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State of California
California Environmental Protection Agency
AIR RESOURCES BOARD

Final Statement of Reasons for Rulemaking,
Including Summary of Public Comments and Agency Responses

PUBLIC HEARING TO CONSIDER PROPOSED AMENDMENTS TO THE
REGULATION FOR THE MANDATORY REPORTING OF GREENHOUSE GAS
EMISSIONS

Public Hearing Date: September 18, 2014
Agenda Item No.: 14-7-6

. GENERAL
A. Action Taken in This Rulemaking

In this rulemaking, the Air Resources Board (ARB or the Board) is adopting
amendments to the Regulation for the Mandatory Reporting of Greenhouse Gas
Emissions (Regulation or MRR) to ensure the reported GHG data are accurate and fully
support the California Cap on Greenhouse Gas Emissions and Market Based
Compliance Mechanisms (title 17, California Code of Regulations, section 95800 et
seq.) (Cap-and-Trade Regulation), to integrate the AB 32 Cost of Implementation Fee
Regulation (title 17, California Code of Regulations, section 95201 et seq.) (COIl Fee
Regulation) data reporting requirements into MRR to streamline reporting, and to collect
information needed for the ARB’s statewide greenhouse gas emission inventory and
other ARB climate change programs. The amendments were developed pursuant to
the requirements of the California Global Warming Solutions Act of 2006, also known as
Assembly Bill 32 (AB 32). The amendments are codified at Division 3, Chapter 1,
Subchapter 10 Climate Change, Article 2, 95100, 95101, 95102, 95103, 95104, 95105,
95106, 95107, 95108, 95109, 95110, 95111, 95112, 95113, 95114, 95115, 95116,
95117, 95118, 95119, 95120, 95121, 95122, 95123, 95124, 95129, 95130, 95131,
95132, 95133, 95150, 95151, 95152, 95153, 95154, 95155, 95156, 95157, 95158, and
Appendix A and B, title 17, California Code of Regulations.

The amendments to the Regulation were initiated with the publication of a notice in the
California Notice Register on July 29, 2014 and notice of public hearing scheduled for
September 18, 2014." A Staff Report; Initial Statement of Reasons, entitled “Proposed
Amendments to the Regulation for the Mandatory Reporting of Greenhouse Gas
Emissions” (Staff Report or ISOR), the full text of the proposed regulatory amendments,
and other supporting documentation were made available for public review and

' California Air Resources Board. Notice of Public Hearing to Consider Amendments to the Regulation for the Mandatory
Reporting of Greenhouse Gas Emissions. Posted July 29, 2014. Available online at:
http://www.arb.ca.gov/regact/2014/ghg2014/ghg14notice.pdf
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comment starting on July 29, 2014, running for 45 days through to September 15, 2014.
The regulatory amendments as proposed would:

e Support California’s Cap-and-Trade Regulation by requiring further information in
order to ensure consistency with allocation and the calculation of compliance
obligations;

¢ Integrate the COIl Fee Regulation data reporting requirements into MRR to
provide for streamlined and more consistent data reporting; and

e Ensure that reported GHG emissions data are accurate and complete in order to
support California’s GHG reduction programs, including the statewide GHG
emissions inventory.

At its September 18, 2014 public hearing, the Board approved Resolution 14-322
directing the Executive Officer to consider the topics in Attachment B and make
additional 15-day changes as appropriate to MRR as part of a subsequent 15-day
notice to the rulemaking package.

During the 45-day and the subsequent 15-day public comment period, the public
submitted comments on the proposed amendments.®> The 45-day comment period
commenced on July 29, 2014, and ended on September 15, 2014, with additional oral
and written comments submitted at the September 18, 2014 Board hearing. The 15-day
comment period occurred from October 2, 2014 to October 17, 2014.

At a public hearing held on September 18, 2014, the Board approved Resolution 14-32,
adopting the proposed regulatory amendments, with a small number of modifications
proposed by staff in Attachment B to the Resolution. The Resolution also directed the
Executive Officer to finalize the Final Statement of Reasons (FSOR) for the regulatory
amendments and to submit the final rulemaking package to the Office of Administrative
Law for review. The FSOR provides written responses to all comments received on the
proposed amendments during the 45-day and 15-day comment periods and oral
comments given at the Board hearing on September 18, 2014.

B. Mandates and Fiscal Impacts to Local Governments and School Districts

The Board has determined that this regulatory action will not result in a mandate to any
local agency or school district, the costs of which are reimbursable by the state pursuant
to Part 7 (commencing with section 17500), Division 4, Title 2 of the Government Code.
The Board has also determined that this regulatory action will not create additional costs
or impose a mandate upon any local agency or school district, whether or not it is
reimbursable by the State pursuant to Part 7 (commencing with section 17500),

Division 4, and Title 2 of the Government Code.

2 California Air Resources Board. Board Resolution 14-32. Posted October 2, 2014. Available online at:
http://www.arb.ca.gov/regact/2014/ghg2014/ghg2014.htm

SOAl public comments received on the proposed amendments can be found online at:
http://www.arb.ca.gov/lispub/comm/bccommlog.php?listname=ghg2014
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Some public local government agencies are subject to the current reporting regulation,
such as certain county or city owned sewage treatment works or landfills, local
municipal utility districts or electric retail providers, affecting 31 local government
entities. Some entities will have minor cost increases, and some will have modest cost
savings. Overall, the net fiscal effect on all of the local government agencies combined
is a cost savings of $900 per year.

Staff evaluated small businesses based on reporting requirements from 2012 and 2013.
After a thorough evaluation of the reported data, staff determined that there are no small
businesses subject to this regulation in California.

C. Consideration of Alternatives to the Proposed Amendments

Staff is required to consider alternatives to the proposed amendments for the
Regulation for the Mandatory Reporting of Greenhouse Gas Emissions. For the
reasons set forth in the Staff Report, in staffs comments and responses to comments at
the Board hearing, and in this FSOR, the Board determined that no alternative
considered by the agency would be more effective in carrying out the goals of AB 32, or
would be as effective as and less burdensome to affected private persons, or would be
more cost-effective to affected private persons and equally effective in implementing the
statutory policy or other provisions of law than the action taken by the Board. Further,
none of the options that would have enabled California to meet AB 32 goals were as
cost effective as the proposed Regulation and substantially address the public problem
stated in the notice. Staff provides a discussion of each alternative in Chapter IV of the
Staff Report for the proposed amendments.

II. MODIFICATIONS MADE TO THE ORIGINAL PROPOSAL

A. Modifications Approved at the Board Hearing and Provided for in the 15-
Day Comment Period

Pursuant to the Board direction provided in Resolution 14-32, ARB released a Notice of
Public Availability of Modified Text and Availability of Additional Documents and
Information (15-Day Notice) on October 2, 2014, which placed documents into the
regulatory record and presented the additional modifications to the regulatory text after
extensive consultation with stakeholders.*

B. Non-Substantive Corrections to the Regulation
After the close of the 15-day comment period, the Executive Officer determined that no

additional modifications should be made to the regulations, with the exception of the
non-substantive changes listed below.

* California Air Resources Board. Notice of Public Availability of Modified Text and Availability of Additional Documents. Posted

October 2, 2014. Available online at: http://www.arb.ca.gov/regact/2014/ghg2014/ghg1415daynotice.pdf
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1. Change term “operator” to “reporting entity”: In section 95111(g), the term
“operator” was changed to “reporting entity.” The existing text of section
95111(g) makes clear that the registration requirement applies to “reporting
entities,” not solely to “operators,” and this has also been ARB's long-standing
regulatory practice. In context, the amendments can thus only be understood to
apply to “reporting entities,” like all other relevant requirements in the section,
meaning that the term “operator” in the amendments is clearly a non-substantial
error in a passage which on its face applies only to “reporting entities.” Staff has
therefore corrected this non-substantial error.

The above described modification constitutes non-substantial changes to the regulatory
text because it more accurately reflects the correct applicability of the provision, but
does not materially alter the requirements, rights, responsibilities, conditions, or
prescriptions contained in the regulation.

[ll. DOCUMENTS INCORPORATED BY REFERENCE

The Regulation adopted by the Executive Officer incorporate by reference the following
documents:

1. California Independent System Operator Corporation Fifth Replacement FERC
Electric Tariff, May 1, 2014 (CAISO)
http://www.caiso.com/Documents/ConformedTariff May1 2014.pdf

This document was incorporated by reference because it would be cumbersome, unduly
expensive, and otherwise impractical to publish them in the California Code of
Regulations. The document is lengthy and would add unnecessary additional volume to
the regulation. Distribution to all recipients of the California Code of Regulations is not
needed because the interested audience for these documents is limited to the technical
staff at a portion of reporting facilities, most of whom are already familiar with these
methods and documents. Also, the incorporated document was made available by ARB
upon request during the rulemaking action and will continue to be available in the future.
The document is also available for free on the website specified above.

IV. SUMMARY OF COMMENTS MADE DURING THE 45-DAY COMMENT PERIOD
AND AGENCY RESPONSES

Chapter IV of this FSOR contains all comments submitted during the 45-day comment
period and the September 18, 2014 Board hearing that were directed at the proposed
amendments or to the procedures followed by ARB in proposing the amendments,
together with ARB’s responses. The 45-day comment period commenced on

July 29, 2014, and ended on September 15, 2014, with additional comments submitted
at the September 18, 2014 Board hearing on the proposed amendments.

ARB received 16 letters on the proposed amendments during the 45-day comment
period, including the October 2013 Board hearing. In addition, 9 commenters gave oral



testimony at the September 2014 Board hearing. Commenters included representatives
from the electricity and natural gas sectors, oil and natural gas extraction and refining
sectors, and other reporters. To facilitate use of this document, comments are
categorized into sections, and are grouped for response wherever possible.

Table IV-1 below lists commenters that submitted oral and written comments on the

proposed amendments during the 45-day comment period and at the September 18,
2014 Board Hearing, identifies the date and form of their comments, and shows the

abbreviation assigned to each.



