State of California
AIR RESOURCES BOARD

Resolution 11-33
October 20, 2011

Agenda ltem No.: 11-8-2

WHEREAS, the Legislature enacted the Global Warming Solutions Act of 2006
(AB 32; Health and Safety Code section 38500 et seq.), which declares that global
warming poses a serious threat to the environment of California and creates a

comprehensive multi-year program to reduce greenhouse gas (GHG) emissions that
cause global warming;

WHEREAS, AB 32 designates the Air Resources Board (ARB or Board) as the S{ate

agency charged with monitoring and regulating sources of GHG emissions in California
in order to reduce these emissions;

- WHEREAS, Health and Safety Code sections 39600 and 39601 authorize ARB to adopt
standards, rules and regulations and to do such acts as may be necessary for the

proper execution of the powers and duties granted to and imposed upon the Board by
law;

- WHEREAS, Héalth and Safety Code section 38597 authorizes the Board to adopt by
regulation a schedule of fees to be paid by the sources of GHG emissions;

WHEREAS, Health and Safety Code section 38597 requires that the fees be deposited
into the Air Pollutlon Control Fund and would be available, upon appropriation by the
Legislature, for purposes of carrying out AB 32;

WHEREAS, on September 25, 2009, the Board voted to approve the AB 32 Cost of
Implementation Fee Regulation (Fee Regulation};

WHEREAS, the Fee Regulation is set forth in sections 95200- 95207, title 17, California
Code of Regulations (CCR) and became effective on July 17, 2010;

WHEREAS, for the 2007/2008 fiscal year, expenditures by ARB and the California
Environmental Protection Agency (Cal/EPA) for AB 32 implementation were supported
by loans. ARB received a loan of approximately $15.2 million from the Motor Vehicle
Account (MVA) through the approved Budget and Cal/EPA received a loan of
approximately $300,000 (SB 77, Chapter 171, Statutes of 2007; and SB 78,

Chapter 172, Statutes of 2007);

WHEREAS, for the 2008/2009 fiscal year, the expenditures by ARB and Cal/EPA were
covered through a $32 million loan from the Beverage Container Recycling Fund
(Recycling Fund). The loan was approved with repayments detailed in the Budget Act
(AB 1781, Chapter 268, Statutes of 2008);
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WHEREAS, for the 2009/2010 fiscal year, the expenditures by ARB and Cal/EPA were
covered through a $35 million loan from the Recycling Fund. The loan was approved
with repayments detailed in the Budget Act (SBX3 1, Chapter 1, Statutes of 2009);

WHEREAS, the revenues from the fee support repayment of loans, AB 32 program
implementation activities undertaken by ARB, Cal/EPA, and other State agencies that

have positions approved by the Legislature, and other specific costs that are directly
linked to AB 32;

WHEREAS, the proposed amendments are intended to conform the Fee Regulation
with the proposed amendments to ARB’s Regulation for the Mandatory Reporting of
Greenhouse Gas Emissions (MRR);

WHEREAS, aligning the Fee Regulation to the MRR includes exempting electricity
generating facilities with annual emissions between 2,500 metric tons CO, to 10,000
metric tons CO, equivalent;

WHEREAS, the proposed amendments include various modifications and clarifications
to the existing regulatory language, including modifications to several definitions and
minor changes to improve clarity;

WHEREAS, the Board has considered the impact of the proposed amendments on the
economy of the State and the potential for adverse economic impacts on California
business enterprises and individuals;

WHEREAS, the California Environmental Quality Act and Board regulations require that
no project which may have significant adverse environmental impacts be adopted as
originally proposed if feasible alternatives or mitigation measures are available to
reduce or eliminate such impacts; Staff's analysis concluded that the proposed
amendments consist of administrative changes that do not result in a physical change to
the environment, directly or indirectly;

WHEREAS, a public hearing and other administrétive proceedings have been held in
accordance with the provisions of Chapter 3.5 (commencing with section 11340), part 1,
division 3, title 2 of the Government Code;

WHEREAS, the Board finds that:

The proposed amendments are authorized by California law and satisfy the
requirements of Health and Safety Code section 38597;

The economic impacts of the proposed amendments have been analyzed as
required by California law, and the conclusions and supporting documentation for
this analysis are set forth in the Initial Statement of Reasons;

There is no possibility that the amendments may have a significant effect on the
environment;
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The proposed amendments are consistent with ARB’s environmental justice
policies and equally benefit residents of any race, culture, or income;

The reporting requirements of the proposed amendments which apply to
businesses are necessary for the health, safety, and welfare of the people of the
State; and

No reasonable alternative considered or that has otherwise been identified and
brought to the attention of ARB would be more effective in carrying out the
purpose for which the amendments are proposed, or be as effective and less
burdensome to affected private persons and businesses than the proposed
amendments.

