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APX Environmental Infrastructure Capabilities
APX, Inc. (“APX”) and The Climate Action Reserve (“the Reserve”) appreciate the opportunity to submit a response to the California Air Resources Board (ARB)’s Market Tracking System RFI.  Our firms offer a unique blend of practical experience and expertise in environmental commodity infrastructure that is well-placed to support the Board in the implementation of this important initiative.
Carbon Offset Registries

APX’s partnership with the Reserve in building out a very successful pre-compliance carbon offset program is testament to our commitment to the advent of the carbon markets and the State of California.  To date, the Reserve has overseen the issuance of over 5 million offset credits.  325 accounts are open on the system and more than 350 projects have been submitted. In addition to projects developed against its own protocols, the Reserve would be willing to host projects developed against other ARB-approved protocols in the same registry with a distinct designation for the new types of offsets.  
Furthermore, the Reserve can readily facilitate ARB’s issuance and serialization functionality in the registry to create the allowances required for AB 32. The Reserve has already instituted similar rules and procedures as laid out in ARB’s Preliminary Draft Regulation, Section 96330 through 96380 for offset credit issuance and registration and minimal adjustments would be needed. The Reserve has a proven and sophisticated infrastructure to formally register projects, provide detailed publicly reviewable information on each project, and register, transfer, and retire offset credits. 
Because so much of the infrastructure required under this RFI is already in place and operational, there is little risk to ARB of a delay or unexpected technical problems. 
Beyond the Reserve relationship, APX also manages The Gold Standard Registry, and the APX VCS Registry.  Together, more than 50% of the global, voluntary carbon market is covered by APX carbon registries.
Renewable Energy Certificate (REC) Registries

APX is the leading infrastructure provider for renewable energy certificate (“REC”) tracking and management systems on behalf of states, regional REC markets, utilities and renewable developers.   Since 1999, APX has created and tracked over two billion certificates across North America.  APX REC tracking systems are used in every major renewable energy market in North America including the Mid-Atlantic (PJM GATS), New England (NEPOOL GIS), the Western States (WREGIS), Midwest (M-RETS), Texas (Texas REC), and Michigan (MIRECS) systems.  Launched last year, the North American Renewables Registry (NAR) is a national system for areas not covered by existing compliance registries. 

Environmental Commodity Asset Management Services

APX launched its Environmental Markets Account (EMA) platform in March of this year.  Developed over the course of the last two years, EMA provides its clients with an institutionalized approach to managing environmental assets and liabilities.  EMA is capable of transacting and settling forward positions, spot instruments, and derivative positions in both carbon and renewable energy credits.  EMA has several platform modules that are applicable to the requirements outlined by the Board for the Market Tracking System:

1. EMA Account Management:  EMA’s sophisticated and robust account management and entitlements structure should accommodate the functionality outlined in the RFI.  Our account opening process includes detailed operational workflows around KYC and OFAC checking and our entitlements structure is built to satisfy even the most complex account security scenarios.
2. EMA Portfolio Access:  EMA provides automated integration with the underlying carbon and renewable energy programs and registries.  Accomplishing this requires a great deal of sophistication beyond technology linkages.  First and foremost, APX needed to create a global symbology for environmental projects and environmental instruments which spanned all environmental programs.  Our Data Management Group scrubbed information from all of the major carbon and renewable energy programs in order to create unique carbon offset project and renewable energy project identifiers called Universal Project Numbers (UPNs).  We then took the further step to define Environmental Instrument Numbers (EINs) which capture the atomic environmental attribute bundles that make each instrument unique across project type, location, and vintage.  This rigorous approach allows us to offer the Air Resources Board the forward compatibility outlined in Appendix B, Section I.  Furthermore, our data standards have already been accepted by the Society for Worldwide Interbank Financial Telecommunication (SWIFT), allowing EMA to offer the features required for electronic messaging in Appendix B, section III b. 
3. EMA Transact:  EMA’s goal is to provide its clients with access to relevant liquidity sources and thus will have functionality to interface with auction facilities and exchanges for both spot and derivative transactions.  Furthermore, EMA has a robust over the counter (OTC) transaction module that can capture highly structured data on all types of OTC contracts.  The core structure of EMA Transact can be used to accommodate the transaction aggregation needs for the Market Tracking System outlined in the RFI.
4. EMA Report:  EMA will provide clients with the seamless capability to bring together their carbon footprint with their carbon assets for both asset-liability analysis and reporting.  Importantly, APX is working with several liability calculation providers and voluntary carbon reporting organizations to ensure interoperability.  This base functionality provides a solid platform on which compliance reporting data can be integrated into the Market Tracking System.
Finally, EMA was designed from the ground up to serve as the environmental markets infrastructure solution for multiple governmental programs and service organizations through white-label relationships.  The platform is a multi-tenant, software-as-a-solution offering that can be efficiently adapted to the Board’s needs.
APX Background and Experience

