
BEFORE COMMISSION OF CALIFORNIATHE PUBLICUTILITIES OF THE STATE 

DOCKET 

Order Instituting Rulemaking to 07-01l P -1 
Implement the Commission's 
Procurement Incentive Framework and Rulemaking 06-04-009 
to Examine the Integration of (Filed April 13,2006) RECD. DEC 0 4 2007 
Greenhouse Gas Emissions Standards 
into Procurement Policies. 

The California Ener~y Commission Docket 07-OIIP-01 

COMMENTS OF THE DMSION OF RATEPAYER ADVOCATES ON 

THEADMINISTRATIVE LAW JUDGES' RULING ON TYPE AND POINT 


OF REGULATION ISSUES 


Pursuant to the November 9,2007 "Administrative Law Judges' Ruling 

Requesting Comments on Type and Point of Regulation Issues" (ALJ ~u l in~) , '  DRA 

submits the following comments on the general type and point of regulation to be used to 

reduce greenhouse gas (GHG) emissions in the electricity sector. 

I. INTRODUCTION 

DRA appreciates the opportunity to comment on the complex set of issues 

surrounding the point and type of regulation, which will serve as the foundation of the 

California GHG policy program. 

DRA believes that the C02RC methodology proposed by Western Resource 

Advocates (WRA) is a compelling one that merits further exploration by parties, the 

California Public Utilities Commission and the Energy Commission (Joint 

Commissions), and the Air Resources Board (ARB). The C02RC method addresses 

Administrative Law Judges' (ALJ)Ruling Requesting Comments on Type and Point of Regulation 
Issues (ALJ Ruling), November 9,2007. A November 30,2007 ALJ ruling subsequently extended the 
deadline for opening comments fiom November 28 to December 3. 



many of the problems faced by the other regulation options, including the tracking of 

GHG emissions, the undermining of real GHG emissions reductions through contract 

shuffling or leakage, and potential legal risks. D M  recognizes that the current 

proceeding is under tight time constraints and that the point of regulation for the 

electricity sector is a fork-in-the road question facing the Joint Commissions. It is also 

critical that the route ultimately chosen by the ARB is the best option for meeting the 

mandates of AB 32. Thus, although W M ' s  proposal has emerged somewhat late in the 

course of Phase 11 of this proceeding, it should nevertheless be fdly vetted by the Joint 

Commissions and parties, as the load-based and first-seller structures have been thus far. 

Should the Commission reject WRAYs proposal, it should adopt a source-based 

system for California while awaiting a federal andlor regional policy. The source-based 

approach will help avoid contract shuffling problems, thereby resulting in real reductions. 

Emissions from imported electricity would then be addressed when a regional or national 

system comes online. Finally, all of these point of regulation proposals will require 

additional quantitative analysis through the Commission's modeling phase in order to 

evaluate their costs and benefits. 

D M ' S  responses to the questions in the ALJ Ruling are discussed below. 

11. DISCUSSION 

Section 3.1: General 

Q1. What do you view as the incremental benefits of a market- 
based system for GHG compliance, in the current 
California context? 

If fdly functional and efficient, a market-based system has the advantage of 

potentially (depending ultimately on how allowances are allocated andlor sold) 

distributing emissions allowances to California entities at a price that sends the correct 

signal to market participants. One advantageous feature of a cap-and-trade system is that 

a reduction goal is established and enforced, in effect setting the quantity of emissions 

reductions to be achieved rather relying solely on reductions achievable through price 

regulation (i.e. a tax). Additionally, California has the added benefit of a potentially 




























































