[image: image1.jpg]San Francisco
Water Power Sewer

Services of the San Francisco Public Utilities Commission

S




SFPUC Comments on 

CARB’s Second 15-day Package


525 Golden Gate Avenue, 7thh Floor

San Francisco, CA 94102 

T  415.554.0725
F  415.554.1854
TTY  415.554.3488
April 28, 2017 
CALIFORNIA AIR RESOURCES BOARD

Via e-mail

REFERENCE: capandtrade16

SUBJECT: 
Comments of the San Francisco Public Utilities Commission (SFPUC) on the California Air Resources Board (CARB) Second Notice of Public Availability and Modified Text (15-Day Package) Accompanying CARB’s “Public Hearing to Consider Adoption of “Proposed Amendments to the California Cap on Greenhouse Gas Emissions and Market-Based Compliance Mechanism Regulation” 
Dear Sir/Madam:

The San Francisco Public Utilities Commission (SFPUC) remains concerned that CARB’s latest proposed allocation of cap-and-trade allowances to California’s Electric Distribution Utilities (EDUs) continues to fail to recognize the SFPUC’s historically low GHG-emission.  The SFPUC should be rewarded for taking early actions to reduce its GHG-footprint as required by statute.

The SFPUC, as an EDU provides almost 1 million MWh of clean, zero-GHG electric energy to San Francisco’s government facilities and selected retail customers.
  The SFPUC’s zero-GHG footprint is already at a level that California’s other EDUs are unlikely to achieve by the end of the 2030 (or perhaps even the 2040 or 2050) compliance periods.  Adoption of CARB’s latest proposed allocation would drastically reduce the amount of post-2020 allowance revenue that the SFPUC relies on to fund on-going GHG-reducing investments in energy efficiency and renewable energy.  

As noted in our previous comments, CARB should set a floor for allocating allowances that recognizes either the “early action” that the SFPUC has taken in reducing its GHG emissions
  or by accurately recognizing the “GHG cost burden” that even EDUs such as the SFPUC  that are 100% renewable still incur.  Instead, CARB’s latest proposal addresses neither of these concerns.
The requirement to recognize EDUs that have already reduced their GHG emissions is consistent with the Global Warming Solutions Act that requires that “entities that have voluntarily reduced their greenhouse gas emissions…receive appropriate credit for early voluntary reductions.”
  As noted in our previous comments,
 the legislative history accompanying the subsequent passage of Senate Bill (SB)32 (setting the 2030 GHG reduction goal) neither eliminated nor imposed any sunset provisions on “early action” credits after 2020.  Instead, as SB32’s author, Senator Fran Pavley stated; “SB32 ensures that the policy tools currently being utilized to achieve the existing 2020 greenhouse gas target remain available”
 beyond 2020.  The final legislative analysis accompanying SB32 is equally clear that ARB is required “to consider historic efforts to reduce GHG emissions.

Instead, CARB’s latest allocation proposal continues to ignore early action efforts in its allocation formulas.

Secondly, CARB does not accurately address the “GHG cost burden” that even utilities that are 100% renewable, such as the SFPUC, still incur. 

CARB’s proposed allocation continues to set a floor of allocating to each EDU a minimum amount of allowances equal to 5% of their forecasted electric demand even if the EDU is 100% renewable.  CARB continues to provide no documentation as to how this number is derived.  It appears to be based on the need for flexible resources (currently primarily fossil-fueled) to accommodate the ramping up of renewable resources in the morning and ramping-down in the afternoon, as well as fluctuations in output over the course of the day.

As discussed extensively in the SFPUC’s comments, a more appropriate range of 15% to 25% should be adopted.  This higher value represents the even greater variation between renewable energy during the daytime versus night-time hours as well as seasonal fluctuations in the availability of renewable zero-GHG hydroelectric energy.  To address these concerns, the SFPUC proposes that the floor for allocating allowances to utilities that are 100% renewable should be set at a minimum of 20%.  
CARB’s proposed 5% figure would have the perverse effect of penalizing ultra-clean EDUs by failing to provide sufficient allowances to meet their GHG cost burden.  Absent some recognition for the need for utilities with high renewable usage to balance their supply and demand in real-time over the full 24-hour and seasonal cycles, CARB’s current proposal could actually disadvantage these utilities relative to other utilities that have fossil-fueled resources that can be flexibly dispatched to meet their demand. Accordingly, CARB should increase the minimum allocation to EDUs to more accurately reflect actual operating requirements,

Conclusion

The SFPUC appreciates the opportunity to comment on CARB’s proposal and urges CARB to address the above concerns in its latest proposal as CARB moves forward to develop a successful post-2020 cap-and-trade program.

Please feel free to contact us at either (415) 554-1526 or jhendry@sfwater.org if you need any additional information.

/s/James Hendry

James Hendry

Regulatory & Legislative Affairs

San Francisco Public Utilities Commission

cc:
Barbara Hale, AGM-Power


Theresa Cho, Deputy City Attorney


Lori Mitchell, Manager – Renewables

� The SFPUC also operates a Community Choice Aggregation (CCA) program, CleanPowerSF. 


� For example, the SFPUC proposed a minimum or “floor” allocation of 0.17 lb/MWh based on the GHG profile that California’s utilities would need to meet by 2030.  This recognizes utilities, such as the SFPUC, that have already met this requirement more than ten years in advance of the compliance date. 


� Health & Safety Code 38562(b)(3)


� The SFPUC has previously submitted comments on CARB’s previous proposals on November 28, 2016 and January 20, 2017 and incorporates those comments by reference


� Senate Environmental Quality Committee Analysis of SB32, p. 8 (April 27, 2015) quoting Senator Fran Pavley, the author of SB32.


� Senate Third Reading Analysis of SB 32 (Pavley) As Amended June 30, 2016.
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