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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF CALIFORNIA

Rulemaking Regarding Whether, or Subject to What 
Conditions, the Suspension of Direct Access May Be 
Lifted Consistent With Assembly Bill IX and 
Decision 01-09-060.

Rulemaking 07-05-025 
(Filed May 24, 2007)

ffi

NOTICE OF EX PARTE COMMUNICATION OF 
THE ALLIANCE FOR RETAIL ENERGY MARKETS, THE MARIN ENERGY 

AUTHORITY, AND THE DIRECT ACCESS CUSTOMER COALITION

Pursuant to Rule 8.4 of the Rules of Practice and Procedure of the California Public

Utilities Commission (“Commission”), the Alliance for Retail Energy Markets, the Marin

Energy Authority, and the Direct Access Customer Coalition submit this notice of ex parte

communication. On October 14, 2011, Dan Douglass, counsel of record for the aforesaid parties,

initiated a written communication with Steve St. Marie, advisor to Commissioner Catherine J.K.

Sandoval, via email. The subject of the email was security requirements for electric service

providers and certain statements made by Pacific Gas and Electric Company (“PG&E”) in a

written ex parte communication that was attached to PG&E’s October 12, 2011 notice of ex parte

communication filed in this proceeding.
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Both Mr. Douglass’ email and an attachment to said email are provided as Attachment

“A” to this notice.

Respectfully submitted,

Douglass & Liddell

Attorneys for
Alliance for Retail Energy Markets, 
Direct Access Customer Coalition, and 
Marin Energy Authority

October 17, 2011
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Attachment “A”
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From:
Sent: Friday, October 14, 2011 2:43 PM 
To: Steve St. Marie
Subject: R.07-05-025 - Direct Access - PG&E's Notice of Ex parte Communication

Hi Steve,

AReM, MEA and DACC were a bit intrigued by some of the statements made in the attached ex parte 
report by PG&E. PG&E states in their attachment:

• Posting security to cover energy price volatility is a cost of doing business that all firms in the 
industry must bear

o PG&E currently has a $3 billion banking facility to cover such costs, and has approval 
from the CPUC for up to $4 billion

This statement is, perhaps unintentionally, rather confusing. According to PG&E, their own “banking 
facility” is intended to “cover such costs,” in reference to the costs of an ESPs performance guarantee or 
bond. In fact, those are two entirely different things. A banking facility (typically a line of credit) can be 
drawn or used by PG&E to access cash to buy product. The facility may have “security” features 
protecting PG&E’s suppliers in the event that PG&E fails to pay, but the facility is not for the benefit of 
anyone else. On the other hand, the financial security that would be imposed on ESPs is a guarantee that 
can be drawn by third parties - not suppliers — in the event of performance defaults by the ESP.

A plumbing contractor may need a line of credit, a banking facility, to buy wholesale supplies. A personal 
guarantee may be associated with that line. But that is completely different from the performance bond 
that the contractor posts to assure customers that jobs will be completed on time. In their ex parte 
correspondence, PG&E brings up its own cost structure, for the purpose of asserting (incorrectly) that 
they already bear costs that should now be imposed on ESPs. PG&E says that imposing the Financial 
Security Requirements as they define them are necessary, so that "ESPs are no longer shielded from the 
realities of the marketplace." They complain that the ESPs have "exaggerated" the costs of compliance 
with the FSRs.

It would be interesting to determine the size of the bond PG&E would need to post, and the likely cost of 
said bond, if it was subject to the same FSRs as it proposes for ESPs. Our guess is that would be a very 
big number. If PG&E wants to subject itself to the FSRs, too, then perhaps we could talk about the 
playing field being level.

AReM, MEA and DACC will file an ex parte report for this communication.

Best regards,

Dan

Douglass & Liddell 
21700 Oxnard Street, Suite 1030 
Woodland Hills, CA 91367 
Telephone: (818) 961-3001 
Facsimile: (818) 961-3004 
Cellphone: (818) 404-7535
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doug1ass@energvattomey.com

This message contains confidential information that is intended only for the named addressees. If you are 
not a named addressee you are asked not to retain, copy, or forward this message. Please reply to the 
sender immediately if you have received this message by mistake and delete it from your mailbox.
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Subject: R.07-05-025 - Direct Access - PG&E's Notice of Ex parte Communication

Attached please find PDF copy of PG&E's Notice of Ex Parte Communication and its associated 
attachment with Steve St. Marie (Advisor to Comr Catherine Sandoval).
Re: Direct Access - R.07-05-025 
Sally Cuaresma 
Regulatory Relations 
TelJ 415/973-5012
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Reopening Direct Access Proceeding

Summary

ffi Do not dilute the ESP financial security required by law to protect customers

ffi Modify the PD’s Renewable Portfolio Standard (“RPS”) adder to 
appropriately reflect the market value of RPS energy

Financial Security Requirements

ffi The PD correctly finds that ESPs are legally obligated to cover all
incremental costs resulting from an involuntary return of their customers to 
IOU bundled service (PEI Code § 394.25(e))

ESP financial security must be sufficient to cover these costs 

ffi Posting security to cover energy price volatility is a cost of doing business 
that all firms in the industry must bear

PG&E currently has a $3 billion banking facility to cover such costs, 
and has approval from the CPUC for up to $4 billion 
The PD’s financial security requirements are substantially less than 
those required by financial exchanges
ESPs should no longer be shielded from the realities of the market 
place

ffi Customers should be protected from ESP defaults, particularly under 
stressed market conditions

ffi ESPs have exaggerated the commercial impacts of complying with the PD

o

o

o

o

RPS Adder

ffi The RPS adder should be based on the market indices advocated by PG&E 
and DRA

o There is sufficient liquidity in the REC market 
o The ESP’s Green Benchmark will not measure above-market costs for 

renewables because it is does not reflect market prices 

ffi If PG&E and DRA’s proposal is not adopted, the PD should adopt the DOE 
data for 100% (not 32%) of RPS adder, consistent with the recent AB 920 
decision

ffi If the PD does retain any use of the Green Benchmark, its application needs 
to be modified in several respects, including

o UOG costs in the Green Benchmark should be levelized to address the 
front-loaded nature of utility ratemaking 

o The Green Benchmark should exclude pre-2003 RPS contracts, 
consistent with the Commission’s RPS practices
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