A. LIST OF COMMENTERS

Table IV-1

Abbreviation

Commenter

BERLIN1

Susie Berlin, Northern California Power Agency & M-S-R
Public Power
Board Testimony: 9/18/2014

CALPINE1

Barbara McBride, Calpine Corporation
Written Testimony: 9/15/2014

CCEEB1

Bob Lucas, California Council for Environmental and
Economic Balance
Board Testimony: 9/18/2014

CFRNG1

David Cox, Coalition for Renewable Natural Gas
Written Testimony: 9/15/2014

CFRNG2

David Cox, Coalition for Renewable Natural Gas
Board Testimony: 9/18/2014

IEPA1

Amber Blixt, Independent Energy Producers Association
Written Testimony: 8/8/2014

KCA1

Nicolas Van Aelstyn, Kimberly-Clark Corp
Board Testimony: 9/18/2014

KERN1

Melinda Hicks, Kern Oil & Refining Co.
Written Testimony: 9/15/2014

LADWP1

Cindy Parsons, Los Angeles Department of Water and
Power
Written Testimony: 9/15/2014

LADWP2

Cindy Parsons, Los Angeles Department of Water and
Power
Board Testimony: 9/18/2014

MSR1

Martin Hopper, M-S-R Public Power
Written Testimony: 9/15/2014

MWATER1

Jeffrey Knightlinger, The Metropolitan Water District of
Southern California
Written Testimony: 9/15/2014 (Submitted to C&T)

NCPA1

Susie Berlin, Northern California Power Agency
Written Testimony: 9/15/2014

PCORP1

Mary Wiencke, Pacificorp
Written Testimony: 9/15/2014

PGE1

Matthew Plummer, Pacific Gas and Electric Company
Written Testimony: 9/12/2014

RASBERRY1

Tamara Rasberry, San Diego Gas & Electric
Board Testimony: 9/18/2014




Abbreviation Commenter

SCE1 Frank Harris, Southern California Edison
Board Testimony: 9/18/2014
SCPPA1 Tanya DeRivi, Southern CA Public Power Authority

Written Testimony: 9/8/2014

SEMPRA1 Tamara Rasberry, Sempra Energy Utilities
Written Testimony: 9/15/2014

SMUD1 William Westerfield, Sacramento Municipal Utility District
Written Testimony: 9/15/2014

SMUD2 Tim Tutt, Sacramento Municipal Utility District
Board Testimony: 9/18/2014

WM1 Charles White, Waste Management

Written Testimony: 9/15/2014

WNEC1 Kelle Vigeland, Wheelabrator Norwalk Energy Co, Inc.
Written Testimony: 9/11/2014

WPTF1 Clare Breidenich, Western Power Trading Forum
Written Testimony: 9/3/2014

WSPA1 Catherine Reheis Boyd, Western States Petroleum
Association
Written Testimony: 9/15/2014

WSPA2 Michael Wang, Western States Petroleum Association

Board Testimony: 9/18/2014

B. Electric Power Entity Requirements
Transmission Loss Factor

B-1. Multiple Comments: Application of the transmission loss factor to imports
that are directly connected to a California Balancing Authority

In the 45 day amendments, staff has proposed a revision to section 95111(b)(2) that
would require a transmission loss factor of 2 percent to be applied to all electricity
imports, including specified imports measured at the busbar.

WPTF supports this proposed amendment with one exception. Certain out-of-state
resources, although considered imports under the cap and trade regulation, are in fact
connected directly to the California Independent System Operator or other California
balancing authority area. These resources effectively operate as in-state resources and
should be treated as such. Therefore, WPTF requests that CARB further modify the
regulation to explicitly exempt resources that are physically connected to a California
balancing authority area from use of the 1.02 transmission loss factor:



(2) Calculating GHG Emissions from Specified Facilities or Units. For electricity from
specified facilities or units, the electric power entity must calculate emissions using the
following equation:
Where:
CO2e = Annual CO2 equivalent mass emissions from the specified electricity
deliveries from each facility or unit claimed (MT of CO2e).
MWh = Megawatt-hours of specified electricity deliveries from each facility or unit
claimed.
EFsp = Facility-specific or unit-specific emission factor published on the ARB
Mandatory Reporting website and calculated using total emissions and
transactions data as described below. The emission factor is based on data from
the year prior to the reporting year.
EFsp = 0 MT of COZ2e for facilities below the GHG emissions compliance
threshold for delivered electricity pursuant to the cap-and-trade regulation during
the first compliance period.
TL = Transmission loss correction factor.
TL = 1.02 to account for transmission losses between the busbar and
measurement at first point of receipt in California.
TL = 1.0 for deliveries from resources with a first point of interconnection with a
California balancing authority. (WPTF1)

Comment: Transmission Line Loss Factors §95111(b)(2)
ARB’s 45-Day Proposed Language

(2) Calculating GHG Emissions from Specified Facilities or Units. For
electricity from specified facilities or units, the electric power entity must
calculate emissions using the following equation:

CO,e = MWh xTL x EF,

Where:

CO2e = Annual CO; equivalent mass emissions from the specified
electricity deliveries from each facility or unit claimed (MT of CO.e).

MWh = Megawatt-hours of specified electricity deliveries from each facility

or unit claimed.

EFs, = Facility-specific or unit-specific emission factor published on the
ARB Mandatory Reporting website and calculated using total
emissions and transactions data as described below. The emission
factor is based on data from the year prior to the reporting year.

EFs, = 0 MT of CO.e for facilities below the GHG emissions compliance

threshold for delivered electricity pursuant to the cap-and-trade

regulation during the first compliance period.

Transmission loss correction factor.

1.02 when deliveries are not reported as measured at the busbar,

to account for transmission losses between the busbar and

measurement at first point of receipt in California.

TL
TL
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SCPPA Proposed Revision:

(2) Calculating GHG Emissions from Specified Facilities or Units. For electricity
from specified facilities or units, the electric power entity must calculate
emissions using the following equation:

CO2e = MWh x TL x EFsp
Where:

CO2e = Annual CO2 equivalent mass emissions from the specified electricity
deliveries from each facility or unit claimed (MT of CO2e).

MWh = Megawatt-hours of specified electricity deliveries from each facility or
unit claimed.

EFsp = Facility-specific or unit-specific emission factor published on the
ARB Mandatory Reporting website and calculated using total emissions
and transactions data as described below. The emission factor is based on
data from the year prior to the reporting year.

EFsp = 0 MT of CO2e for facilities below the GHG emissions compliance
threshold for delivered electricity pursuant to the cap-and-trade regulation
during the first compliance period.

TL = Transmission loss correction factor.

TL = 1.02 when-deliveries-are-notreported-as-measured-at-the-busbar; to

account for transmission losses supported by generation outside of between
the busbar and measurement at first point of receipt in a California balancing

authority.

TL = 1.0 when transmission losses are supported by a California
balancing authorltv or paid back usmq electricity sourced from within
California.

1. A one-size-fits-all default transmission loss factor would result in double
counting of GHG emissions for transmission losses and unnecessary Cap-and-
Trade program compliance costs. SCPPA’s recommended revisions would
provide for accurate reporting of transmission losses associated with imported
electricity from specified facilities or units.

2. Compensating for transmission losses occurs naturally as part of the

California balancing authority energy management system action and no
transmission loss number has to be calculated. The balancing action

11



automatically uses the balancing authority’s internal generation to compensate
for the transmission losses. Therefore, CO2e emissions associated with a
balancing authority’s function to support transmission losses are embedded in
its internal generation data and is already accounted for.

3. For transmission losses incurred by other entities, the entity that supported
the losses needs to be compensated for the generation used to support its
transmission usage. Return of transmission losses is also known as loss
payback. When the loss payback is in the form of generation sourced from
within California, the emissions for the energy used to pay back the
transmission losses are already accounted for under the reporting
requirements. Thus, in this situation, the transmission loss factor should be 1.0.

4. Applying a transmission loss factor of 1.02 in cases where transmission
losses are compensated for with California generation would overstate
emissions for transmission losses, and inaccurate reporting of emissions that
do not exist. Therefore, the transmission loss factor of 1.0 should be retained
and applied in cases where transmission losses are supported by a California
balancing authority, or where transmission losses are paid back using electricity
sourced from within California.

Please refer to the attached diagram illustrating different scenarios where it
would be appropriate to apply either a 1.02 or a 1.0 transmission loss factor.

Balancing Authority B\ ——

—{Balancing Authority C

» S0URCE

SOURCE @,

#2 loss poybock in |
generation

OUTSIDE CALIFORNIA

CALIFORMIA

Balancing Authority A

Situation #1
Source is in Balancing Authority (BA) "B" and sink is in BA "A". Transmission
losses (TL) are paid monetarily. TL =1.02
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Situation #2
Source is in BA "B" and sink is in BA "A". TL paid back in generation.
TL=1.0

Situation #3
Source is in BA "A" and sink is in BA "A". The balancing action automatically
uses the BA's internal generation to compensate for TLs. TL =1.0

Situation #4
Source is in BA "B" and sink is in BA "A". TLs paid from BA "C"to BA"B". TL =
1.02 (SCPPA1)

Comment: §95111(b)(2) -The 1.0 transmission loss factor for imported electricity
from specified sources should be retained, to avoid over-stating GHG emissions for
transmission losses that are supported by a California balancing authority or paid back
with electricity sourced from California .

2. The 1.0 Transmission Loss Factor should be Retained to Avoid Over-
Estimating GHG Emissions for Transmission Losses [895111(b)(2)]

ARB Proposed Amendment

ARB is proposing to delete the 1.0 transmission loss factor for electricity imported from
specified sources, and apply the 1.02 transmission loss factor to all imported
electricity.

(2) Calculating GHG Emissions from Specified Facilities or Units. For
electricity from specified facilities or units, the electric power entity must
calculate emissions using the following equation:

CO,e = MWh xTL x EF,

Where:

CO2e = Annual CO; equivalent mass emissions from the specified
electricity deliveries from each facility or unit claimed (MT of COxe).

MWh = Megawatt-hours of specified electricity deliveries from each facility

or unit claimed.

EFs, = Facility-specific or unit-specific emission factor published on the
ARB Mandatory Reporting website and calculated using total
emissions and transactions data as described below. The emission
factor is based on data from the year prior to the reporting year.

EFs, = 0 MT of CO.e for facilities below the GHG emissions compliance
threshold for delivered electricity pursuant to the cap-and-trade
regulation during the first compliance period.

TL = Transmission loss correction factor.

13



TL = 1.02 when deliveries are not reported as measured at the busbar,
to account for transmission losses between the busbar and
measurement at first point of receipt in California.