APX has extensive prior experience in providing web-based applications that are similar to what is requested in the RFI.  Established in 1996 and operating out of office in San Jose, California and Hoboken, New Jersey, APX is the leading U.S. company in the design, implementation and operation of REC tracking systems on behalf of states and regional REC markets.  Since 1999, APX has tracked over two billion certificates across North America.
In 2001, APX implemented the Texas Renewable Energy Credit (Texas REC) program for the Electric Reliability Council of Texas (ERCOT), and trained and advised ERCOT on the operation of the Texas REC program. 

In April of 2002, APX developed and began operating a certificates-based Generation Information System for the New England Power Pool (NEPOOL GIS) and continues to serve as the program’s administrator, our contract having recently been renewed for an additional five years.  NEPOOL tracks all generation and load in the NEPOOL region (Connecticut, Massachusetts, Maine, New Hampshire and Rhode Island), as well as imports and exports from adjacent control areas (New York, New Brunswick and Quebec).  Along with tracking MWhs, the GIS serves as an environmental attribute reporting tool, capturing the environmental characteristics for every MWh tracked in the system.  The NEPOOL GIS contract was signed in late October 2001, with a launch date of early April, 2002 (approximately six months).  NEPOOL has tracked approximately 888,000,000 certificates to date.

In September 2005, APX implemented the PJM Generation Attributes Tracking System (PJM GATS), and provides ongoing technical support and knowledge transfer services.  PJM covers all or parts of 13 states and the District of Columbia.  

In September 2006, APX signed a four-year contract for the implementation and operation of the Western Renewable Energy Generation Information System (WREGIS). WREGIS is an independent, renewable energy tracking system for the region covered by the Western Electricity Coordinating Council (WECC), which encompasses 14 states and provinces.  WREGIS was developed through a collaborative process between the Western Governors’ Association, the Western Regional Air Partnership, and the California Energy Commission (CEC).  The CEC served as the contracting agency for the WREGIS project and selected APX in a competitive procurement.  WREGIS was launched on schedule in June of 2007.  From 2007-09, almost 30 million certificates have been created in WREGIS. Today, APX is fully involved in the WREGIS monthly Board meetings as well as several subcommittee meetings.  We provide back-up Operations support to the WREGIS staff.


APX was selected to implement, operate and administer M-RETS in March 2007, and launched M-RETS three months later.  M-RETS includes the states of Illinois, Iowa, Minnesota, Montana, North Dakota, South Dakota and Wisconsin and the province of Manitoba.  Since its inception, M-RETS has created almost 29 million certificates.  APX, with user input, has developed procedures, training materials and online Webinars.  In addition, APX continues to coordinate bi-monthly governance and stakeholder meetings to discuss operational issues.

To complete full coverage of the United States, APX launched the North American Renewables Registry (NAR) on June 1, 2009, for all states that are not currently part of a regional REC tracking system.  NAR also tracks RECs used for voluntary purposes and for utility green energy programs.  NAR is fully supported by user fees. 

Finally, in the fall of 2009, APX launched the Michigan Renewable Energy Certification System (MIRECS) for the State of Michigan.  MIRECS also issues and tracks Advanced Cleaner Energy Credits, Michigan Incentive Renewable Energy Credits and Energy Optimization Credits.