WHEREAS, the Board further finds that:

The proposed regulations will not result in any significant adverse environmental
impacts.

NOW, THEREFORE, BE IT RESOLVED that the Board hereby approves the adoption
of the proposed amendments to sections 95201, 95202, 95203, 95204, and 95205,
title 17, California Code of Regulations, as set forth in Attachment A, with the
modifications set forth in Attachment B hereto.

BE IT FURTHER RESOLVED that the Board directs the Executive Officer to adopt the
amendments to sections 95201, 95202, 95203, 95204, and 95205, title 17, California
Code of Regulations, with the modifications set forth in Attachment B and such other
conforming modifications as may be appropriate, after making the modified regulatory
language and any additional supporting documents and information available for public
comment for a period of 15-days, provided that the Executive Officer shall consider
such written comments regarding the modifications as may be submitted during this
period, shall make modifications as may be appropriate in light of the comments
received, and shall present the regulations to the Board for further consideration if he
determines that this is warranted.

BE IT FURTHER RESOLVED that the Board directs the Executive Officer to continue to
work with fee paying facilities and entities to reconcile and correct emissions data used
to calculate the fee, if warranted, to ensure that invoices are accurate.

| hereby certify that the above is a true and
correct copy of Resolution 11-33, as adopted
by the Air Resources Board.

N

Mary Aliée Morency, él@e Board
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Resolution 11-33

October 20, 2011

Identification of Attachments to the Board Resolution

Attachment A: Proposed Amendments to the AB 32 Cost of Implementation Fee
Regulation, as set forth in Appendix A to the Initial Statement of
Reasons, released August 31, 2011.

Attachment B: Staff's Suggested Modifications to the Original Proposal (distributed
at the October 20, 2011 Board hearing).



Attachment B
STAFF’S SUGGESTED MODIFICATIONS TO THE ORIGINAL PROPOSAL

| PROPOSED AMENDMENTS TO THE
AB 32 COST OF IMPLEMENTATION FEE REGULATION

October 20, 2011

This attachment shows the modifications to the originally proposed regulatory language.
The originally proposed regulatory language is shown in underline to indicate additions
and strikeeut to indicate deletions. The modifications made to this language are shown
in double underline to indicate additions and deuble-strikeest to indicate deletions.
Shown below are only those portions of the originally proposed language that have
been modified.

AB 32 Cost of Implementation Fee Regulation

Amend section 95201(a)(1)(D} and section 95201(a)(4)(B), title 17, California Code
of Regulations to read as follows:

§ 95201. Applicability.

(a) This subarticle applies to the following entities. The terms used below are
defined in section 95202.

(1) Natural Gas Utilities, Users, and Pipeline Owners and Operators that
. listribute deliver or use natural gas in California.

(D) All owners or operators of interstate intrastate pipelines that are
not included in subsection 95201(a)}(1)(A), that distributedeliver
natural gas directly to end users. Fees shall be paid for each therm of
radtral natural gas distributeddelivered directly to end users, except
for natural gas delivered to electricity generating facilities.

(4) First Deliverers of Electricity.

(B) For electricity delivered in California on or after January 1, 2011,
any owner or operator of a grid-dedicated, stand-alone electricity
generating facility in California that delivers electricity to the California
fransmission and distribution system, and any electricity importer that
is the purchasing-selling entity that delivers electricity at its first point
of delivery in California. Fees shall be paid for each megawatt-hour
of net power generated by combustion of natural gas, coal or other
fossil fuels (except California diesel) at a grid-dedicated, stand-alone
electricity generating facility in California, and reported pursuant to




section 95112 of the Mandatory Reporting Regulation. Fees shall
alsg be paid for each megawatt-hour of imported electricity reported
pursuant to section 95111 of the Mandatory Reporting Regulation if
the electricity is from either unspecified sources or specified sources
that combust natural gas, coal, or other fossil fuels (except California
diesel). For multi-jurisdictional retail providers, fees shall be paid
only for each megawatt-hour of wholesale sales delivered to a first
point of delivery in California. '

1. No fee shall be paid for any megawatt-hour of electricity that is
not required to be reported pursuant to the Mandatory Reporting

Regulation.

