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TO:  
CARB Staff 

From:  Steven Kelly 


Amber Riesenhuber

 Policy Director

Policy Analyst

Date:  
June 21, 2010

RE:  
Proposed Regulation for a California Renewable Electricity Standard (June 2010).


The Independent Energy Producers Association (IEP) is pleased to provide these comments on the California Air Resources Board (CARB) Proposed Regulation for a California Renewable Electricity Standard (dated June 2010).  Under the Governor’s Executive Order and the authority of AB 32, CARB has been assigned with the task of designing a 33% Renewable Electricity Standard, which will increase California’s renewable energy goal as a percent of retail sales, while also reducing greenhouse gases. 
In considering the design of the proposed Renewable Electricity Standard, CARB must remain cognizant of consumer interests and the value that consumers associate with the products they are purchasing.  While the issue of cost is almost always in the forefront, there are indeed other characteristics that add value to a renewable energy transaction from the perspective of California consumers.  Certainly, there are specific benefits associated with renewable energy transactions that are not revealed in price alone. These other values should be similarly considered when determining the proper design of a 33% Renewable Electricity Standard.
I. General Concerns on the Proposed Regulation:
 
a. REC Use:  Throughout this initiative CARB has evaluated two options for determining the role of Renewable Energy Credits (RECs) under a 33% Renewable Electricity Standard: 
(1) Unlimited use of RECs (“bundled” or “unbundled”) to comply with the RES, or
(2) Tradable RECS, as described per the CPUC decision, dated March 18, 2010.
  
In collaboration with E3, CARB compared out of state RECs vs. in-state resources and concluded, from a cost perspective, that these two products are essentially equal.
 CARB also concluded that “allowing out-of-state RECs will increase compliance options and therefore reduce costs to California ratepayers.”
  Consequently, CARB has proposed 100% RECs (i.e. unlimited RECs, bundled or unbundled) to be the preferred option for complying with the California Renewable Electricity Standard.  

While IEP supports increased competition as a means to reduce costs to California consumers, CARB has overlooked other characteristics associated with renewable energy transactions, notwithstanding price, that California consumers may value.  
Regarding renewable transactions in general, including REC transactions, the value of these transactions to consumers is not just a function of price, but also a function of project viability and geographic attributes.  Through the application of a proper methodology valuing price, project viability, and geographic attributes relative to each other in an open and transparent manner, consumers will realize the highest valued products (i.e. projects) at the least cost.  Below are a few examples, among others, that may add value to an energy transaction from the perspective of California consumers:
· Effects on California employment 
· Local environmental benefits to California

· Geographic diversity (i.e., different wind patterns that stabilize the overall production from intermittent resources, earlier peak solar production from locations east of California).

· Incremental effects on energy supply used to meet California demand (i.e., is fossil-fueled generation displaced in California? In the West?)
· A demonstration that a REC is matched to the import of relatively “green” energy, e.g., a contract for deliveries from a hydroelectric or other facility that complies with the Emissions Performance Standard or other relevant environmental standard.
Recognizing that the CPUC has jurisdictional authority over the IOUs in such matters as rate design, cost recovery, etc., it is imperative that the CARB work in collaboration/coordination with the CPUC to identify and develop the appropriate weightings of various factors adding value for California customers within the Least-Cost Best-Fit (LCBF) methodology as a transparent and nondiscriminatory means to improve the overall value of the RES program for California consumers.  
b.  100% RECs Without Vintage Requirements.  Allowing compliance with the RES to be met with 100% RECs irrespective of vintage year or REC creation date may have the effect of undermining the market for new renewables.  In combination, unlimited RECs paired with unlimited banking may discourage investment in renewable generation infrastructure causing very little environmental improvement and/or GHG reductions. As mentioned above, there must be a proper methodology (i.e. a “value proposition”) in place to assess the value of a resource’s attributes (i.e. locational, temporal, etc.) as they relate to California consumers.  Making this assessment will provide clear guidance as to the value between different types of products. CARB in coordination with the PUC must produce a methodology to select the resources that have the highest value to California consumers.  Once this methodology is established, there will be a process in place to compare different products and the resulting values associated with those products.  

II. Specific Concerns Regarding the Proposed Regulation:
a. Regulation Review Process (Section 97011). 

The Proposed Regulation states that CARB “shall conduct at least three reviews of the RES program to assess changes that may be needed to improve the implementation progress.”
  The reviews will be completed in 2013, 2016, and 2018 and will include a comprehensive review of market, technology, resource, cost, development, environmental, electricity system, and policy factors to improve program implementation or effectiveness.
IEP appreciates the importance of assessing the progress of the RES over time; however, programmatic changes to the regulation in the middle of each successive compliance period could be problematic.  CARB will already assess progress and compliance with the RES through annual Achievement Plans, annual Progress Reports, and Compliance Interval Reports, as specified in Section 97006 of the regulation.  Creating an additional triennial assessment of the actual regulation seems to be somewhat redundant. Furthermore, entities that participate in or will be subject to the Renewable Electricity Standard need to be certain that the RES will provide regulatory consistency and permanence across time. Invasive reexamination of compliance intervals or other important implementation details may have the effect of hindering rather than helping the program’s success.  

As California moves to meet its renewable energy goals, there must be certainty in infrastructure planning and investment over time.  To the extent that the CARB will consider making programmatic changes to the RES through its Regulation Review Process, CARB should limit its review of the regulation to one assessment, instead of three. An extensive review of the regulation should occur only once, preferably in the middle of the 2012-2020 time period.
b. POU Eligible Resources as a Transitional Mechanism Only.  

As a means to transition the Publicly Owned Utilities into the RES program, CARB will allow POUs to count RES Qualifying POU Resources,
 up to 20% of its 2010 retail sales, for RES compliance. In recognizing that many of the RES Qualifying POU Resources (e.g. large hydro) do not count under the current RPS eligibility requirements, IEP appreciates that CARB has applied this transitional mechanism only to the POUs.  To allow the IOUs to apply a similar standard would be detrimental to the RPS program thus far, and would hinder the growth of the RES going forward.  CARB must continue to limit this transitional mechanism only to the POUs as this regulation moves forward.  In addition, CARB needs to keep this as a transitional mechanism, rather than a long-term policy.
IEP appreciates the opportunity to comment on the CARB’s Proposed Regulation for a California Renewable Electricity Standard (dated June 2010).

Respectfully Submitted,
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	Steven Kelly

Policy Director

Independent Energy Producers Association

1215 K Street, Suite 900

Sacramento, CA 95814

916-448-9499


steven@iepa.com

	Amber Riesenhuber

Energy Analyst

Independent Energy Producers Association

1215 K Street, Suite 900

Sacramento, CA 95814

916-448-9499


amber@iepa.com



� See CPUC Decision 10-03-021


� E3 Presentation (May 20, 2010):  Draft Results from 33% RES Economic Modeling slide 20.


� E3 Presentation (May 20, 2010):  Draft Results from 33% RES Economic Modeling slide 16.


� Proposed Regulation for a California Renewable Electricity Standard:  Initial statement of Reasons, A-16.


� A renewable energy resource whose electrical generation was both approved by the POU Governing Board and reported to the CEC, as contributing towards the POU’s RPS eligible generation on or after January 1. 2003 and prior to September 15, 2009.  See Proposed Regulation, Section 97002(a) (19). 
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