Environmental tracking systems and services such as the NEPOOL GIS, PJM GATS, MIRECS, WREGIS, M-RETS and Texas REC are one of APX’s core business lines. Our baseline and customized systems are widely recognized as the “best practice” for enabling renewable energy trading programs, and are the only systems in production in North America capable of supporting high-volume, regional tracking systems. The company has committed substantial resources toward developing these systems in several areas across North America, and is currently working to advance the deployment of our certificates-based environmental tracking systems in other regions. 

APX Key Executives and the Core Team Qualifications:

Brian M. Storms
Chairman & CEO

Functional Role: 

Mr. Storms joined APX in January 2008 to help accelerate the firm’s growth and to realize its vision as the infrastructure backbone and provider of choice for the energy and environmental commodities markets.

Qualifications:

Mr. Storms has over 25 years of experience in the financial services industry, spanning such diverse disciplines as sales, marketing, and distribution; new product innovation; operations; and risk management and insurance.  He has successfully launched and grown new businesses, led complex change management programs, articulated powerful new branding and positioning strategies, and navigated some of the most highly regulated and transparent marketplaces in the world.  Prior to joining APX, Mr. Storms was CEO of Marsh Inc., the worlds leading risk advisory and insurance brokerage firm, with revenues of $5 billion and 26,000 employees.  He was also a member of the executive committee of Marsh’s public company parent, Marsh & McLennan Companies (MMC).  While at Marsh, Mr. Storms was a committed advocate on the issue of climate change, including collaboration and participation with numerous high profile partners and initiatives, such as: the Clinton Global Initiative; the U.S. Climate Action Partnership; the Business Environmental Leadership Council of the Pew Center for Climate Change; and Ceres.

Mr. Storms holds a BS in Economics from the State University of New York at Binghamton.



Joseph Varnas
Vice President and Head of Environmental Markets

Functional Role:

Mr. Varnas is responsible for APX's Environmental Markets Business as well as its technology roadmap and strategy, including expansion of the company's existing platforms for environmental markets. This includes the development of new solutions to help APX integrate its market infrastructure with the financial markets.

Qualifications:

Prior to joining APX, Mr. Varnas served as Executive Vice President and Chief Information Officer at Marsh, a leading global risk management and insurance brokerage firm. In this role, he led the firm's IT and Operations, Global Consumer Business Unit, and Human Resources departments.  Previously, he was a managing director at UBS Global Asset Management, where he was President of UBS U.S. Mutual Funds and responsible for IT and operations across the Asset Management Group. Mr. Varnas also served as Chief Operating Officer of Morningstar Investor Services and Vice President and Manager of Product & Technology Development at UBS PaineWebber. Earlier in his career, he worked at Merrill Lynch, Pierce, Fenner & Smith, Chemical Investment Services Corp., and Prudential Mutual Fund Management, Inc. 

Mr. Varnas holds a BBA in Finance from Pace University and an MBA from Columbia Business School.



Lars Kvale

Manager of Product Development
Functional Role: 

Lars Kvale is Head of Product Development at APX, responsible for building out structured products in both the carbon and renewable energy space.

Qualifications:

Lars Kvale has a broad and lengthy experience with the North American Renewable Energy Certificate markets. Prior to APX, Lars Kvale worked with the Center for Resource Solutions to develop standards for and manage the Green-e Energy and Green-e Climate programs. He also has experience working with the California Energy Commission and has been actively involved in initiatives related to Renewable Portfolio Standards, voluntary carbon, energy efficiency and carbon standards, as well as the interaction of renewable energy, energy efficiency and carbon markets.

Mr. Kvale holds a BA in Political Science from the University of Aarhus, Denmark, and an MA in International Relations from San Francisco State University.



Roman Stepanenko

Managing Director of Environmental Technology

Functional Role:

Mr. Stepanenko is the head of Application Development for APX where he manages two teams developing a strategic platform for tracking environmental markets commodities.

Qualifications:

Mr. Stepanenko is a proven team leader with extensive project and resource planning capabilities.  He is an expert at determining strategic vision of the IT landscape (10+ interconnected systems) and development of the tactical plans including re-engineering, vendor selection and testing initiatives.  Mr. Stepanenko has an expert knowledge of the intricacies of large-scale software development projects having been involved at all levels from a junior software developer to an IT architect.  He is an excellent team leader with proven results, able to manage a diverse group of members in delivering robust applications in an aggressive environment.