H———=1.0-when-deliveries-arereported-as-measured-at the-busbar:

As a result, all electricity imports would be inflated by two percent, regardless of
whether the transmission losses are supported using electricity from within or outside
of California.

Analysis and Concerns

Transmission losses are typically supported by the balancing authority through which
the energy is flowing, and are compensated for using electricity produced by other
generating resources. When a California Balancing Authority supports transmission
losses for imported electricity, the balancing authority's internal generation is used to
compensate for the transmission losses, and the GHG emissions associated with
supporting the transmission losses are embedded in the balancing authority's internal
generation data and accounted for as part of the in-state generating facility emissions
reports. Therefore, it is appropriate to apply a transmission loss factor of 1.0 to
imported electricity where transmission losses are supported by a California balancing
authority.

If transmission losses are supported by a balancing authority outside of California, the
owner of the electricity has to pay back the transmission losses, either financially or
with electricity, to the transmission service provider. If the transmission losses are paid
back with electricity sourced from within California, GHG emissions for that energy
have already been accounted for under the California reporting requirements.
Therefore, it is appropriate to apply a transmission loss factor of 1.0 to imported
electricity when transmission losses are paid back using electricity sourced from within
California.

The proposed amendment would over-estimate (double count) GHG emissions for
transmission losses, and result in inaccurate reporting of GHG emissions and
unnecessary Cap & Trade compliance costs for emissions that do not exist. For
example, electricity imported from Intermountain Generating Station in Utah is
supported by LADWP's balancing authority area and generating resources. Therefore,
a transmission loss factor of 1.0 is appropriate for electricity imported: from
Intermountain, because the downstream line losses are compensated for using
electricity produced by California generating resources or other imported electricity,
both, of which are subject to reporting under the Mandatory Reporting Regulation.
Applying a transmission loss factor of 1.02 rather than 1.0 would increase reported
emissions by approximately 200,000 metric tons per year.

LADWP recommends retaining the 1.0 transmission loss factor and applying it to

imported electricity where transmission losses are supported by a California Balancing
Authority or paid back with electricity sourced from within California. This is necessary

14



to avoid over- stating GHG emissions for the support of transmission losses. Applying
a 1.02 transmission loss factor across the board would artificially inflate California's
GHG emissions and unfairly penalize California entities when a California balancing
authority is supporting the transmission all the way from the generating facility into
California.

Recommended Revisions to the Rule Language

95111(b)(2) Calculating GHG Emissions from Specified Facilities or Units. For
electricity from specified facilities or units, the electric power entity must
calculate emissions using the following equation:

CO2e = MWh x TL x EFsp

Where:

CO2e = Annual CO2 equivalent mass emissions from the specified electricity
deliveries from each facility or unit claimed (MT of CO2e).

MWh = Megawatt-hours of specified electricity deliveries from each facility or
unit claimed.

EFsp = Facility-specific or unit-specific emission factor published on the
ARB Mandatory Reporting website and calculated using total emissions

and transactions data as described below. The emission factor is based on
data from the year prior to the reporting year.

EFsp = 0 MT of CO2e for facilities below the GHG emissions compliance
threshold for delivered electricity pursuant to the cap-and-trade regulation
during the first compliance period.

TL = Transmission loss correction factor.

TL = 1.02 when-deliveries-are-notreported-as-measured-at the busbar; to
account for transmission losses supported by generation outside of between
the busbar and measurement at first point of receipt in a California balancing
authority.

TL = 1.0 when transmission losses are supported by a California
balancing authority or paid back using electricity sourced from within
California. delives —(LADWP1)

Comment: We filed written comments on the electric power entity reporting
requirements. And I'd like to draw your attention to two items, in particular. The first is
the proposal to eliminate the 1.0 transmission loss factor for specified imports. This
amendment would overestimate GHG emissions for transmission losses when those
losses are supported by a California balancing authority or paid back using electricity
sourced from within California. As a balancing authority, LADWP uses our internal
generating resources to make up for transmission losses within our control area and to
pay back losses that we owe outside of our control area.

The GHG emissions for this makeup energy are already accounted for under the
existing reporting requirements. We estimate this proposed amendment would inflate

15



our reported GHG emissions for imported electricity by approximately 200,000 metric
tons per year. That's a big number. We ask that ARB retain the 1.0 transmission loss
factor to avoid inaccurate reporting of GHG emissions that don't exist and the
associated increase in cap and trade compliance costs. (LADWP2)

Comment: SMUD believes that there are nuances to the addition of transmission loss
factor adjustments to imported power emissions that are not yet reflected in the
proposed language. For example, there is no need to include a transmission loss factor
that would increase the imported emissions in circumstances where the contractual
transaction accounts for the losses locally or via return generation. Doing so in these
circumstances in effect “double counts” the emissions associated with losses on the
transaction, and inaccurately increases the obligation and cost of the reporting entity.

. SMUD Recommends Alternative Language for Inclusion Of Transmission
Loss Factors When Reporting on Imported Resources

SMUD believes that the proposed revision to transmission loss factors to be used for
scheduled imports from specified facilities or units requires further thought. The
proposed change will result in an unfortunate overstatement of GHG emissions from
electricity imports. A transmission loss factor of 1.02 is reasonable for those imports
where losses from the source to a California balancing authority are “covered” by the
source or by a non-California balancing authority. However, a transmission loss factor
of 1.0 is appropriate for transactions where the source to California balancing authority
losses are covered locally (by or within a California balancing authority), or contractually
by the return scheduling of local generation (also known as “loss payback”). The
emissions for the energy used to pay back the transmission losses are already
accounted for under the reporting requirements, and should not be added again. Using
a transmission loss factor of 1.02 in these latter circumstances in effect “double counts”
the emissions associated with losses on the transaction, inappropriately increasing the
GHG obligation and associated costs to the reporting entity

SMUD suggests the following edit:

(2) Calculating GHG Emissions from Specified Facilities or Units. For
electricity from specified facilities or units, the electric power entity
must calculate emissions using the following equation:

CO2e =MWh x TL x EFsp
Where:

CO2e = Annual CO2 equivalent mass emissions from the specified
electricity deliveries from each facility or unit claimed (MT of CO2e).

MWh = Megawatt-hours of specified electricity deliveries from each
facility or unit claimed.

16



EFsp = Facility-specific or unit-specific emission factor published on
the ARB Mandatory Reporting website and calculated using total
emissions and transactions data as described below. The emission
factor is based on data from the year prior to the reporting year.

EFsp = 0 MT of CO2e for facilities below the GHG emissions
compliance threshold for delivered electricity pursuant to the cap-and-
trade regulation during the first compliance period.

TL = Transmission loss correction factor.

TL = 1.02 when-deliveries-are-not reported-as-measured-atthe-busbar-to
account for transmission losses supported by generation outside of
between the busbar and measurement at first point of receipt in a
California balancing authority.

TL = 1.0 when transmission losses are supported by a California
balancing authority or paid back using electricity sourced from within
California.

(SMUD1)

Response: Staff generally agrees with the comments that the 1.0 factor should
be retained, and available for use if appropriate, and made corresponding
changes in 15-day amendments to the regulation to specify that the reporting
entity will provide documentation that demonstrates to the satisfaction of a
verifier and ARB that transmission losses: (1) have been accounted for; (2) are
supported by a California balancing authority; or (3) are compensated by using
electricity sourced from within California.

B-2. Comment: Proposed Change to the Transmission Loss Factor

Section 95111(b)(2) of the MRR is being proposed to require electricity importers to use
a transmission loss factor of 1.02 for all specified source imports, regardless of where
emissions and generation are measured. The ARB Staff’s Initial Statement of Reasons
(ISOR) states,

“The change related to the transmission loss factor is necessary to ensure the
accurate reporting of transmission losses associated with imported electricity from
specified facilities or units. Section 95111(a)(4) currently requires the reporting of
specified source MWh to be measured at either (1) the generation source busbar,
or (2) at the First Point of Delivery (POD) inside California. When measuring at
the generation busbar, the transmission loss factor of 1.0 is used. When
measuring at the First Point of Delivery inside California, the transmission loss
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factor of 1.02 is used. The common industry practice is to electronically tag power
for transmission using the NERC etagging system, but e-tags do not account for
transmission loss. Using a consistent transmission loss factor will ensure that
transmission losses associated with imported electricity from specified facilities or
units will be accurately reported. The change related to emission factors is
required to ensure the use of unified and consistent data to determine emission
factors across the sector.”

Contrary to the stated intent to ensure accurate reporting, the change in the MRR would
promote inaccurate reporting of emissions. If generation is measured at the busbar, it is
before transmission losses. For MWh reported at the busbar, the proposed change
would increase the MWh by 2 percent beyond that actually produced at the facility and
create phantom emissions for which the facility would have to buy allowances. This
change in reporting would violate the Interstate Commerce Clause (ICC) by making the
measurement of emissions 2 percent higher for generation outside California even
though the point of measurement would be the same as the measurement for generation
in California.

This MRR change would be significant for SDG&E’s Desert Star Combined Cycle
facility, which is located in Nevada, but dynamically connected to the CAISO grid. This
facility does not even have e-tags since it is connected to the CAISO grid, so the ISOR
argument about e-tag reporting is not applicable to Desert Star.

In order to avoid violations of the ICC, the ARB should reject the proposed changes to
the MRR and instead provide clear guidance on what is required to show the MWh are
calculated at the busbar. Alternatively, the MRR could be changed to indicate all MWhs
reported based on e-tags will be considered as measured at the California border and so
the 2 percent transmission adder would be applied.

To ensure accurate emissions reporting, SDG&E proposes the following change to the
MRR:

(2) Calculating GHG Emissions from Specified Facilities or Units. For
electricity from specified facilities or units, the electric power entity must
calculate emissions using the following equation:

Where:

COze = Annual CO:zequivalent mass emissions from the specified electricity
deliveries from each facility or unit claimed (MT of COze).

MWh = Megawatt-hours of specified electricity deliveries from each facility or
unit claimed.

EFs, = Facility-specific or unit-specific emission factor published on the ARB
Mandatory Reporting website and calculated using total emissions and
transactions data as described below. The emission factor is based on data
from the year prior to the reporting year.
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EFsp = 0 MT of COge for facilities below the GHG emissions compliance
threshold for delivered electricity pursuant to the cap-and-trade regulation
during the first compliance period.

