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SACRAMENTO MUNICIPAL UTILITY DISTRICT’S REPLY COMMENTS ON
THE PROPOSED REPORTING AND TRACKING PROTOCOL

In accordance with the Rules of Practice and Procedure of the California Public
Utilities Commission (CPUC) and the California Energy Commission's (CEC)
regulations, the Sacramento Municipal Utility District (SMUD) files these Reply
Comments ("Reply Comments") on the Interim Opinion on Reporting and Tracking of
Greenhouse Gas Emission in the Electricity Sector ("Proposed Decision") issued on
August |5, 2007 in the above captioned proceedings.! SMUD provides the following

response to the comments filed by other parties in this proceeding on August 24, 2007.

« The CPUC and CEC should not penalize intermittent renewable

resources dependence upon firming power.

¢ The CPUC and CEC should adopt San Diego Gas and Electric
Company (SDG&E) and Southern California Gas Company’s (SoCal

Gas) clarifications to the definition of null power.

¢ The CPUC and CEC should apply the most accurate and defensible

emission factors for unspecified power.

¢ The CPUC and CEC should encourage the California Air Resources
Board (CARB) to revise the regulations upon a final decision on the

point of regulation.

¢ The CPUC and CEC should adopt the change to Appendix A included
in CMUA’s reply comments.

1. THE CPUC AND CEC SHOULD NOT PENALIZE INTERMITTENT
RENEWABLE RESCURCES DEPENDENCE UPON FIRMING POWER

The Independent Energy Producers Association (IEP) and Division of Ratepayer

Advocates (DRA) request that firming resources be assigned their actual emissions

! 20 Cal. Code of Regs, Divisions 1 and 2.
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value.” SMUD:disagrees with [EP's and DRA's position. Intermittent resources by their
very nature require special treatment to be integrated into the reliable operation of the
electric system in the west. Intermittent renewable resources are wind and solar
resources, which are essential resources to reduce greenhouse gas emissions. These zero
carbon resources should be encouraged to the maximum extent technically and
economically feasible by the regulations developed to implement Assembly Bill 32. But,
due to their intermittent nature, these resources present challenges for power scheduling

and the reliable operation of the grid.

These renewable resources cannot always be accurately forecast but must be
scheduled in advance. Therefore, these resources require either the purchaser or the
seller to firm the resource. An intermittent resource is not firmed with an individual unit
or even an individual power plant. Firming is provided by a system or market resource
because the very nature of the need for firming is to be able to respond immediately.
Every individual unit or individual power plant is off-line at some point in time for
scheduled or unscheduled outages. Thus, the firming resource defaults, practically, to a

group of facilities to cover lost power.

Because intermittent renewable resources must be firmed in order to be integrated
into the electric system, how firming resources are treated from a carbon perspective will
impact the amount of these resources purchased and supperted by California entities.

The treatment of firming power in these regulations should avoid creating disincentives
to purchasing these renewable resources. The accommodation of firming resources in
D.07-01-039 and in the regulations adopted by the California Energy Commission, where
these same arguments were presented, strikes the right balance in using California

ratepayer funds in the broad development of renewable resources.”

SMUD has no objection with DRA's request that an intermittent renewable

? Comments of the Independent Energy Producers Association on the Proposed Decision of Commissioner
Peevey Related to-an "Interim Opinion on Reporting and Tracking of Greenhouse Gas Emissions in the
electricity Sector”, at 5-6, R.06-04-009, August 24, 2007; Comments of the Division of Ratepayer
Advocates on the Proposed Interim Opinion on Reporting and Tracking of Greenhouse Gas Emissions in
the Electricity Sector, at 3, R.06-04-009, August 24, 2007.

320 Cal. Code of Regs.§ 2906, Proposed 15-day language, August 10, 2007.
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resource allowed to firm at the same carbon rate should not be able to unbundie and sel!

renewable energy credits (REC) from this same resource. *

2. SDG&E AND SOCAL GAS'S CLARIFICATIONS TO THE DEFINITION OF
NULL POWER SHOULD BE ADOPTED

DRA's suggestion that RECs not be sold when firming power is counted at the
carbon emission rate of the renewable resource is consistent with the Proposed Decision's
treatment of null power that SMUD supports.” Regarding null power, SMUD also
supports the clarifying comments of SDG&E and SoCal Gas to clean up references in the
definition of null power to include both the renewable and the environmental component
of the REC.® Although Alliance for Retail Energy Markets comments regarding splitting
the environmental attributes of the REC from null power may be valid, SMUD does not
believe they can be adequately evaluated prior to the adoption of these regulations and
would recommend that they be evaluated further in the next iteration of these

regulations.’