2. No fee shall be paid for any megawatt-hour of renewable
energy, nor for replacersent electricity for variable renewable
resources that meets the requirements for a zero emission factor

Amend section 95202(a), title 17, California Code of Regulations, to read as
follows:

[Note: Section 85202(a) contains many definitions. Shown below are only those
definitions where modifications have been made to the originally proposed
language.]

§ 95202. Definitions.

(a) Forthe pufposes of this subarticle, the following definitions shall apply:

(18) ’California balancing authority” means a balancing authority with control
. over a balancing authority area primarily located in the State of California.
' A California balancing authority is responsible for the operation of the
transmission grid within its metered boundaries which may extend beyond
the geographical boundaries of the State of California.

(48 22 23)“Carbon dioxide equivalent” or “CO2 equivalent” or “CO2e"COE2 o
GO, equivalent” means the number of metric tons of CO2 emissions with
the same global warming potential as one metric ton of another

greenhouse gas._For the purposes of this subarticle, global warming
potential values listed in Table A-1 of 40 CFR Part 98 are used to

determine the CO, equivalent of emissions.-a-+measurefor-comparing




(26-31)"Cogeneration” means an integrated system that produces electric energy

(39)

(42)

and useful thermal energy for industrial, commercial, or heating and
cooling purposes, through the sequential or simultaneous use of the
original fuel energy. Cogeneration must involve ensie generation of
electricity and useful thermal energy and some form of waste heat
recovery. Some examples of cogeneration include: (A) a gas turbine or
reciprocating engine generating electricity by combusting fuel and then
uses a heat recovery unit to capture useful heat from the exhaust stream
of the turbine or engine; (B) steam turbines generating electricity as a
byproduct of steam generation through a fired boiler: (C) Cogeneration
systems in which the fuel input is first applied to a thermal process such
as a furnace and at least some of the heat rejected from the process is

then used for power production. For the purposes of this subarticle, a
combined-cycle power generation unit, where all of the generated steam is
used for electricity generation, is not considered a cogeneration unit.

“Covered emissions” mean all emissions included in a compliance
obligation under sections 95852 through 95852.2 of the Cap-and-Trade

Regulation, regardless of whether the Cap-and-Trade Requlation imposes

a compliance obligation for the data xear:"

“Direct delivery of electricity” or “directly delivered” means electricity that
meets any of the following criteria:

A The facility has a first point of inferconnection with a California

balancing authority;

(B) The facility has a first point of interconnection with distribution
facilities used to serve end users within a California balancing
authority area;

C The electricity is scheduled for delivery from the specified source
into a California balancing authority via a continuous transmission
path from interconnection of the facility in the balancing authority in
which the facility is located fo a final point of delivery located in the

state of California; or
D There is an agreement to dynamically fransfer electricity from the

facility to a California balancing authority.

(36 48 49)"Electricity importers”_are marketers and retail providers that deliver

heldtitlets impotted electricity. For electricity delivered between

balancmq authorltv areas, the electricity importer entity-thai-holds-title-te
, ety is identified on the NERC E-tag as the purchasing-




selling entity (PSE) on the last segment of the tag's physical path- with the
point of receipt located outside the State of California and the point of
delivery located inside the State of California._For facilities physically

located outside the State of California with first point of interconnection to
a California balancing authority's transmission and distribution system, the
importer si the facility operator or scheduling coordinator. Federal and

State agencies are subject to the regulatory authority of ARB under this
article and include Western Area Power Administration (WAPA),

Bonneville Power Administration (BPA) and Callfornla Department of
Water Resources (DWR) Bhen S —reaulat

(84-67)"'Generated electricity” means electricity generated by an electricity

(66 &2

generating unit af the reporting facility. Generated electr|C|tv does not
include any electricity wheeled-thraugh-the-facil ity that is
generated outside the facmtv and deilvered lnto the facmtv W|th final
destlnatlon outside of the facility.