Mr. Stepanenko holds an MS in Applied Mathematics from St. Petersburg State University, St. Petersburg, Russia and an MBA from the New York University Stern School of Business, NY, NY.

Katherine Graham

Manager of Carbon Registry Infrastructure

Functional Role:

Ms. Graham is the Product Manger for the APX Carbon Registries, Climate Action Reserve, VCS, and Gold Standard.  Ms. Graham will support the implementation effort.

Qualifications:

Ms. Graham has eight years experience in the Environmental, Energy and Financial Services sectors; six of them at APX managing various technology implementations for both the environmental and power markets business.  Most recently, she helped implement the voluntary carbon offset registry tracking systems, applying her knowledge of project management, quality assurance testing, and account management.  Prior to her work on the carbon registry systems, Katherine assisted in the implementation of M-RETS and WREGIS.  

Ms. Graham holds a BSBA in Finance and Economics from Rockhurst University.
Raj Sahrawat

Managing Director; Product Manager of EMA
Functional Role:
Raj Sahrawat is the Product Manager for APX EMA platform. He and his team are responsible for defining and planning all product service offerings developed in the Environmental Markets division. He is responsible for setting strategic direction and business partnerships for the APX environmental product lines.

Qualifications:
Raj has over twenty years experience working in the top financial firms in various leadership roles providing cutting edge technology solutions to challenging problems in the global financial markets. He has extensive experience with workings of capital markets and various financial product offerings.

Prior to joining APX, Raj worked for Goldman Sachs and Company for 10 years. He served as a Senior Vice President in the Strategies group developing derivatives pricing and risk management solutions in the firms famed risk management system. He held various leadership positions in the Strategies groups within the Investment Banking and Fixed Income, Currencies and Commodities trading divisions.   
Previously, he was a Systems Manager at Merrill Lynch Private Client in Equities Research, where he key member of teams delivering TGA and ML Online to the firm’s financial consultants and clients. Earlier in his career he worked with ADP brokerage services division, First Data Corp and IBM.

He has a Masters in Business Administration from Columbia Business School and Masters in Electrical Engineering from SUNY Stony Book.

The Reserve Background and Experience

The Reserve is an independent nonprofit organization originally established by the State of California and operates a fully functional, scalable offset program that meets the ARB’s needs and objectives. The program, which has gained unparalleled recognition and respect since its launch almost three years ago, fully meets the ARB’s specific criteria for methodologies, verification, credit issuance and registration, and geographic coverage.  The Reserve was built on the expertise and infrastructure created by the California Climate Action Registry. All the systems and infrastructure needed to support California’s offset program are already in place, including robust rules and procedures for developing protocols, registering and approving projects, overseeing verification, tracking credits, and monitoring ongoing project activities. The Reserve’s experienced staff includes recognized leaders in GHG accounting, verification, climate policy, and offset program design. More than 350 high quality projects in 42 states have been submitted and over 5 million tonnes of CO2e reductions have already been credited with projections for significantly more over the next months and years.

Because it uses performance-based standards and robust software, the Reserve is highly scalable. Once protocols are in place, evaluating and registering projects takes a relatively modest amount of staff time. Over the past year, the Reserve has grown from 30 to 350 submitted projects, with the addition of only four staff. Meeting ARB’s needs would require only a modest expansion from the Reserve’s current staffing. 
Like the ARB, the Reserve is strongly committed to public accountability and transparency in all of its work. The Reserve is internationally recognized for its experience in developing standardized quantification methods. Its approach integrates extensive data collection and analysis with input by representatives from industry, government, academia, and public interest environmental groups. Carbon market participants have observed that the Reserve’s degree of openness has transformed the industry by bringing it closer in line with regulatory efforts. 
The Reserve Key Executives and the Core Team Qualifications:

Gary Gero

President

Gary Gero serves as the President of the Climate Action Reserve (formerly known as the California Climate Action Registry) where he is responsible for ensuring that the organization’s activities meet the highest standards for quality, transparency and environmental integrity. In that capacity, Gary has led the growth of a robust and trusted offset project registry that is the largest voluntary registry in the United States.