3. EMISSION FACTORS USED FOR UNSPECIFIED POWER SHOULD BE AS
ACCURATE AND REGIONALLY DEFENSIBLE AS POSSIBLE

Calpine Corporation and the Joint Comments of Environmental Defense, the
Natural Resources Defense Council, and the Union of Concerned Scientists advocate for
a conservatively high or highest emitting unit emission factor for unspecified power.?
The reporting regulations stress accuracy, "The regulations shall do all of the following: .

. .Ensure rigorous and consistent accounting of emissions”. (Cal. Health & Safety Code §

*DRA at 3.

3 Proposed Decision at 2[; Sacramento Municipal Utility District's Comments on the Reporting and
Tracking Protocol at 9, R.06-04-009, August 24, 2007.

5 Comments of San Diego Gas and Electric Company and Southern California Gas Company on Proposed
Interim Opinion on Reporting and Tracking of Greenhouse Gas Emission in the Electricity Sector, at 6-7,
R.06-04-009, August 24, 2007.

7 Comments on the Alliance for Retail Energy Markels on the Proposed Decision on Reporting and
Tracking of Greenhouse Gas Emissions in the Electricity Sector, at 7-8, R.06-04-009, August 24, 2007.

§ Comments of Calpine Corporation on the Proposed Decision of Commissioner Peevey on Reporting and
Tracking of Greenhouse Gas Emission in the Electricity Sector, at 4, R.06-04-009, August 24, 2007; Joint
Comments of Environmental Defense, the Natural Resources Defense Council, and the Union of
Concerned Scientists on the Proposed "Interim Opinion on Reporting and Tracking-on Greenhouse Gas
Emission in the Electricity Sector” ("Joint Comments*), at 5-6, R.06-04-009, August 24, 2007. -
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38530[b][4].) The reporting and ultimate carbon calculation by CARB should not be
intentionally skewed in any direction. Instead, the best avaitable factor should be used.

SMUD supports the request by many opening comments that these factors and the

regulations be revised in the near future to continue to improve and refine the regulations

and the emission factors.’ —

The Joint Comments continue to advocate for an ex post determination of
emission factors.' SMUD agrees with the position taken by the Proposed Decision that
the emission factors be determined on an ex ante basis.'' SMUD agrees that market
certainty is very important to those entities that will be the point of regulation. If an
entity does not know in advance the carbon associated with a transaction, they will be

unable to accurately forecast their carbon liability and property account for that liability.

4. ONCE CARB DECIDES ON THE POINT OF REGULATION, THE
REPORTING REGULATIONS SHOULD BE REVISED

SMUD agrees with Southern California Edison Company that the regulations
should be revised once CARB decides upon the point of regulation. '*> These regulations
are intentionally drafted to provide the information needed to support either a load based
or source based regulatory system. As such, they include more information that would be
necessary for either system individually. SMUD supports the adoption of these
regulations at this time so as not to force an early decision on the point of regulation.
Nonetheless, once CARB decides upon the point of regulation, the reporting
requirements can be revised to address only the specific system adopted and reduce the

regulatory burden on all parties.

% See for example the Joint Comments at 3.

' ¥oint Comments at 5.
' Proposed Decision at 32.

'* Comments of Southern California Edison Company on Proposed Decision of Commissioner Peevey on
Reporting and Tracking of Greenhouse Gas Emission in the Electricity Sector, at 6-7, R.06-04-009, August
24, 2007.
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5. SMUD SUPPORTS CMUA'S PROPOSED CHANGES TO APPENDIX A

SMUD supports the changes to Appendix A proposed by the California Municipal
Utilities Association (CMUA) in their reply comments filed on August 30, 2007.

6. CONCLUSION

In closing, SMUD respectfully requests the CPUC and CEC follow the
recommendations provided above in crafting the final decision on reporting and tracking
and incorporate the changes to Appendix A included in CMUA's reply comments.

Dated: August 30, 2007 Respectfully submitted,

ane E. LuckHKardt
Downey Brand LLP

555 Capitol Mall, Tenth Floor -
Sacramento, CA 95814

Tel: (916) 444-1000

Fax: (916) 444-2100

Email: jluckhardt@downeybrand.com

Altorneys for the
Sacramento Municipal Utility District
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