75)"Imported electricity” means electricity that-is-generated outside _the
State of California and delivered to a—ﬁiﬂet—pemt—ef—dehve%hte—serve load
located inside the State of California. Imported electricity includes
electricity delivered across balancing authority areas from a first point of
receipt located outside the State of California, to the first point of delivery
located inside the State of California, having a final point of delivery in

- Callifornja. Imported electricity includes electricity imported into California

over a multi-jurisdictional retail provider's transmission and distribution
system, or electricity imported into the State of California evesa from a
facility or unit physically located outside the State of California with the first
point of interconnection tg a California balancing authority’s transmission
and distribution system. Imported electricity includes electricity that is a
result of cogeneration located outside the State of California. Imported

electricity does not include electr|0|ty wheeled through Callfornla, defined

Dursuant to thls subsectlon

Calife mt-finatpoint-oi-delivery-cutside-California Imgorted electnmtl
g_oes not mclude eIectnmtl |mgorted mto the Callforma Independent
System Operator (CAISQO) balancing authority area to serve retail
customers that are located within the CAISO balancing authority area, but

outside the State of California.-with-a-final-point-ef-delivery-in-Galifornia-
- imported-electrisity- does-notinclude:




(82 &4 _4_)“Marketer” means a purchasmg-—lsellmg entlty that ellvers elec;rlg!;;g

(86 488 112)“Purchasing-e+selling entity” or “PSE" "PSE” means fer—pumese&ef—thrs
Fegmaiﬂeﬁ—anthe mﬁ%em#entlty that § BHe] :

path seqment

(0= 113)"Quallfled exports” means emissions ciated-with electricity that is
exported in the same hour as imporied electrlmtv and documented by

- NERC E-tags. YVhen imports are not documented on NERC E-tags,
because a facility or unit located outside the State of California has a first
point of interconnection with a California balancing authority area, the
reporting entity may demonstrate hourly electric delivery consistent with
the record keeping requirements of the California balancing authority area,
including records of revenue quality meter data, invoices, or settlements

data. Only electricity exported within the same hour and by the same RSE
importer as the imported electricity is a qualified export. It is not necessary
for the imported and exported electnmtv to enter or leave Callfornla at the
same intertie. Emmiss 556618 ,

(84 422 124)"Specified source_of electricity” or “specified source-ef—pewe;
means a particular-generatingfacility or unit erwhich is permitted to be

claimed as the source of ismpered electricity delivered by-an-electrisity
imperter. The reporting entity elestrieityv-irperter must have either full or
partial ownership in the facility/unit or a written contract to procure
electricity generated by that facility/unit. Specified facilities/units include
cogeneration systems. Specified source also means electricity procured




from an asset—controllmq suppher recoghized by the ARB. eleetneﬂv

(99 4308 131)“Unspecified source of electricitypewer’ or “unspecified source”

means a-seurce-ofelectricity procured and delivered without limitation at
the Ilmg of transactlon toa sggggflc facility's or unlt’ s generation.

Unspemﬂed SOUrces contrlbute to the bulk svstem power pool and tvplcallv
are dispaichable, marginal resources that do not serve baseload.

Amend section 95203(b) and section 95203(m), title 17, California Code of
Regulations to read as follows:

(b) Common Carbon Cost.
The Executive Officer shall calculate a Common Carbon Cost (CCC), which

represents the annual cost per MTCO; emitted. The CCC shall be calculated in
accordance with the followmg formula:

CCC = ‘
TRR
(Qc X EFc) + Qcc + Qrga"' (Qng X Ean) + (Qag) + (Qg X EFQ) + (Qd X EFd) + (Qie X EFie) + Qpe
Where '
TRR = Total Required Revenue, as specified in subsection

95203(a).

(Qc x EF¢) = Statewide quantity of emissions from coal, or petroleum coke
(Fee Regutation only), except that used in an electricity
generating facility, calculated as the sum of:

(Qv x EFp) = Quantity of bituminous coal (Qy) x emission
factor for bituminous coal (EFy); -

(Qu x EF)) = Quantity of lignite 6oal (Qy) x the emission factor
(EF)) for lignite coal;

(Qa x EF,) = Quantity of anthracite coal (Q) X the emission
factor (EF,) for anthracite coal;



Qrga =

« Qng

EF, =
Qq =

EFd=,

(Qsp X EFgp) = Quantity of subbituminous coal (Qgp)x the
emission factor (EF ) for subbituminous coal;