Gary is also a member of the Commodity Futures Trading Commission’s Energy and Environmental Markets Advisory Committee and serves on the Steering Committee of the California Sustainability Alliance.

Prior to joining the Reserve, Gary managed the Green LA programs at the Los Angeles Department of Water and Power, the largest municipal utility in the nation. In that capacity, he redesigned and restarted the Solar PV Rebate Program and oversaw a significant expansion of the energy efficiency programs. His role also included managing the advanced transportation, green power, distributed generation, and tree planting programs.

Gary’s career includes nearly 20 years of work in local government, primarily in the City of Los Angeles where he served as Air Quality Director and subsequently Assistant General Manager for the Environmental Affairs Department focusing on climate change, sustainable development, energy policy, and alternative fuel vehicles.

Gary holds a Master of Science degree in Social Policy and Planning from the London School of Economics and a pair of undergraduate degrees from the University of California at Berkeley.

--------------------------------------------------------------------------------

Joel Levin

Vice President, Business Development

As the Climate Action Reserve’s Vice President of Business Development, Joel Levin is responsible for strategic development of the Reserve and has overseen its development from inception to its current status as the recognized environmental standard for carbon offset projects in the United States. He is the Reserve’s primary liaison to the business community and is a frequent and popular speaker on the Reserve’s programs and other climate change topics.

Joel has served as staff to the California Market Advisory Committee and the California Climate Action Team. Prior to working at the Reserve, Joel worked at Feeva Wireless in Berkeley and APX in Santa Clara. He has also served on the Capitol Hill staff of Senator Timothy E. Wirth (D-Colorado).

Joel is a member of the Sierra Club’s National Global Warming and Energy Committee and former chair of the Energy Committee in both the San Francisco Bay and Los Angeles Chapters of the Sierra Club. In these roles, he has been active in promoting renewable energy and energy efficiency as key elements in California’s energy future. Joel holds an M.B.A. from the Haas School of Business at U.C. Berkeley and an M.A. in International Economics from the Johns Hopkins University School of Advanced International Studies (SAIS).

--------------------------------------------------------------------------------

Derik Broekhoff

Vice President, Policy

Derik Broekhoff is Vice President for Policy at the Climate Action Reserve, where he is responsible for managing the policy development staff and overseeing the development of protocols for quantifying and registering greenhouse gas reductions from carbon offset projects. He also manages the development of climate change policies and programs for the Reserve, including assisting the Reserve’s efforts to support the State of California in the implementation of AB 32, the state’s far-reaching global warming law.

Before coming to the Reserve, Derik was a Senior Associate at the World Resources Institute (WRI) in Washington, DC where he led work on the Greenhouse Gas Protocol Initiative, which is an internationally recognized standard for greenhouse gas emissions accounting, and managed WRI’s work on the design of greenhouse gas emissions trading programs, registry systems and standards for carbon offsets. He is a primary author of the WRI/WBCSD GHG Protocol for Project Accounting, has advised numerous regulatory and voluntary programs on the development of carbon offset policies and standards and has testified twice before Congress on carbon offset regulation and standard development.

Prior to joining WRI, Derik worked for eight years in the fields of energy and climate change consulting, including five years with Trexler Climate + Energy Services, Inc. in Portland, Oregon, where he developed financial and economic analytical tools for carbon market forecasting, risk management, project evaluation and business strategy development for a wide range of private and public sector clients. Derik holds a Master’s degree in Public Policy (MPP) from the University of California at Berkeley and a Bachelor’s degree in International Relations from Stanford University.

--------------------------------------------------------------------------------

Kathryn Bickel Goldman

Senior Policy Manager

As a Senior Policy Manager for the Climate Action Reserve, Kathryn Bickel Goldman leads the development of new offset protocols and represents the Reserve in agriculture and forestry sector offset initiatives.