TL = Transmission loss correction factor.

TL = 1.02 when deliveries are not reported as measured at the busbar, to
account for transmission losses between the busbar and measurement at first
point of receipt in California. All MWhs reported on e-tags will be
considered measured at the first point of receipt in California.

TL = 1.0 when deliveries are reported as measured at the busbar.
(SEMPRA1)

Response: Staff declines to make the proposed text edit in the comment as it
supports using the 1.0 transmission loss factor without adding any requirements
to verify the use of the 1.0 as an appropriate factor that accounts for transmission
loss. Instead, staff retained and clarified the use of the 1.0 loss factor in the
proposed amendments, subject to verification, which addresses stakeholder
concerns.

B-3. Multiple Comments: Transmission Loss Factors

The proposed amendments would change section 95111(b)(2) to require electric power
entities (EPEs) to use a transmission loss factor of 1.02 for all specified imports. This
would require the same transmission loss factor regardless of whether the specified
source is measured at the busbar or at the first point of delivery. The ISOR states that
because the e-tags do not account for transmission losses, a consistent transmission
loss factor is necessary to ensure that transmission losses associated with imported
electricity from specified facilities or units will be accurately reported. (ISOR, p. 19)
NCPA understands that staff is concerned that the 1.00 factor is being applied to all
transactions with no way to verify or otherwise ensure that the appropriate line losses
have been accounted for. While NCPA understands CARB’s concerns regarding the
need to ensure that the line losses are accounted for, arbitrary application of a 2% factor
to all transactions will result in the same inaccuracies the proposed amendment attempts
to address, and will also cause increased costs for compliance entities and inaccurate
accounting of actual GHG in the state’s inventory. Accordingly, NCPA urges CARB to
address the manner in which utilization of the 1.00 factor can be confirmed and verified,
rather than arbitrarily imposing the higher loss factor to all transactions.

Staff’'s concerns regarding confirmation of the line losses applied can be addressed by
reviewing the agreements that underlie transactions associated with the imports. In
some instances, it will be appropriate to use 1.02. In other instances, the line loss
should be calculated at 1.00. NCPA notes that there will also be instance where line
losses are settled financially, and where the transactions will require use of the 1.02 loss
factor, but applied to the generation resources coming from the transmission providers
system and not the Specified Source Generator on the NERC e-tag.

NCPA offers the following three examples of the manner in which losses associated with
specified transactions are conducted, and the manner in which the line losses can be
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accurately accounted-for- each of which can be confirmed by a third party verifier in
viewing the transaction agreements:

In-Kind Returns: In these transactions, the return of losses is based on a
calculated amount usually defined by a loss factor in the Transmission
Providers’ OATT multiplied by the MWh quantity on a NERC e-tag during a
particular time period, and the calculated amount of energy associated with
the Real Power Losses is returned to the transmission providers system by
either a generation resource within that system or a scheduled import to
that system. The reporting entity should be able to show to the Third Party
Verifier the transmission contract reflecting this option to validate the In
Kind Return schedules of energy if they wish to claim a source lower than
the emission factor of the Specified Source.

Simultaneous Loss Paybacks: In these transactions, where Real Power
Losses are calculated either by the Transmission Providers’ OATT or a
specific contract related to the specified resource and its delivery point,
and the generation scheduled at the point of delivery (on the NERC e-tag)
is less than the amount generated by the resource with the excess allowed
to flow into the Transmission Providers system to compensate for the Real
Power Losses, the reporting entity should be able to show the Third Party
Verifier a busbar amount that is greater than the NERC e-tagged amount,
or a contractual arrangement where the accounting for losses is tracked. In
this case, the Real Power Losses associated with imports to California
should be calculated by multiplying the import quantity by 1.02.

Financial Settlement: In a financial settlement transaction, a calculated
amount for Real Power Losses is determined in accordance with the
Transmission Provider's OATT and the applicable loss factor, and the
MWh quantity is then typically settled against a published price of energy
at a major trading hub (such as Palo Verde or Mid-C), and a dollar amount
is determined and paid to the Transmission Provider, the reporting entity
will need to determine whether the Transmission Provider is an ACS or
not; in these transactions, in the event that the Transmission Supplier is an
ACS, the ACS’s EF should be used to account for the additional 2% of
Real Power Losses, and if the Transmission Provider is not an ACS, then
the default EF should be used to account for the additional 2% of Real
Power Losses. (NCPA1)

Comment: M-S-R urges the Board to direct that the proposed amendments be revised

to: (1) allow the continued use of the transmission loss factor of 1.0 subject to
confirmation of the treatment of losses;
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Section 95111(b)(2) — Calculating GHG Emissions — Transmission Losses

Staff has proposed utilizing a single transmission loss factor of 1.02, rather than the
current definition that allows for the use of either 1.0 or 1.02, depending upon the point
at which the transaction is measured. M-S-R opposes elimination of the 1.0 factor, and
notes that requiring all transactions to report 1.02 would inflate not only compliance
costs, but the overall GHG inventory. M-S-R understands that CARB wants to be
assured that transmission losses are accurately accounted for, but object to the arbitrary
imposition of a 2% adder as the way in which to do so.

The line losses, typically referred to as Real Power Losses in the transmission providers
Open Access Transmission Tariffs (OATTs), are not always treated the same way.
Indeed, losses from a specified resource located outside of California and imported to
California are handled in a number of ways or methods. Many of these losses are
financially settled, with the underlying contracts specifying the source of the electricity
that was used to account for the losses. As such, the application of a 2% adder would
overstate the emissions associated with the transaction. For example, the quantity of
electricity imports from the San Juan Generating Station (with an emissions factor of
1.08 MTCO2e/MWh) to the CAISO grid is the same MWh amount as what is measured
at the busbar. Therefore, applying a 1.02 multiplier overstates not only the total
emissions, but where those emissions come from, as applying a 1.02 multiplier to the
EF of San Juan assumes the transmission losses are made up with San Juan
generation, when they actually come from the transmission provider’s system. This
information can be verified by looking at the underlying agreements, and as such should
assuage staff’'s concerns regarding a means by which to confirm that the losses have
been accounted for.

To ensure the accuracy of the reported data, and neither over nor understate the
emissions at issue, specified resources should be able to select how losses associated
with their imports are settled, and provide contracts or other settlement documents to
the Third Party Verifier to confirm the manner in which the losses were addressed.
These losses are generally addressed in one of the following manners:

For “in kind returns,” where the return of losses based on a calculated amount
usually defined by a loss factor in the Transmission Providers OATT multiplied by
the MWh quantity on a NERC e-tag during a particular time period, and the
calculated amount of energy associated with the Real Power Losses is returned
to the transmission providers system by either a generation resource within that
system or a scheduled import to that system, the reporting entity should be able
to provide the Third Party Verifier the transmission contract demonstrating the
election of this option and validate the In Kind Return schedules of energy if the
claim is for a source lower than the EF of the Specified Source.

For “Simultaneous Loss Paybacks” transactions, where Real Power Losses are
calculated either by the Transmission Providers OATT or a specific contract
related to the specified resource, and its delivery point and the generation
scheduled at the point of delivery (on the NERC e-tag) is less than the amount
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generated by the resource with the excess allowed to flow into the Transmission
Providers system to compensate for the Real Power Losses, the reporting entity
should be able to show the Third Party Verifier a busbar amount that is greater
than the NERC e-tagged amount, or a contractual arrangement where the
accounting for losses is tracked. In this case the Real Power Losses associated
with imports to California should be calculated by multiplying the Import quantity
by the 1.02.

Finally, in instances where the losses are addressed by “Financial Settlement,”
where a calculated amount for Real Power Losses is determined in accordance
with the Transmission Provider's OATT, and the applicable loss factor and MWh
quantity is then typically settled against a published price of energy at a major
trading hub such as Palo Verde or Mid-C, and a dollar amount is determined and
paid to the Transmission Provider, and the reporting entity would determine
whether the Transmission Provider is an ACS or not, and in the event that the
Transmission Supplier is an ACS the ACS’s EF should be used to account for the
additional 2% of Real Power Losses, and if the Transmission Provider is not an
ACS then the default EF should be used to account for the additional 2% of Real
Power Losses.

As can be seen by these examples, there is ample evidence to substantiate and confirm
the loss election applied to the transaction, which is preferable to imposition of a single
2% adder to all transactions based on a single metric. Accordingly, M-S-R urges
revisions to the proposed amendment to ensure that the regulation does not overstate
these losses, and thereby place a greater burden on compliance entities and distort the
total GHG inventory numbers. The MRR should not apply a 1.02 emissions factor for
out of state specified sources with emissions factors greater than the default emissions
factors when losses for transmission usage outside of the

CAISO grid are settled financially. The Board should direct staff to work with
stakeholders to develop appropriate language that addresses these concerns for
approval in 15-day changes. (MSR1)

Comment: The other issue -- and | won't talk about it in detail because Cindy Parsons
did a very good job of addressing this is the treatment of the line loss factors. We
believe that application of a 1.02 factor to all transactions provides no more accuracy
than using the overuse of the 1.0 factor that staff is attempting to eliminate. We
appreciate the recognition that this will also be subject to some 15-day changes based
on further discussions with stakeholders on the best way to address this. (BERLIN1)

Comment: Thank you, Chairman Nichols. Tamara Rasberry representing the
SEMPRA Energies, SoCal Gas and San Diego Gas and Electric. | want to thank the
Board and the staff for their work on the MRR for the last -- | think going on year three
or four now. But SDG&E, we still have concerns on the MRR. And they are detailed in
our filed and written comments. | just want to summarize what our concern was for the
Board. Section 95111(b)(2), which has been commented on earlier by LADWP. This
change to the MRR requires electricity importers to use a transmission loss factor of
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1.02 for all specified source imports, regardless of where the emissions are measured.
But it does make a difference if the generation is measured at or near the plant or if the
generation is measured at the border. The proposed change ignores this difference and
will put generators -- his measurements are close to the plant at a disadvantage. While
the argument could be made for all plants to measure at the border because some
plants have been incorporated into the ISO, there is no opportunity to measure at the
border. SDG&E further believes that this unfair treatment could be a violation of
interstate commerce clause since these plants would have to pay an additional two
percent in compliance instruments. | was also glad to hear that this will be addressed in
the 15-day comments from staff. Thank you for your time. (RASBERRY1)

Response: In response to stakeholder comments and further evaluation, staff
retained and clarified the use of the 1.0 loss factor. The use of the 1.0 loss factor
must be demonstrated to be applicable and is subject to verification.