(Qpe x EFpe) = Quantity of petroleum coke (Fee Regulation
only} (Qpe) X the emission factor (EF ) for petroleum coke
(Fee Regulation only)

Statewide quantity of emissions from catalyst coke (Fee
Regulation only), except that used in an electricity
generating facility

Statewide adjusted quantity of emissions from refinery fuel
gas, except that used in an electricity generating facility

Statewide quantity, in therms, of natural gas supplied for all
uses except electricity generating facilities during the
reporting period

Emission factor of MTCO, for natural gas

Statewide quantity of emissions from associated gas_(Fee
Regulation only)

Statewide quantity of gasoline supplied during the reporting
period. This is the volumetric sum of California gasoline
produced or imported into California and the amount of
finished CARBOB product produced or imported into .
California. The finished CARBOB product is calculated as
the volume sum of the CARBOB plus the maximum amount
of oxygenate designated for each volume of CARBOB.

Emission factor of MTCO; for each supplied gallon of
California gasoline-

Quantity of California diesel fuel supplied during the
reporting period

Emission factor of MTCO; for each supplied gallon of
California diesel fuel

(Qie X EFje) = Quantity of emissions from delivered-electricity delivered in

California as the sum of:



(Qsp x EFgp) = Quantity of MWh of electricity delivered from
each specified source multiplied by the emission factor for
that specified source;

{Qusp x EFsp) = Statewide quantity of MWh of electricity
delivered from unspecified sources multiplied by the default
emission factor for unspecified sources.

Minus

(Qqe X EFge) = Quantity of MWh of qualified exports from
each epesified source multiplied by the emission factor for
that speeified source.

Qpe = Quantity of process emissions from cement manufacturing. '

Fee Liability for Delivered-Electricity Delivered in California.

The Executive Officer shall calculate the fee liability for each entity
reporting pursuant to section 95204(g) based on the quantity of electricity
delivered, as follows:

FS, = Z(EFRd X QMd) - Y (EFRge X QMge) - (CCC x QMgps)
Where:

FSi = Fee for each entity

QMq = Quantity of MWh of delivered-electricity delivered in Célifomia from
each specified source,-asset-owning-or asset-controlling supplier, or
unspecified source, as appropriate

EFRq = Electricity fee rate for electricity from each specified source, asset-
ewning-er-asset-controlling supplier, or unspecified source, as appropriate

2{EFRge x QMgq) = Sum of products for each hour in which the entity

exports electricit

EFRqe = Electricity fee rate for electricity from gqualified exports frem-each

sedree Using the lowest emission factor of any portion of the gualified
exports or corresponding imports for the hour

QMqe = Quantity of MWh from gualified exports from-each-soures as the
lower of either the quantity of exports or imports for the hour

CCC = Common Carbon Cost




QMgrps = Quantity of MWh generated by each California eligible renewable
resource located outside the State of California, procured by the reportin

entity, registered with ARB pursuant to section 95111(g)(1) of the

Mandatory Reporting Regulation and meeting requirements pursuant to

section 95852(b)(4) of the Cap-and-Trade Regulation,

Amend section 95204(c)(3) and section 95204(d)(1), title 17, California Code of
Regulations to read as follows:

~ §95204.

()

(d)

Reporting and Recordkeeping Requirements.

Timeline for Reporting.

(3) Each electricity importer required to report under this subarticle
must submit a report for the 2011 and subsequent reporting years
to ARB no |ater than June 1 of the following vear. each vear. Each
facility owner or operator and fuel supplier required to report under
this subarticle must submit a report for the 2011 and subsequent
reporting years to ARB no later than April 10 of the followmq year
and each year thereafter.

Natural Gas Utilities, Users and Pipeline Owners and Operators.

(1) All public utility gas corporations and publicly owned natural gas utilities
operating in California must annually report the aggregate quantity of
therms of natural gas delivered at the meter to all end users, aad including

the aggregate quantity of therms of exeluding-natural gas delivered to
electricity generating facilities.

(2) All owners or operators of intrastate pipelines that distributedeliver
natural gas directly to end users must annually report the aggregate
quantity of therms of natural gas directly distributeddelivered- at the meter to
all end users, ané including the aggregate gquantity of therms of exeluding
natural gas delivered to electricity generating facilities.




