Ms. Claudia Orlando

California Air Resources Board

1001 “I” Street

Sacramento, CA 95812

SUBMITTED VIA WEB AND EMAIL
July 10, 2009

RE:  Comments of the Center for Energy Efficiency and Renewable Technologies Regarding Including Imported Electricity in a California Cap-and-Trade Program
Dear Ms. Orlando,
The Center for Energy Efficiency and Renewable Technologies (CEERT) appreciates the opportunity to offer comments to the Air Resources Board (ARB) regarding the inclusion of imported electricity in a California Cap-and-Trade program, and asks that the ARB consider the impact of such design characteristics on the clean energy industry.  Our comments below explore some of the possible implications a cap-and-trade program may have on renewable energy developers and purchasers with a focus on expanding, rather than encumbering the renewable energy market.  
Treatment of Renewable Energy Credits and “Null Power”
The design of a cap-and-trade system should recognize the GHG reduction benefits of renewable electricity without imposing unnecessary regulatory compliance burdens on renewable electricity generators.  The treatment of Renewable Energy Credits (RECs) and power from renewable sources that is bundled or unbundled from RECs will have profound impacts on the state’s and region’s renewable energy industry
CEERT is concerned about the following aspects of the interaction between the REC market and the California cap-and-trade program:
· Accurate accounting of emissions and emissions reductions;

· Retention of incentives for the development of renewable electricity;

· Avoidance of perverse incentives  toward higher-emitting generation; and

· Consistent treatment of in-region and out-of-region generators. 

In-State Generation

We understand that the point of regulation for in-state generation will occur at the emissions source.  The Joint Energy Agencies’ Final Opinion on Greenhouse Gas Regulatory Strategies asserts that renewable electricity generators should in no instance be required to purchase allowances.
  Therefore, we assume that in-state renewable generators will not have to hold allowances under any circumstances, even if their power is sold without its Renewable Energy Credits (RECs), or as “null power”.
  Attributing emissions to in-state null power would result in double-counting of emissions, and therefore double-regulation.  With that in mind, under a capped system, both in-state RECs and in-state null power should carry a GHG value of zero.  This assumption is also consistent with the CPUC’s Final Decision on Definition and Attributes of RECs for Compliance with the California RPS (R. 06-02-012, Section 4.1.2.3.2).

Under this approach, GHG accounting under the cap will remain accurate, simple and straightforward, and RECs purchased for RPS compliance will continue to move states toward their targets.  Regional inconsistencies do produce one concern, however, as other states have not adopted such an approach.  Should California move forward with the above approach, it will have to reconcile accounting of RECs with other states in the event of a regional cap-and-trade program administered by the WCI. 
Out-of-Region Generation
CEERT recommends further exploration of the following approaches for dealing with imported RECs and null power, two of which were outlined in the WCI Electricity Subcommittee in a 2008 Discussion Paper
:
· Pair RECs from non-WCI jurisdictions with imported, unspecified or null power to re-specify the power as zero-GHG (Option 2 from the WCI Discussion Paper)
· Import renewable power on a specified basis to receive zero-GHG attribution; RECs from uncapped jurisdictions have no effect on GHG accounting (Option 3 from the WCI Discussion Paper)
· Do not require an FJD purchasing null power on a specified basis to obtain allowances.  To account for the emissions associated with the null power, reduce the amount of allowances available under the cap for the amount of null power emissions entering into the capped region.
  

Careful design of any of the above approaches will be essential to preventing any unintended consequences or market distortions.  We do have a number of additional concerns and opinions associated with each approach, and therefore request a public workshop to fully and publicly discuss the various treatment options and market impacts within California and throughout the region.  CEERT offers additional time and energy to helping the ARB reach a decision on the most equitable, accurate, and effective regulation of imported electricity within a capped system. 

Emission Factors for Unspecified Power

CEERT believes that regulated entities should have the option of specifying power purchased from a renewable source, even if the REC is no longer associated with the electricity.  The California Reporting Requirements should ensure that regulated entities can specify bundled renewable power or unbundled power from a renewable source (null power).   More specifically, CEERT asks that the ARB ensure that renewable electricity and null power can be specified prior to determining the default emissions rate in order to avoid an unnecessarily onerous compliance obligation for renewable energy generators.  
Conclusion
CEERT thanks the ARB its work in designing a cap-and-trade program that covers all imported electricity, and looks forward to exploring the details and implications of such design characteristics on the state’s clean energy industry.  We believe that through careful consideration and design, the ARB can design a program that encourages further development of renewable energy in order to reduce California’s electricity sector’s greenhouse gas emissions. 
Respectfully Submitted,

Danielle Osborn Mills

Regulatory Affairs Coordinator

Center for Energy Efficiency and Renewable Technologies

danielle@ceert.org
� California Public Utilities Commission and California Energy Commission.  Final Opinion on Greenhouse Gas Regulatory Strategies.  Decision 08-10-037,  October 16, 2008.


� Electricity from a renewable facility that is no longer bundled with its REC is referred to as “unbundled renewable energy” or “null power”


� � HYPERLINK "http://docs.cpuc.ca.gov/PUBLISHED/FINAL_DECISION/86954.htm" �http://docs.cpuc.ca.gov/PUBLISHED/FINAL_DECISION/86954.htm�


� � HYPERLINK "http://www.westernclimateinitiative.org/component/remository/Electricity-Committee-Documents/Discussion-Paper-Renewable-Energy-Certificates-(RECs)-Accounting/" �http://www.westernclimateinitiative.org/component/remository/Electricity-Committee-Documents/Discussion-Paper-Renewable-Energy-Certificates-(RECs)-Accounting/�


� This transaction could take place as a set-aside for imported null power, similar to that which CEERT and others have proposed for the voluntary market, or as automatic retirements on behalf of the program administrator.