Calculating Specified Source Emission Factors

B-4. Multiple Comments: Data Sources for Calculation of Emission Factors for
Specified Sources

WPTF is concerned about an additional proposed change to section 95111(b)(2)(a) that
would require CARB to use greenhouse gas (GHG) emissions data reported to the
Energy Information Administration (EIA) rather than GHG data reported to the US
Environmental Protection Agency as the basis for calculating emission factors for
specified sources. The rationale for this change is not clear. WPTF considers GHG data
reported to EPA to be more accurate than that reported to EIA and for this reason
recommends that CARB continue to rely on EPA as the first source of GHG data for
calculation of emission factors. For facilities that do not report to EPA, EIA GHG data
may be used.

Staff has not indicated whether this proposed change is related to the recent regulatory
advisory concerning updated emission factors. If CARB’s concern relates to the timing
of the availability/publication of EPA’s GHG data, WPTF recommends that CARB simply
used lagged data and calculate emission factors for each specified source in advance of
the import year. The true emission rate of most facilities will not significantly differ year
to year, thus use of a lag will not undermine the quality of the data. Additionally, this will
provide more certainty to electricity importers regarding the associated carbon liability
before undertaking the transactions. Since CARB already prospectively calculates the
emission factors for asset controlling supplier, this change will better align treatment of
all imports under the regulation. (WPTF1)

Comment: 4. Change in method for calculating Emission Factors for specified
out-of-state generating facilities §95111(b)(2)

In §95111(b)(2), ARB has proposed to change the methodology used to calculate
emissions factors for specified out-of-state electricity generating facilities (EGFs), from
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factors based on GHG emission data reported to EPA under the federal Greenhouse
Gas Emission Reporting Program pursuant to 40 CFR Part 98, to factors based on fuel
data from the U.S. Energy Information Administration.

SCPPA Recommendation: SCPPA requests that ARB withdraw the proposed
amendments.

1. Ensuring consistency between in-state and out-of-state emission sources,
and from one year to the next, is important not only for purposes of measuring
the changes in emissions over time, but also for the potential impacts on the
Cap-and-Trade Program. In-state EGFs are required to report the same GHG
emission data to ARB as they report to EPA under 40 CFR Part 98. Maintaining
consistency in the emission calculation methodology for in-state and out-of-state
EGFs ensures equal treatment of all EGFs. It is important that a tonne of in-
state emissions is equal to a tonne of out-of-state emissions. Because
emissions factors calculated using fuel data reported to EIA will be different than
those calculated using GHG emission data reported to EPA, it would potentially
create a competitive advantage or disadvantage for out-of-state EGFs in the
Cap-and-Trade Program.

2. The current methodology for calculating emissions factors for out-of-state
EGFs using GHG emissions data reported to EPA under 40 CFR Part 98 is
necessary to satisfy the rigorous and consistent accounting of emissions
requirement in AB 32. Unlike the fuel data reported to the EIA, GHG emissions
based on CEMS data reported to EPA must pass rigorous quality assurance and
quality checking standards.

3. Additionally, use of GHG emissions data reported to EPA may be required in
light of the recent proposed EPA rule under Clean Air Act Section 111(d).
Therefore, retaining the existing methodology will maintain consistency between
the California and U.S. EPA programs. (SCPPA1)

Comment: SMUD suggests that ARB remove the proposed change to use EIA data to
calculate emission factors for imported electricity from specified generating facilities.
The MRR currently is based on reporting the same data to US EPA under 40 CFR Part
98 and to ARB under the MRR for Cap-and-Trade. If the ARB switches to emissions
calculated based on EIA data there would be a discrepancy in the way out-of-state
facilities and in- state facilities under the Cap-and-Trade are assessed, which could
create an advantage for one group of resources over the other.

IV. SMUD Recommends Dropping Proposed Amendments Regarding Use
of EIA Data To Calculate Certain Emission Factors

SMUD is concerned about the proposed change in § 95111(b)(2) to change the

methodology used to calculate emissions factors for specified out-of-state electricity
generating facilities (EGFs) to factors based on fuel use data from the U. S. Energy
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Information Administration (EIA), rather than the current factors based on GHG
emission data reported to EPA under the federal Greenhouse Gas Emission Reporting
Program pursuant to 40 CFR Part 98. SMUD recommends removing this proposed
modification.

In-state generating facilities are required to report the same GHG emission data to ARB
as they report to EPA under 40 CFR Part 98. Cap-and-Trade obligations are based on
this data. It is important to maintain consistency in the emission calculations between
in-state and out-of-state power plants. Emission factors calculated using fuel data
reported to EIA will be almost certainly be slightly different than those calculated based
on the Part 98 data. This could create a competitive advantage or disadvantage one
group of resources over the other in the Cap-and-Trade Program.

In addition, the current methodology for calculating emissions factors for out-of-state
EGFs using GHG emissions is based on CEMS data reported to EPA with rigorous
quality assurance and quality checking standards. This is necessary to provide rigorous
and consistent accounting of emissions for the Cap-and-Trade structure, and it is
unclear whether this rigor exists in the fuel data reported to the EIA. (SMUD1)

Comment: Use of EIA Data

In sections 95111(b)(2)(B) through (b)(2)(D), CARB is proposing amendments that would
require the use of net generation data published by the Energy Information
Administration (EIA) for determining specified source emission factors. According to the
ISOR, this change is necessary to ensure the use of “unified and consistent data to
determine emission factors across the sector.” (ISOR, p. 19) NCPA urges CARB to
retain the use of the EPA data, and not adopt an additional agency’s calculations into the
existing program. As a practical matter, NCPA’s members have some concerns with the
timeliness and accuracy of the data produced by EIA. However, even without questions
regarding the data’s veracity, it seems problematic to involve another reporting entity in
the MRR calculations when CARB has already taken such pains to ensure that there is
harmony between the California MRR and the EPA reporting requirements. Combined
with the fact that California’s program will likely be even more inexorably linked with the
federal EPA’s proposed rule after implementation of the Clean Power Plan Proposed
Rule under sections 111(d) and (b), changes to the reporting metrics seems ill advised
at this time. (NCPA1)

Comment: §95111(b)(2) - The existing methodology that uses EPA GHG emission data
to calculate emission factors for out-of-state electricity generating facilities should be
retained, to ensure that "a tonne is a tonne" for both in-state and imported electricity, and
avoid creating a competitive advantage or disadvantage for out-of-state electricity
generating facilities.

Method for calculating Specified Source Emission Factors for out-of-state
electricity generating facilities [§95111(b)(2)]
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ARB Proposed Amendment

ARB is proposing to change the source of GHG emission data used to calculate
emission factors for electricity imported from specified sources as follows.

The Executive Officer shall calculate facility-specific or unit-specific emission

factors and publish them on the ARB Mandatory Reporting website using
the following equation:

EFsp = Esp [EG

Where:

Esp = CO2e emissions for a specified facility or unit for the report year
(MT of COoe).

EG = Net generation from a specified facility or unit for the report year
shall be based on data reported to the Energy Information
Administration (EIA) reported to ARB under this section (MWh).

(A) For specified facilities or units whose operators are subject to this article

or whose owners or operators voluntarily report under this article, Es,
shall be equal to the sum of CO,e emissions reported pursuant to section
95112.

For specified facilities or units whose operators are not subject to
reporting under this article-erwhose-owners-or-operators-do-not
voluntarily report under this article, but are subject to the U.S. EPA GHG
Mandatory-Reporting-Regulation, Es, shall be based on GHG emissions
reported to the Energy Information Administration (EIA)J-S—EPA
pursuantto-40-CFRPart-98. Emissions from combustion of biomass-
derived fuels will be based on EIA datawhen-neotreported-to-U.SEPA.

For specified facilities or units whose operators are not subject to

reportlng under this artlcle—epwhese—evw:feps—epepeﬁafeeps—de—net

Mandatory-Reporting-Regulation, ESID is calculated using heat of
combustion data reported to the-Energy-trformation-Administration{(EIA)

as shown below.

Ee, = 0.001 x 5(Q x EF)

Where:

0.001 = conversion factor kg to MT

Q = Heat of combustion for each specified fuel type from the specified
facility or unit for the report year (MMBtu). For cogeneration, Q is the
quantity of fuel allocated to electricity generation consistent with EIA
reporting. For geothermal electricity, Q is the steam data reported to
EIA (MMBtu).
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EF = O.e emission factor for the specified fuel type as required by this
article (kg CO.e /IMMBtu). For geothermal electricity, EF is the
estimated CO, emission factor published by EIA.

(D) Facilities or units will be assigned an emission factor by the Executive

Officer based on the type of fuel combusted or the technology used when

an U-SEPA-GHG Reportor-EIA fuel consumption report is not available,

including new facilities and facilities located outside the U.S.

Analysis and Concerns

Under the existing rule language, GHG emissions for in-state and imported electricity
are calculated using the same method specified in the U.S. Environmental Protection
Agency (EPA) mandatory reporting rule, based on Continuous Emission Monitoring
System (CEMS) data. The proposed amendment would change the emission
calculation method for out-of- state electricity generating facilities to a fuel based
method (using fuel data reported to the Energy Information Administration (EIA) and
emission factors), while retaining EPA's emission calculation method for in-state
generating facilities.

While ARB was developing its mandatory reporting rule in 2007, ARB staff evaluated
the different emission calculation methods (CEMS and fuel based), and selected
EPA's emission calculation method based on CEMS data as the method required for
all in-state and out-of-state electricity generating units that are subject to federal
regulation. This decision ensured that GHG emissions reported to ARB are consistent
with GHG emissions reported to EPA, and that "a tonne is a tonne" for each reporting
facility. That is why MRR 95111(b)(2) specifies use of GHG emissions reported to
EPA pursuant to 40 CFR Part 98 to calculate emission factors for out-of-state
generating facilities. Furthermore, CEMS data reported to EPA must pass rigorous
quality assurance and quality control (QA/QC) checks; fuel data reported to EIA is not
subject to QA/QC requirements.

