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FINAL REGULATION ORDER

Amend sections 95802, 95830, 95833, 95910, 95911, 95912, 95913, 95920,
95921, 95942, 95943, 96010, and 96022, title 17, Caiifornia Code of Regulations
~ tfo read as follows: _

Note: The original regulatory text is shown in plain type. The amendments are
shown in underline and strikethreugh to indicate additions and deletions, |
respectively. All other portions of the Cap and Trade regulation remain
unchanged and are indicated by “**" for reference.

Article 5. California Cap on Greenhouse Gas Emissions and
Market-Based Compliance Mechanisms to Allow for the Use of
Compliance Instruments Issued by Linked Jurisdictions

§ 95802. Definitions. 7

(a) Definitions. For the purposes of this article, fhe following definitions shall
apply:

kEE

(17) “Auction” means the process of seliing California Greenhouse Gas

Allowances, along with aliowances from External Greenhouse Gas.

Emissions Trading Systems with which California has Ii_nked its Cap-

and-Trade Program pursuant to subarticle 12, by offering them Llp for

bid, taking bids, and then distributing the aliowances to winning
bidders.

k%

(53) Compliance Instrument” means an allowance or offset. issued by ARB

or by an External Greenhouse Gas Emissions Trading System io

which California has linked its Cap-and-Trade Program pursuant {o
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subarticle 12, ARB-ofisetcredit or sector-based offset credit. Each
compliance instrument can be used to fulfill a compliance obligation

~ equivalent to up to one metric ton of COze.

kkk

(62 “Covered Entity" means an entity within California that has one or more
of the processes or operations and has a compliance obligation as
specified in subarticle 7 of this reguiafion; and that has emitted,
produced, ifnported, manufactured, or delivered in 20028 or ahy
subsequent year more than the applicable t-hreshold' level specified in
section 95812(a) of this rule. - A |

*kk

(131) “Hold” in the context of a compliance instrument, is to have the serial
number assigned to that instrument registered into an account
assigned to an entity that is registered into the California Cap-and-

Trade Program_or an External Greenhouse Gas Emissions Trading

Sysiem to Whibh California_has linked its Cap-and-Trade Program

pursuant to subarticie 12, or an account under the controi of the

Executive Officer.

*hE

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
- Health and Safety Code. Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and
30800, Health and Safety Code.
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Subarticle 5. Registration and Accounts

§ 95830. Registration with ARB.

wRE

(h)  Linking. When California links to an External GHG ETS, each entity must

reqgister into a jurisdiction based on the physical location information the

entity must provide pursuant to section 95830(cH{1)(A).

(1) . An entity located in California or in a jurisdiction operating an External

GHG ETS to which California has linked pursuant to subarticle 12 must

register with the jurisdiction in which they are Iocated.

(2) - An entity located in the United States may only register with Californ]é |
to participate in its CaD and-Trade Program. '

(3) . California will recognize the registration of an entity that registers into |
an External GHG ETS to which California has linked pursuant {o

subariicle 12 and allow that entity to participate in the California Cap-
and-Trade Program.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code. Reference: Sections 38530, 38560.5, 38564 38565, 38570 and
39600, Health and Safety Code.

§ 95833. Disclosure of Corrporate Associations.

khk

()  Consolidation of Accounts for Corporate Associations.

®dkk

(3) To opt out of consolidation of accounts, the primary account
representative or a.iternate‘ account representative for an entity within
the cbrporate association must provide to the Executive Officer by
October 1, 2012: |

Rk
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(4)  If an entity registered in the California Cap-an'd—Trade Program has a

direct corporate association with an entity(ies) registered in an External

‘Greenhouse Gas Emissions Trading Svstern to which Califomia has

linked its Cap-and-Trade Proqram pursuant to subarticle 12 the entity

registered in the California Cap and-Trade Program must opt out of

consolidation with the entity(ies) registered in an External Greenhouse

Gas Emissions Trading Svstem' and meet all the requirements of
section 95833(f)(3) except for the October 1, 2012 deadline. -

© (45) To consolidate the accounts for a corporate association the_Exécutivé

Officer shall instruct the accounts administrator to:

Fkk

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code. Reference: Sections 38530, 385605 38564 38565, 38570 and
39600, Health and Safety Code.

