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January 11, 2016

MEMO TO:      California Air Resources Board
                        1001 “I” Street 

                        Sacramento, CA 95812-2828

ATTENTION:   Ms.  Rajinder Sahota
                        Chief, Climate Change Program Evaluation Branch
FROM:             Iberdrola Renewables, LLC


RE: Potential 2016 Amendments to the Cap and Trade Regulations

Iberdrola Renewables, LLC (Iberdrola) appreciates the opportunity to comment on potential revisions to the California Air Resources Board’s (CARB’s) Mandatory Reporting Regulations  (MRRs) and Cap and Trade (C&T) Regulations as outlined at the CARB Workshop held on December 14, 2015.  While the December 14 Workshop also focused on California’s Plan for Implementation of the US EPA’s Clean Power Plan (CPP), these comments focus only on the RPS Adjustment provisions connected with the MRR and C&T Regulations.  This is not to suggest, however, that Iberdrola does not have an interest in California’s plan for Clean Power Plan (CPP) implementation; rather, the RPS Adjustment provisions are of a more urgent nature.

Abstract
CARB’s recent changes to regulations and guidelines (or interpretations thereof) related to the RPS Adjustment have introduced considerable uncertainty and negatively impacted the market for “Product Content Category 2” (“PCC2”) RPS transactions, to the detriment of the RPS market and California ratepayers.
Iberdrola strongly urges the CARB to take immediate steps to synchronize the MRR and C&T Regulations with the California RPS Program; specifically as it relates to upholding the integrity and marketability of PCC 2 contracts.  Following the passage of SB X1 2 (Chapter 1—Statutes of 2011), the California Public Utilities Commission (CPUC), California Energy Commission (CEC), California Independent System Operator (CAISO), utilities, and many other stakeholders spent a year to 18 months in a formal proceeding involving multiple workshops, hearings, and rounds of comments ultimately arriving at a  balanced set of rules that created certainty for the market as well as consistency across California’s energy-related agencies.  Even after the dust had settled and the rules were in place, it took some months for market entities to become comfortable transacting under the new rules.  It is difficult to underestimate the impact of ANY substantive changes to RPS rules—whether direct or indirect--particularly those involving PCC provisions.  Iberdrola therefore implores the CARB to take seriously the role it has with respect to safeguarding the sensitive regulatory balance struck across the agencies as a result of the SB X1 2 implementation.  
Iberdrola understands and appreciates that the purpose of the Cap and Trade Program  relates to accounting for GHG emission reductions based on state targets.  Notwithstanding this primary obligation, Iberdrola posits that the CARB also has an obligation to “do no harm” to other equally critical California statutorily mandated programs aimed at bettering the environment and the economy as well as the shared goal of addressing climate change impacts.

I. CARB’s requirement for Generation Providing Entities (GPEs) to report energy   imports as “specified” regardless of contractual ownership of the environmental attributes is flawed and unnecessary. 


· CARB’s rules require Iberdrola to report as “specified” any directly delivered energy imported irrespective of the fact that so-called “firming and shaping” contracts are specifically designed to not specify the source or even be in a position to account for the source until after the fact.  First, under the contract, Iberdrola no longer owns any of the environmental attributes to the associated energy.  Further, all REC serial numbers are transferred and easily accounted for if/when the counter-party claims the RPS adjustment.   Referring to GPE rules designed to thwart entities from reporting an artificially lowered unspecified source of power, the requirement has the consequence of forcing Iberdrola to take the benefit of being a lower emitting resource away from our customers.   If Iberdrola reports the power as specified, it’s customer can no longer claim the RPS adjustment even though they hold the environmental attributes.   Under the current rules, with Iberdrola being forced to report low emission power as “unspecified,” California customers are being short-changed the corresponding amount of GHG emission reduction toward state targets; a result that is neither fair nor accurate.
RECOMMENDED SOLUTION:

Allow entities with firming and shaping contracts to report imports as “unspecified” at the unspecified emission factor.  Iberdrola suggests options exist to enable clear registration of REC ownership in order to avoid inaccuracies and double counting.  One option might be adding a REC ownership column on an entity’s “specified source facilities workbook” for EPEs.  Logic could be incorporated into the  CARB reporting template to preclude usage of REC serial numbers without registered ownership.  Alternatively, proof of contractual relationships governing REC ownership could be utilized by verifiers to confirm proper REC accounting.
II. WREGIS reports are not appropriate instruments by which to assess compliance with the requirement to remove “Directly Delivered” energy from the RPS Adjustment claim.

· Despite Iberdrola removing all energy quantities related to direct deliveries from its 2014 report according to CARB regulations (with evidence of all REC serial numbers associated with these transactions that had been transferred to customers and retired), Iberdrola’s independent verifier refused to approve the report because a random sampling of e-tags included on the WREGIS report included some e-tags associated with energy that had been directly delivered by the renewable facility.   To recap from our October 2015 comments, NERC- E-Tags are hourly instruments and the WREGIS reports are monthly; the system is simply not capable of cleanly separating out all REC serial numbers for energy that was directly delivered.  Inevitably, a random sample of a WREGIS report will include some amount of directly delivered energy irrespective of the fact that the reporting entity has meticulously removed every MWh of such energy from its RPS Adjustment claim.  

RECOMMENDED SOLUTION:

Iberdrola has developed a documentation process whereby it would be possible to match the specific sources of generation to REC serial numbers for directly delivered energy, thereby enabling an effective  RPS Adjustment verification using WREGIS reports.  We would be happy to meet with CARB to demonstrate how the information can be generated and tracked.

III.  Coordinate with CPUC and CEC to remedy “seams” issues between the Cap and Trade and RPS Programs.

Several stakeholders at the December workshop suggested that CARB hold a Workshop including CARB, CPUC and CEC staff to ensure that staff across all three agencies are adequately coordinating the programs in a manner that retains 
the integrity of each respective program.  While Iberdrola focuses here on the RPS Adjustment, the CPUC is moving toward assimilating the CARB GHG emission reduction targets within the RPS program.  Clearly a meeting of the two agencies would be productive for many reasons. 
Additionally, as mentioned at the December 14 workshop, Iberdrola remains at your service to spend time with CARB staff to discuss the mechanics of the WREGIS reporting, our documentation and how appropriate evidence can be gathered and presented to ensure against any double counting and maximum GHG accounting accuracy.

Thank you for your consideration of our comments, and we look forward to working with CARB, other agencies and stakeholders to arrive at a solution that works for all. 
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