The proposed amendment would create inconsistency between in-state and imported
electricity, because GEMS and fuel-based emission calculation methods do not produce
the same result. Under the proposed amendments, a tonne of GHG emissions reported
for imported electricity would not be equivalent to a tonne of GHG emissions reported
by in-state generating facilities. This inconsistency would create a competitive
advantage or disadvantage for out-of-state electricity generating facilities under the Cap
& Trade program, and unexpected increases in compliance costs for imported
electricity.

Recommendations

LADWP recommends that ARB withdraw the proposed amendments and retain the
existing method for calculating emission factors for specified out-of-state electricity
generating facilities. This will ensure that the same emission calculation method (GHG
emission data reported to EPA under 40 CFR Part 98, which is based on GEMS data) is
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used to report GHG emissions for both in-state and out-of-state electricity generating
facilities.

Retaining the existing method will ensure rigorous and consistent accounting of GHG
emissions for both in-state and imported electricity, and a level playing field under the
cap & trade program for in-state and out-of-state electricity generating facilities. In
addition, this will ensure consistency with previously reported GHG emission data and
an apples-to-apples comparison for measuring changes in reported GHG emissions
over the duration of the AB 32 program. (LADWP1)

Response: Staff agrees with the commenters and has withdrawn the proposed
amendments in the 15-day regulation. The final amendments require the use of
US EPA Part 98 greenhouse gas reported data for developing the emission
factors for out-of-state electricity generation facilities. This addresses
stakeholder comments.

B-5. Multiple Comments: Good afternoon, Madam Chair and members of the Board.
My name is Cindy Parsons with the Los Angeles Department of Water and Power. I'd
like to start off by saying thank you to the staff for a favorable resolution on the issue
with the emission factors for the specified imports and for reverting back to the EPA
GHG emission data to ensure that a ton is a ton for both in-state and imported
electricity. (LADWP2)

Comment: And likewise with regard to use of the El — not use of the EIA data, as the
case may be. So we would just like to express our appreciation to staff for working with
us and our anticipation of continuing to work on these issues and resolving them in
short order. Thank you. (BERLIN1)

Comment: Edison did not submit written comments, but as Dr. Tutt mentioned, | want
to also thank staff for the work on this rule. In particular, we have been working were
them quite a bit on the data sourcing issue, EPA versus EIA data, using EPA versus
EIA data for the reporting. And in our case, this was a significant improvement and |
believe correctly represented the generation from one of our plants in particular. So
again, thanks for the effort by staff. And I think this just goes back to something | said
earlier. And as we continue to have more experience implementing this rule, we're
going to continue to find ways to improve it. It's been good to see we've been able to
make these changes, these positive changes. Thank you very much. (SCE1)

Response: Thank you for your support.
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Meter Data Requirement

B-6. Comment: Allocated generation from the Mid-C Hourly Coordination
Agreement in lieu of meter data

WPTF supports the clarification of the ‘lessor of analysis’ in section 95111(g)(1)(N).
However, we request that CARB also include an explicit provision for mid-Columbia
hydroelectric (Mid-C) resources to ensure that the regulation is consistent with the
previous CARB guidance provided in March 2013° that allocated generation under the
Mid-C Hourly Coordination Agreement will be accepted in lieu of meter data for these
resources.
(N) For verification purposes, retain meter generation data from all specified
sources to document that the power claimed by the reporting entity was
generated by the facility or unit at the time the power was directly delivered. This
is applicable to imports from specified sources for which ARB has calculated an
emission factor of zero, and for imports from California Renewable Portfolio
Standard (RPS) eligible resources, excluding: (1) grandfathered contracts under
the California RPS program that “count in full” under Public Utilities Code Section
399.16(d); (2) dynamically tagged power deliveries; (3) untagged
power deliveries; and (4) nuclear power. Accordingly, a lesser of analysis is
required pursuant to the
following equation:

Sum of Lesser of MWh = ZHMsp min(MGsp, TGsp)
Where:

>HMsp = Sum of the Hourly Minimum of MGsp and TGsp (MWh).

MGsp = metered facility or unit net generation (MWh).

TGsp = tagged or transmitted energy at the transmission or sub-transmission
level imported to California (MWh).

For the five hydroelectric resources located at the Mid-Columbia, allocated generation
data under the Mid-C Hourly Coordination Agreement is required instead of meter
generation data.

Additionally, we understand that the exemption for untagged power delivers would also
apply to power that is deemed imported to California via the Energy Imbalance Market.
We ask that CARB clarify whether this interpretation is corrected. (WPTF1)

Response: Staff agrees that it provided guidance in March 2013 that states
allocated generation under the Mid-Columbia Hourly Coordination Agreement
(MCHCA) will be accepted in lieu of meter data for these resources. Staff
confirms that this guidance is accurate and is supported by the regulatory text.
Staff is committed to including the guidance referenced in this comment in any

® http://www.arb.ca.gov/cc/reporting/ghg-rep/guidance/epe_1pg.pdf
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revised or updated guidance it releases related to meter data generation in early
2015. Staff also confirms that that the exemption for untagged power deliveries

applies to EIM imports.

B-7. Comment: 1. Meter Data for Specified Imported Electricity 895111(q)(1)(N)

ARB’s 45-Day Proposed Language: “For verification purposes, retain meter generation
data from all specified sources to document that the power claimed by the reporting
entity was generated by the facility or unit at the time the power was directly delivered.
This is applicable to imports from specified sources for which ARB has calculated an
emission factor of zero, and for imports from California Renewable Portfolio Standard
(RPS) eligible resources, excluding: (1) grandfathered contracts under the California
RPS program that “count in full” under Public Utilities Code Section 399.16(d); (2)
dynamically tagged power deliveries; (3) untagged power deliveries; and (4) nuclear
power. Accordingly, a lesser of analysis is required pursuant to the following equation:

SCPPA Proposed Revision:

“For verification purposes, retain meter generation data from all specified sources,
except for electricity supplied from an Asset Controlling Supplier’s system, to
document that the power claimed by the reportlng entity was generated by the facility or
unit—atthetime-the-powerwas-directhy-delivered-unless.the reporting entity is unable
to obtain meter generation data for reasons beyond the reporting entity’s control.
In_addition, Fhis—is-applicable-te for directly delivered imports from specified sources
for which ARB has calculated an emission factor of zero, and ferimpertsfrom California
Renewable Portfolio Standard (RPS) eligible resources, excluding: (1) grandfathered
contracts under the California RPS program that ceeanrtinful qualify under Public
Utilities Code Section 399.16(d) or California Code of Requlations Section
3202(a)(2)(A); (2) dynamically tagged power deliveries; (3) untagged power deliveries;
and (4) nuclear power and (5) large hydro power, Accerdirghy a lesser of analysis is
required pursuant to the following equation: ....”

1. This proposed language addresses the concern that a reporting entity may not
have the contractual right to hourly meter data under legacy power purchase
agreements.

2. This proposed language clarifies the “lesser of” analysis is applicable only to
directly delivered imports from non- exempted zero emission specified sources
and RPS eligible resources that are not grandfathered.

3. This proposed language excludes large hydro power from the “lesser of”

analysis as large hydro is not an intermittent resource and therefore there is no
substitute energy involved. (SCPPA1)
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Response: Staff declines to provide a blanket exemption for entities that are not
able to retain meter generation data. Meter data generation is required to
conduct the “lesser of” analysis, which is necessary to ensure that emissions
associated with imported electricity are accurate and appropriately accounted for
in the Cap-and-Trade Program. Instead, staff has provided specific exemptions
for those situations in which hourly meter data is not available, such as in the
case of asset controlling suppliers and certain hydroelectric facilities, which also
addresses the commenter’s other concerns.

B-8. Multiple Comments: §95111(g)(1)(N) - It is not possible to obtain generation
meter data for all specified imports to verify that the power was generated by the facility
or unit at the time it was directly delivered. This requirement should be limited to
imported renewable energy that is subject to the lesser of analysis under the RPS
regulations.

Meter Data for Verification of Specified Imports [895111(g)(1)(N)]

ARB Proposed Amendment

ARB is proposing to modify an existing requirement to retain generation meter
data for verification purposes, and require the meter data be used to calculate the
lesser of the hourly meter or e-tag data for each hour.

(9) Requirements for Claims of Specified Sources of Electricity, and for Eligible
Renewable Energy Resources in the RPS Adjustment.

(1) Registration Information for Specified Sources and Eligible Renewable Energy
Resources in the RPS Adjustment. The following information is required:

(N) For verification purposes, retain meter generation data from all specified sources to
document that the power claimed by the reporting entity was generated by the facility or
unit at the time the power was directly delivered. This is applicable to imports from
specified sources for which ARB has calculated an emission factor of zero, and for
imports from California Renewable Portfolio Standard (RPS) eligible resources,
excluding: (1) grandfathered contracts under the California RPS program that “count in
full” under Public Utilities Code Section 399.16(d); (2) dynamically tagged power
deliveries; (3) untagged power deliveries; and (4) nuclear power. Accordingly, a lesser of
analysis is required pursuant to the following equation:

Sum of Lesser of MWh = ¥HMsp min(MGsp, TGsp)

Where:

2HMsp = Sum of the Hourly Minimum of MGsp and TGsp (MWh).
MGsp = metered facility or unit net generation (MWh).

TGsp = tagged or transmitted energy at the transmission or sub-transmission level
imported to California (MWh).
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Analysis and Concerns

ARB is endeavoring to incorporate the "lesser of' calculation from the California
Renewable Portfolio Standard (RPS) regulations into the MRR. However, the proposed
amendment is inconsistent with the RPS regulations. Under the RPS regulations, the
"lesser of' analysis applies only to Portfolio Content Category 1 renewable energy,
which is electricity procured from an eligible renewable energy resource under a
contract executed after June 2010, that is directly delivered from the generating facility
to California, where the energy is not imported on a dynamic E-tag.

ARB's proposed amendment would apply the "lesser of' calculation to electricity
imported from an eligible renewable energy resource as well as other zero emission
generating facilities, in order to subdivide hourly E-tags (delivered energy) into
"specified" and "unspecified" by selecting the lesser of the hourly meter or E-tag data
as specified and the remainder as unspecified. Applying the "lesser of' calculation to
non-intermittent zero emission sources such as large hydro is not justified. Large hydro
facilities produce only 100% specified energy, there is no "unspecified" substitute
energy involved, so there is no reason to apply the "lesser of' calculation method.