Subarticle 10. Auction and Sale of California Greenhouse Gas
Allowances

§ 95910. Auction of California GHG Allowances.

(a) © Timing of the Allowance Auctions.
(1)  In 2012, an auction will be heid on November 14.
(2) Beginning in 2013, auctions shall be conducted on the twelfth business
day in California or a jurisdiction operating an External GHG ETS to

which California has linked pursuant to subarticle 12 of the second

month of each calendar quarter.

k¥

NOTE: Authority cite'd: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 38601,
Health and Safety Code. Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and
39600, Health and Safety Code.
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§ 95911. Format for Auction of California GHG Allowances. |
(a)  Auction Bidding Format.

Kkk

(5) " The allowances for auction in section 95911(a)(3) will also include

allowances from a jurisdiction operating an External GHG ETS system

to which California has linked pursuant fo subarticle 12.

wkH

(¢} Method for Setting the Auction.Reserve Price.

Jekk

- (3) Theauction administrator wil calculate the Auction Reserve Price
using the following procedure:

kX

(C) The auction administrator shall set the exchange rate as the

- most recently availabie noon daily buying rate for U.S. and

Canadian dollars as published by the Bank of Canada, and shall -

announce the exchange rate prior to the opening of the auction

window.

() The Auction Reserve Price in Canadian dollars shall be the

Canadian dollar Auction Reserve Price for the previous calendar

vear increased annually by 5 percent plus adjusted in the

manner provided for in section 83.3 of the Financial
Administration Act (R.S.Q.. ¢. A-6.001) of Quebec.

(E) The auction administrator will use the announced exchange rafe

to convert to a common currency the Auction Reserve Prices

previously calculated separately in U.S. and Canadian dollars.

The auction administrator will set the Auction Reserve Price

egual fo the higher of the two values.

dk%k
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(5) The Auction Reserve Price in section 95911(c)(2) will be announced

on the first day in December that is a business day in California and in

any jurisdiction operaﬁ_nq an External GHG ETS to which California

has linked bursuant to subarticle 12 and the Reserve Price shall also

be stated in the currency (or currencies) used in an External GHG ETS

to which California ha&s linked pursuant to subarticle 12.

ek

NOTE: Autﬁority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code. Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and
39600, Health and Safety Code. -

§ 95912. Auction Administration and Participant Application. -

kK

(c) ' Auction Notification. At least 60 days prior to each auction, the auction
administrator shall publish the following information:
(8) If California has linked fo a jurisdiction operating an External GHG ETS
pursuant to subarticle 12, the number of aliowances in section

05912(c)(6) will also include the allowances made available by the

linked jurisdiction.

*%kk

()  Awuction participants must provide a bid guarantee to the financial services
administrator at least 12 days prior to the auction.
(1)  The bid guarantee must be in one or a combination of the following
forms:
“(A)  Cash in the form of a wire transfer or certified funds, such as a
bank check or cashier’s check;
(B)  An irrevocable letter of credit issued by a financial institution
with a United States banking license; or
(C) A bond issued by a financial institution with a United States

banking license.



California_Air. Resources Board

(D) -The bid guarantee submitted by any entity registered with
California will be in U.S. dollars. |
| (E) The bid guarantee will be in the currency used by the jurisdiction
with which the entity has registered.

Yok

NOTE: Authbrlty cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code. Reference: Sectlons 38530, 385605 38564, 38565, 38570
and 39800, Health and Safety Code.

§ 95913. Sale of Allowances from the Allowance Price Containment
Reserve. | |

L

(d) Timing of Reserve Sales..

Fekk

(4) The subseguent Reserve sales in section 95913((d)(2), shall be

conducted on the first day six weeks after each.quarteriy allowances

auction scheduled pursuant to section 85910 that is also a business

day in California and any linked jurisdiction operating an External GHG
ETS to which Calfornia has linked pursuant to subarticle 12.

*Ek

(i) Entities registered in an External GHG ETS to which California has linked

pursuant to subartidle 12 are not eligible to purchase from the Reserve.

