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In response to the Ruling of Administrative Law Judge ALJ 

Terkeurst issued on November 9, 2007 ("Ruling"), the Alliance for Retail Energy 

Markets ("AReM) respectfully submits the following comments.' 

I. INTRODUCTION 

The greenhouse gas ("GHG) model that is being developed by and 

Environmental Economics, Inc. will be instrumental in the development of GHG 

reduction policies for California. The rnodel will inform the amount of GHG reductions 

that will be required of the electricity sector, the rules for a cap-and-trade program, and 

AReM is a California mutual benefit corporation formed by electric service providers that are active in 
California's direct access market. The positions taken in this filing represent the views of AReM but not 
necessarily those of any individual member of AReM or the affiliates of its members with respect to the 
issues addressed herein. 



the repercussions of other policy trade:-offs that will impact the distribution of GHG 

reduction costs among businesses, industries, and consumers. It is thus essential that the 

model accurately reflect California's electricity sector. 

AReM appreciates the work that E3 has completed so far. In particular, AReM is 

pleased with the transparency and flexibility of the model. However, AReM is cclncerned 

that the model essentially overlooks direct access ("DA), even though DA customers 

represent 10% of total California load and nearly 20% of large commercial and i~ldustrial 

load.2 This omission results in a model that does not accurately reflect California's 

electricity sector. It also opens the door for policy decisions that unintentionally require 

DA customers and electric service providers ("ESPs") to shoulder more than their fair 

share of the costs of GHG reductions. 

11. DIRECT ACCESS IN E3 MODEL 

The GHG model that E3 is dev~eloping separates the California electricity sector 

into seven groups: PG&E, SCE, SDGckE, LADWP, SMUD, other northern California 

providers, and other southern California providers.3 ESPs, which together serve 

significantly more load than SMUD ant1 a comparable load to SDG&E, are not modeled 

as a separate group.4 Instead, ESPs in PG&E and SDG&E service territory are grouped 

2 Supplemental Direct Access Implementation Activities Report, Statewide Summary, October 15, 2007. 
ht~:/lwww.cpuc.ca.~ov/PUClenergy/electric/Electric+Markets/Direct+Access/dasr.htm 

CPUC GHG Modeling Stage 1 Documentation, p. 41, Table 3. 

In 2006, SMUD and SDG&E served roughly 12,000 and 20,000 retail GWh, respectively, while ESPs 
served 20,000 GWh of DA load. See SMUD's . 2006 Annual Report, p. 10 
(ht~://www.smud.orn/about~reports-pdfs/2006-nnualreport.pd; Sempra 2006 Statistical Report, p. 17 
(http://www.sempra.com/financials/2006re~ort~statistical.~d~; and Supplemental Direct Access 
Implementation Activities Report, Statewide Summary, December 3 1,2006. 
