It is unclear whether the first sentence "For verification purposes, retain meter
generation data from all specified sources to document that the power claimed by the
reporting entity was generated by the facility or unit at the time the power was directly
delivered" applies to all specified sources of imported electricity, or only to zero
emission and renewable energy sources. If retention of meter data is intended to apply
to all specified sources, compliance may not be feasible. A reporting entity may not
have the contractual right to hourly meter data under legacy power purchase
agreements. In addition, meter data is not available for Asset Controlling Supplier
power, a type of specified source. The consequence would be a non-conformance and
a Qualified Positive verification statement, even if the rest of the report satisfies all the
rule requirements.

Recommendations

The rule language needs to be clarified, to eliminate confusion over whether the
requirement to "retain meter generation data from all specified sources to document that
the power claimed by the reporting entity was generated by the facility or unit at the time
the power was directly delivered ' applies to all specified sources.

Also, to minimize additional reporting and verification burden, this requirement should
be limited to only electricity imported from Portfolio Content Category 1 renewable
generating resources for which the "lesser of' analysis is required under the RPS
regulations.
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Recommended Revisions to the Proposed Rule Language

To narrow applicability of this provision to only those sources where the "lesser of’
analysis is required under the RPS regulation, LADWP recommends simplifying the
rule language as follows:

9511 1( )(1)(N) For verlflcatlon purposes retain meter generation data #em—a#

the—Gah#erma—RPS—pregram—that—eeunt—m—ﬂ*H— and perform a Iesser of anaIVS|s

for imported renewable electricity, that is directly delivered from a California
Renewable Portfolio Standard (RPS) eligible resource into a California balancing
authority, that is categorized as a Portfolio Content Category 1 under Public
Utilities Code Section 399 16(d)_or California Code of Requlatlons Section
3202(a)(2)(A) : : , ~ 7

pursuant to the foIIowmg equatlon

Sum of Lesser of MWh = ¥HMs, min(MGsp, TGsp)

Where:

2HMs, = Sum of the Hourly Minimum of MGg, and TG, (MWh).

MG, = metered facility or unit net generation (MWh).

TGsp = tagged or transmitted energy at the transmission or sub-transmission level
imported to California (MWh). (LADWP1)

Comment: The second is the use of meter data to verify specified imports. Almost a
year ago, | spoke to you about the significant increase in administrative burden of
having to compare hourly meter and ETech data to verify all specified imports per staff's
interpretation of this provision. We do appreciate the proposal to narrow applicability of
this provision. However, further clarification is needed to eliminate confusion over
whether the requirement to retain meter data applies to all specified imports or just to
those imports subject to the lesser of calculation. If the requirement applies to all
specified imports and if meter data is not available, we're concerned that this could
result in a non-conformance and a qualified positive verification statement. We
recommend limiting this provision to only imported renewable energy that is subject to
the lesser of analysis under the RPS regulations to be consistent with the CEC and the
CPUC. (LADWP2)

Response: The commenters ask whether the requirement to retain meter data
applies to all specified imports or just to those imports subject to the “lesser of”
calculation. In response to comments, the meter data requirement has been
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moved from section 95111(g)(1)(N) to new subsection 95111(b)(2)(E), and the
applicability of the requirement has been clarified. The requirement to retain
meter data only applies to imports subject to the lesser of analysis.

B-9. Comment: PacifiCorp is concerned that the proposed modifications could be
interpreted to prevent utilities from claiming firming and shaping transactions as part of
the RPS Adjustment under the Regulation for the California Cap on Greenhouse Gas
Emissions and Market-Based Compliance Mechanisms (“Cap and Trade Program”).
Accordingly, PacifiCorp suggests clarifying the proposed modified section §
95111(g)(1)(N) as set out below.

PacifiCorp has been advised that the proposed modifications to the Mandatory
Reporting Rule are not intended to modify or eliminate the RPS Adjustment as it may be
claimed under § 95852(b)(4) of the Cap and Trade Program. However, a potential for
confusion arises because § 95852(b)(4) uses the words “eligible renewable energy
resource,” a concept to which the amended reporting requirement also refers, but to
which § 95852(b)(3), regarding specified source imports, does not. Therefore, as the
amended reporting requirement caps reportable imports at generation within any
particular hour, it could be read as capping firming and shaping at the generation of a
particular hour of import of the substitute energy, even though no §95852(b)(4) RPS
Adjustment energy is being directly imported pursuant to §95852(b)(4)(D). Capping the
amount of generation required to be reported to the amount generated within a
particular hour from a generator that is not directly delivering that energy would nullify
the concept of firming and shaping and therefore also California Renewable Portfolio
Standard product content category two transactions. Firming and shaping would be
nullified because the very nature of firming and shaping is the delivery of energy that
was generated in one hour in a different hour. As an example, a firming and shaping
transaction could include a 5 megawatt geothermal resource firming and shaping a
month’s generation into a single eight hour 450 megawatt schedule on the last day of
the month. However, the proposed language could be read as limiting such a
transaction to the 5 megawatts per hour of actual resource generation during that eight
hour delivery period.

To make it clear that the proposed modifications do not refer to the §95852(b)(4) RPS
Adjustment, PacifiCorp proposes additional revisions to the proposed modification to §
95111(g)(1)(N) of the Mandatory Reporting Rule. The currently proposed revisions are
shown in underline, while PacifiCorp’s proposed revisions are shown in bolded double
underline and strike-out. The clarifying language below is designed to retain the current
method (i.e., based on reporting year) of calculating the RPS Adjustment.

(N)  For verification purposes, retain meter generation data from all
specified sources to document that the power claimed by the reporting
entity was generated by the facility or unit at the time the power was
directly delivered. This is applicable to imports from specified resources

under § 95852(b)(3) of the cap-and-trade regulation for which ARB has

calculated an emission factor of zero, and for imports from California
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Renewable Portfolio Standard (RPS) eligible resources under §
95852(b)(4) of the cap-and-trade regulation, excluding: (1)

grandfathered contracts under the California RPS program that “count in
full” under Public Utilities Code Section 399.16(d); (2) dynamically tagged
power deliveries; (3) untagged power deliveries; and (4) nuclear power.
Accordingly, a less of analysis is required pursuant to the following

Sum of Lesser of MWh = ¥HMsp, min(MGsp, TGsp)

Where:

2HMsp, = Sum of the Heurby-Minimum of MGsp and TGsp (MWh),
calculated hourly in the case of specified sources claimed under
2 fth -and- tr r lation an Icul for

the reporting vear for purposes of the RPS adjustment calculation
nder 2(b)(4) of th -and-tr r lation.

MGsp = metered facility or unit net generation (MWh).

TGsp = tagged or transmitted enerqy at the transmission or sub-

transmission level imported to California (MWh). (PCORP1)

Response: The commenter is concerned that the proposed meter data
requirement language would prevent an entity from claiming any over-generation
amounts, relative to scheduled values, as an RPS Adjustment. This is not the
case. For example, if an entity schedules 100 MW in a given hour, but the unit
actually generates 110 MW, the commenter contends that they should be able to
take an RPS Adjustment for the extra 10 MW that cannot be imported to
California. Over-generation amounts, relative to scheduled values, are eligible to
be claimed as RPS Adjustments, assuming all other applicable requirements are
met.

In addition, the concern expressed by the commenter, that the proposed meter
data requirement language would somehow cap generation associated with
firming and shaping contracts, is misplaced. The concerns raised by the
commenter have been addressed by moving the meter data requirement from
section 95111(g)(1)(N) to new subsection 95111(b)(2)(E). By moving the
requirement, it will be clearly associated with certain specified source import
claims, not with RPS Adjustments.

B-10. Multiple Comments: The proposed change to the MRR structure that would
include in MRR§ 95111(g)(1)(N) a requirement to perform a “lesser of” calculation for
certain specified resources. SMUD remains opposed to this requirement in general, but
appreciates the continued narrowing of application apparent in the proposed text for
§95111(g)(1)(N). SMUD recommends at least additional narrowing, if not complete
removal, of this proposed policy, and provides a rationale for our proposal below.
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SMUD Recommends Removal of or Alternative Language for New Meter

Data Reporting And Subsequent Calculations For Specific Resources

ARB staff proposed new language in § 95111(g)(1)(N) to clarify existing requirements
about what is supposed to happen with hourly meter generation data that is currently
required to be retained for verification purposes. The new language (shown below)
indicates that for certain resources an hourly comparison between metered and
“scheduled” data must be made and the sum of the lesser of these hourly values be
calculated for reporting.

(g9) Requirements for Claims of Specified Sources of Electricity, and for Eligible
Renewable Energy Resources in the RPS Adjustment.

*k%k

(1) Registration Information for Specified Sources and Eligible Renewable
Energy Resources in the RPS Adjustment. The following information is

required:

*k%

(N) For verification purposes, retain meter generation data from all
specified sources to document that the power claimed by the
reporting entity was generated by the facility or unit at the time
thepower was directly delivered. This is applicable fo imports from
specified sources for which ARB has calculated an emission factor

of zero. and for imports from California Renewable Portfolio
Standard (RPS) eligible resources, excluding: (1) grandfathered

contracts under the California RPS program that “count in full” under

Public Utilities Code Section 399.16(d): (2) dynamically tagged
power deliveries: (3) untagged power deliveries; and (4) nuclear

power. Accordingly. a lesser of analysis is required pursuant to the
following equation:

Sum of Lesser of MWh = 3HMsp min(MGsp. TGsp)

Where:

2HMsp = Sum of the Hourly Minimum of MGsp and
TGsp (MWh).

MGsp = metered facility or unit net generation (MWh).

TGsp = tagqged or transmitted enerqy at the transmission or
sub-transmission level imported to California (MWh).

(A) SMUD’s Recommendation and Suggested Language. SMUD
appreciates the ARB staff’'s attempt to clarify this requirement. The “lesser
of” calculation has not previously been required in the text of the MRR, but
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has been addressed and requested in various reporting guidance
documents or templates with some ambiguity. The revised proposed
language significantly narrows of the application of the “lesser of” structure
from prior expectations in GHG reporting, but SMUD does not think that the
proposed clarification yet gets this right.