NOTE: Authority cited: Sections 38510, 38560, 38582, 38570, 38571, 38580, 39600 and 38601,
Health and Safety Code. Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and
39800, Health and Safety Code.
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Subarticle 11. Trading and Banking
§ 95920. Trading.
@ '_ The holding limit in section 95920(a) shall include holdings of any
allowances issued by a jurisdiction operating an External GHG ETS to

which California has linked pursuant to subartcle 12.
{h)  The “Annual Allowance Budget” in section 95920(d} is calculated as the
sum for the current budget year of the annual compliance budgets of:

California and all External GHG ETS proqrams to which California has |

linked pursuant fo subarticle 12. The “Annual Allowance B'udqet" in

section 95920(e) is calculated as the sum for a budget vear of the annual

- compliance budgets of California and all _Extem'a! GHG ETS programs fo

~which California has linked pursuant to subarticie 12,

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39'600 and 39601, |
Health and Safety Code. Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and
30600, Hezith and Safety Code.

§ 95921. Conduct of Trade.

EET

(b)  Information Requirements for Transfer Requests. Parties to the transfer
request agree to provide documentation about the transaction for which
the transfer request was submitted upon the request of the Executive
Officer. The following information must be reported to the accounts
administrator as part of a transfer request before any transfer of

allowances can be recorded on the tracking system:

ks
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(7) . If California links fo Canadian jurisdictions pursuant to subarticle 12,
' the price of the compliance instrument may be reported in Canadian
dollars in section 95921(b)(6).

e

NOTE: Authority cited; Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Heaith and Safety Code. Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and
39600, Health and Safety Code. .

‘Subarticle 12. Linkage t(j External Greenhouse Gas Emissions
Trading Systems

§ 95942, Appmvai—interchahgé of Compiliance instruments from-with

- Linked External Greenhouse Gas Emissions Trading SystemsGHG-ETS.

33

{(d)  Once alinkage is approved, a compliance instrument issued by California

may be used to meet a compliance obligation within the approved External
GHG ETS.

(e)  Once a linkage is approved, a compliance instrument issued by the linked

jurisdiction may be used to meet a compliance obligation in California.

[4)] The administrator of the approved Exiernat GHG ETS must agree to

inform the Executive Officer of any California compliance instruments that

the External GHG ETS accepts for compliance.

(@) The Executive Officer will agree to inform the appropriate official in the

approved External GHG ETS of any compliance instrument accepted by

California for compliance.
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(h)  The Executive Officer will register into the Retirement Account compliance

instruments issued by California that are used for compliance within the

approved External GHG ETS, along with information identifying the'

External GHG ETS actually retiring the compliance instruments.

NOTE: Authority cited: Sections 38510, 38560, 38562 38570, 38571, 38580, 39600 and 33601,
Health and Safety Code. Reference: Sections 38530 38560.5, 38564, 38565 38570 and
39600 Health and Safety Code. _

§ 95943. ReservedforkLinkageLinked External GHG ETS. [Repealed]

Covered or opt-in entities may use compliance instruments issued by the

s followmq programs to meet their compliance obligation under this article. -

(@) - Government of Quebec (effectlve Januar\r1 2014).

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code. Reference: Sections 38530, 38560.5, 38584, 38565, 38570 and
39600, Health and Safefy Code. '

Subarticle 15. Enforcement and Penalties

§ 96010. Jurisdiction.

*kk

(b)  The purchase or holding of a compliance instrument issued by ARB:,

unless the entity holding the compliance instrument is registered in an

approved External GHG ETS pursuant to subarticle 12;

Fdek

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 38601,
Health and Safety Code. Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and
39600, Health and Safety Code. _

10
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Subarticle 16. Other Provisions

§ 96022 Jurisdiction of California.

Any party that partlclpates in the Cap-and-Trade Program is subject to the -
- jurisdiction of the State of California unless the party is subject to the jurisdiction
of an External GHG ETS to which California has linked its Cap-and-Trade

Program pursuant to section 95830(h) and subartficie 12..

NOTE: Author!ty cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 38600 and 39601
. Health and Safety Code. Reference: Sections 38530 38560.5, 38564 38565 38570 and
39600, Health and Safety Code. .
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