Kathryn is an international expert in forest and agriculture GHG accounting. She has evaluated GHG methodology options, developed fundamental policy approaches, and written specific GHG accounting methodologies for national, organizational, and offset project GHG reporting. Most recently, as an independent consultant, Kathryn developed offset protocols for the Reserve and entity-level GHG accounting curriculum for the Greenhouse Gas Management Institute.

Kathryn also facilitated agriculture and forestry GHG policy planning in several U.S. states and helped develop state-level GHG inventories for these sectors. Previously, she worked for both the Global Change Program Office at the U.S. Department of Agriculture and the Climate Change Division of the U.S. Environmental Protection Agency. As a civil servant, Kathryn authored multiple IPCC methodology reports, edited the first U.S. Agriculture and Forestry GHG Inventory, helped prepare the annual U.S. Inventory of Greenhouse Gas Emissions and Sinks, and worked on revising the GHG accounting methods for the Department of Energy’s 1605b program. 

--------------------------------------------------------------------------------

Rachel Tornek

Senior Policy Manager

As Senior Policy Manager, Rachel Tornek develops GHG offset standards for the Reserve and plays a leading role in managing its offset registration program. Rachel also represents the Reserve with a variety of stakeholder groups to help advance climate policy that supports and ensures the environmental integrity of offsets. She has worked in the field of greenhouse gas accounting for over 5 years.

Rachel was previously the Manager of Member Services for the California Climate Action Registry, where she managed the technical support and training programs that helped member organizations successfully develop and verify GHG emissions inventories. 

Prior to joining the Reserve, Rachel worked on environmental issues with Toyota Motor Sales, the Climate Change and Wildlife campaign at the National Wildlife Federation and Hubbs-SeaWorld Research Institute. She has a B.S. in Ecology, Behavior and Evolution from UC San Diego and a Master’s degree in Environmental Science and Management from the Bren School at UC Santa Barbara.

--------------------------------------------------------------------------------

Sarah Stanner-Cranston

Program Director

As Program Director for the Reserve, Sarah Stanner-Cranston manages the implementation, reporting and verification of emissions reduction/removal projects under the Reserve and for entity level emissions inventories to the California Climate Action Registry. She manages the rigorous accreditation process and required Reserve training, testing and ongoing monitoring of verification bodies. She also acts as a resource on a wide range of climate change issues, including project and industry-specific protocols. She and the Programs team provide technical assistance to help both members and project developers successfully report, verify and utilize the Reserve software.
Prior to joining the Reserve, Sarah worked in Sydney, Australia as an Analyst for the NSW Greenhouse Gas Reduction Scheme, one of the world’s first mandatory carbon-based trading schemes. There Sarah managed compliance with the participants in the Scheme to ensure that all reduction targets and liabilities were met. She also maintained and managed the compliance section of the GHG Registry for certificate surrenders and emission offsets within NSW. In addition, she has experience with emissions reductions protocols, low emissions intensity generation and renewable energy projects. Sarah received her Bachelor’s degree in Political Science at San Diego State University. She is also a member of several environmental and political organizations promoting environmental sustainability through economic action.

Feedback
APX applauds the ARB’s comprehensive approach to monitoring the activities of participants in the new carbon marketplace created by ARB 32.  The functionality as outlined in Appendices A & B closely mirrors functionality that is either currently available in the APX EMA platform or is scheduled to be built during the remainder of 2010.  This functionality has been built for environmental market participants who are actively transacting in these markets.  Thus, there would be a modest amount of retrofit necessary to take aggregated post trade feeds from liquidity sources.  As for the underlying allowance and offset registry functions, APX built and operates the Reserve Registry and thus is uniquely suited to augment existing functionality with any additional requirements.
Cost and Timeframe

As for the costs and timeframe required to modify EMA for the Market Tracking System requirements, the main unknown is what type and how many regulatory and surveillance reports will be necessary.  Since APX has built an extensive instrument master around UPNs and EINs as outlined earlier, the data integrity  needed to easily build surveillance and compliance reports is already present.
An additional consideration is whether the Air Resources Board is looking for a hosted software model within a multi-tenant platform.  Clearly, costs can be kept much lower if in fact APX can leverage the multi-tenant design of EMA and also leverage its existing infrastructure investments.
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