utilities commission
 

What it does: Regulates privately owned electric, 
natural gas, telecommunications, water, railroad, 
rail transit and passenger transportation 
companies, in addition to authorizing video 
franchises; investigates all accidents involving 
public utilities, including rail and public transit; an 
independent arm, the Division of Ratepayer 
Advocates, represents consumers in proceedings
Authority: Established by constitutional 
amendment in 1911 as the Railroad Commission; 
renamed the California Public Utilities Commission 
in 1946
Size: About 1,000 employees; $1.4 billion budget
Headquarters: San Francisco
Commissioners: The PUC's five commissioners are 
appointed by the governor to staggered six-year 
terms; the appointments are confirmed by the 
state Senate; commissioners are paid $128,109 a 
year, the commission president, $132,178
Source of funds: Fees attached to bills of 
consumers of utilities
Website: www.cpuc.ca.gov
Phone: 415-703-2782; 800-848-5580 (toll-free)
