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SACRAMENTO MUNICIPAL UTILITY DISTRICT'S COMMENTS ON TYPE 
AND POINT OF REGULATION ISSUES FOR THE ELECTRIC SECTOR 

In accordance with the California Energy Commission's (CEC) regulations and 

the Rules of Practice and Procedure of the California Public Utilities Commission 

(CPUC) the Sacramento Municipal Utility District (SMUD) provides the following 

comments on the Administrative Law Judges' Ruling Requesting Comments on Type and 

Point of Regulation Issues ("Ruling"). These comments are being provided to both the 

CEC and the CPUC. The comments below respond to the questions in the Ruling. The 

questions are shown in bold text, and the responses directly follow the questions. 

General 

1. What do you view as the incremental benefits of a market-based system for 
GHG compliance, in the current California context? 

The market based system allows trading within the utility sector to give options for 
entities to meet hard caps given operational and demand fluctuations as well as manage 
the blocky nature of reductions. SMUD has and continues to advocate for a secondary 
market to allow entities that have allowances to trade amongst themselves to provide 
some flexibility and to recognize the inherent difficulty in predicting the weather and 
resulting demand. Since utilities do not control demand, the weather, and other 
environmental factors, they cannot exactly predict the level of generation (MWh) 
required for any specific year. Therefore, the secondary market allows for trading to 
adjust for these fluctuations as well as recognizes the blocky nature of changes in 
generation sources where an early change can yield extra allowances or long-lead time 
capital investments may take years to come on line. 

On the other hand, an auction is unnecessary and potentially counterproductive because 
the auction will require managing volatile new revenue flows in addition to the cost of 
reducing carbon in the energy provided to utility customers. As we've found out in 
California, it also lays open the possibility of manipulation or market speculation. 

2. Can a market-based system provide additional emissions reductions beyond 
existing policies and/or programs? If so, at what level? How much of such 
additional emission reductions could be achieved through expansion of 
existing policies and/or programs? 

At this point and for at least the first several years of this program, we do not know if 
markets will provide additional reductions or reductions at a lower cost. Because this is a 
new program and a new method of achieving these results, we propose beginning the 
market structure slowly so that any problems will be confmed to a small section of the 
program and can be fixed before they are applied to the entire program. As SMUD 








