SMUD continues to recommend that the ARB completely remove the requirement for a
“‘lesser of” analysis in the MRR. We believe that the “lesser of” analysis merely adds
complication and administrative burden without any commensurate benefit in terms of
accuracy of GHG reporting or ability to verify such reports. If the rationale is to match
the “lesser of” analysis required by the CEC and the CPUC for certain resources in
California’s 33% RPS, then the proposed language will not achieve this purpose
because the proposed language distinguishes between renewable and fossil emissions,
whereas the structure in the RPS arena is intended to distinguish between types of
renewables. However, if ARB desires to maintain the “lesser of” structure several
issues should to be addressed.

First, while the proposed language is more closely aligned with the CEC/CPUC “lesser
of” analysis for the RPS, it still does not achieve the purpose of matching the
CEC/CPUC structure. The language attempts to reach that match by enumerating
specific types of specified resources that are excluded from the “lesser of” analysis
requirement. As virtually all specified source resources are excluded, this is
cumbersome. A better structure would simply list the specified source resources to
which the analysis would apply to match the CEC/CPUC treatment.

Second, the proposed “lesser of’ language is misplaced in § 95111(g)(1) because the
operational data requested in new paragraph (N) would not be available to meet the
reporting deadline there. Subsection (g)(1) of § 95111 is aimed at prior registration of

specified sources, with data due by February 1% of each year, so that emission factors
can be determined and provided for these sources for the full reporting later in the year.
Parts (A)-(L) in § 95111(g)(1) request “static” information -- not dependent upon any
operational data from the previous year. Operational data is not fully available by
February 1%, hence the proposed “lesser of” analysis cannot be accomplished in the
timeframe expected in the proposed regulations. The same constraint applies to
§95111(g)(1)(M), which refers to the status of RECs for the previous year — this
information is not fully available by the due date. SMUD suggests that both
§95111(g)(1)(M) and (N) be moved in the regulation to be separate requirements in
§95111(g), as shown as (g)(6) and (g)(7) below, to meet a June 1st reporting date.

Third, in addition to specified sources that are directly delivered, subsection (g)(1) of

§ 95111 also requests prior registration information for resources that will require use of
the RPS adjustment. It is SMUD’s understanding from discussions with ARB staff that
the “lesser of” analysis is not intended to apply for resources needing the RPS
Adjustment, yet there remains apparent confusion about this amongst market entities, in
part because § 95111(g)(1) applies to both types of resources. The proposed language
attempts to address this confusion by including language that limits the “lesser of”
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analysis just to “specified sources”. This is another reason to remove the language from
this subsection to a place where it is less confusing.

Fourth, it is unclear from the proposed language how the proposed “lesser of” analysis
should affect emission factors used in mandatory reporting. The implication is that the
specified source emission factor would only be used for the generation that results from
the “lesser of” calculation, but this is not explicitly stated by the language. Nor is there
clarity in the proposed language about what emission factor should be used for the
remaining generation that is scheduled into California. It may seem reasonable to use
the “unspecified” emission factor for this remaining generation, but this is not explicitly
stated. If that is the expectation, there is a potential mismatch with CEC/CPUC RPS
policy, since in that structure the “lesser-of” analysis does not divide between zero-
emission renewable and unspecified emitting resources, but rather between
“categories” of zero-emission renewable sources. If the ARB handles this potential
discrepancy by allowing the “RPS adjustment” to be used to offset the associated
emissions from the generation excluded by the “lesser of” analysis, there is a potential
conflict with the MRR and Cap and Trade regulations, since the emissions are
associated with energy from directly delivered specified sources, while the “RPS
Adjustment” is clearly limited to renewable sources that are NOT directly delivered.

SMUD is suggesting the following language to “cure” the issues discussed above, with
comments and redline/strikeout edits:

(g9) Requirements for Claims of Specified Sources of Electricity, and for
Eligible Renewable Energy Resources in the RPS Adjustment.

Each reporting entity claiming specified facilities or units for imported or
exported electricity must register its anticipated specified sources with ARB
pursuant to subsection 95111(qg)(1) and-by February 1 following each data year
fo obtain associated emission factors calculated by ARB for use in the
emissions data report required to be submitted by June 1 of the same year.
Each reporting entity claiming specified facilities or units for imported or
exported electricity must also meet requirements pursuant to subsection
95111(g)(2)-(6%) in the emissions data report. Each reporting entity claiming an
RPS adjustment, as defined in section 95111(b)(5), pursuant to section
95852(b)(4) of the cap-and-trade regulation must include registration
information for the eligible renewable energy resources pursuant to subsection

95111(g)(1) in the emissions data report. Prior registration-and-subsection
9511 H{gH2){(6)-donotapply-to-RPS-adjustments. Registration information and

the amount of electricity claimed in the RPS adjustment must be fully reconciled
and corrections must be certified within 45 days following the emissions data
report due date.

(1) Registration Information for Specified Sources and

Eligible Renewable Energy Resources in the RPS
Adjustment. The following information is required:
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(6)  Additional Information for Renewable Specified
Sources. Provide the primary facility name, total number of
Renewable Energy Credits (RECs), the vintage year and
month, and serial numbers of the:

(A) RECs associated with electricity generated,

directly delivered, and reported as specified imported

electricity and document whether or not the RECs have

been placed in a retirement subaccount.

(B) For verification purposes, retain meter generation data when
available from all imported specified sources that meet the
requirements of Public Utilities Code 399.16(b)(1)(A) to document
that the power claimed by the reporting entity was generated by
the facility or unit at the time the power was directly delivered.
For these resources, a specified source emission factor only
applies to the amount of generation calculated by the following
equation:

Sum of Lesser of MWh = >HMsp min(MGsp, TGsp)
Where:

2HMsp = Sum of the Hourly Minimum of MGsp and TGsp
(MWh).

MGsp = metered facility or unit net generation (MWh).
TGsp = tagged or transmitted energy at the transmission
or

sub-transmission level imported to California (MWh).

Any remaining generation should use the unspecified emission
factor and is considered not directly delivered and eligible for
RPS adjustment treatment.

(7)  Additional Information for RPS Adjustments. Provide
the primary facility name, total number of Renewable Energy
Credits (RECs), the vintage year and month, and serial
numbers of the:

1. RECs associated with electricity procured from an
eligible renewable energy resource and reported as an
RPS adjustment as well as whether the RECs have
been placed in a retirement subaccount and designated
as retired for the purpose of compliance with the
California RPS program.
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2. RECs associated with electricity procured from an
eligible renewable energy resource and reported as an
RPS adjustment in a previous emissions data report
year that were subsequently withdrawn from the
retirement subaccount, or modified the associated
emissions data report year the RPS adjustment was
claimed, and the date of REC withdrawal or
modification.

If the ARB insists on including a “lesser of” analysis, but is unable at this stage of the
regulatory process to make all of the changes recommended for easing confusion and
adding consistency, SMUD suggests the following changes to the proposed
modifications, and recommends that the ARB provide guidance to clarify the other
issues described above until they can be addressed in the regulations:

(N) For verification purposes, retain meter generation data when available from
all specified sources that meet the requirements of Public Utilities Code
399.16(b)(1)(A) to document that the power claimed by the reporting entity was
generated by the facmty or unit at the tlme the power was d/rectly delivered.

a—lesse#ef—ana#vsis—ls—lﬁeewreel ea#suam—te—For these resources, a speCIf/ed

source emission factor only applies to the amount of generation calculated by
the following equation:

Sum of Lesser of MWh = 3HMsp min(MGsp, TGsp)

Where:

2HMsp = Sum of the Hourly Minimum of MGsp and TGsp
(MWh). MGsp = metered facility or unit net generation (MWh).

TGsp = tagged or transmitted enerqy at the transmission or sub-
transmission level imported to California (MWh).

Any remaining scheduled energy should use the unspecified emission factor
and is considered not directly delivered and eligible for RPS adjustment
treatment.

A. SMUD’s Initial Statement of Reasons: As stated above, SMUD

recommends complete removal of the “lesser of” analysis proposed by
ARB staff for the following reasons. We believe that the proposed “lesser
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of” analysis merely adds complication and administrative burden without
any commensurate benefit in terms of accuracy of GHG reporting or
ability to verify such reports. The proposed language:

Does not match CEC/CPUC RPS policy

Is inconsistent with market scheduling and tracking processes

Is inconsistent with other MRR and Cap and Trade rules and definitions
Provides no improvement in emission reporting accuracy

Mismatch with CEC/CPUC RPS Policy: The CEC and CPUC have interpreted SBX1
2 to mean that certain specific renewable contracts must be tracked/verified on an
hourly basis. However, this policy only applies to eligible renewable contracts signed
after 6/1/2010 from resources that are located outside of CA (generally) and where the
power is “directly scheduled” into California, without either using substitute power
explicitly or being dynamically scheduled. The proposed language appears to attempt
to match this policy, although in a seemingly confusing manner, and with the clear
mismatch of also applying to specified large hydro sources.

In addition, even when the resources subject to the ARB GHG “lesser of” policy are the
same as the resources subject to the CEC/CPUC RPS “lesser of” policy, the end result
may end up being inconsistent with without further changes to the ARB proposal. The
CEC/CPUC “lesser of” policy has the intent of dividing between two “types” of
renewable generation to be counted. The CEC/CPUC “lesser of” total is deemed
“product content category 1” (PCC1), while any scheduled power above this total is
deemed to be either a “product content category 2” (PCC2) or “product content category
3” (PCC3) resource, depending on contract specific circumstances (this remainder will
almost certainly be considered PCC3 by the CEC). The point here is that all of the
scheduled power is deemed renewable under the RPS, even when the “lesser of”
analysis yields a smaller number. It is unclear in the proposed regulations, but it would
appear from previous discussions with ARB staff, that the proposed ARB policy would
result in a “lesser of” total that would be deemed to have specified source emissions
(zero-GHG renewable), while any scheduled import above this total would presumably
acquire a default emissions factor.

Hence, there could be a situation where the CEC/CPUC are counting imported power
as “renewable”, but the ARB is imposing a default emissions factor for this same power.
This normally is accounted for under the Cap and Trade Program by using the “RPS
Adjustment”, and that may be feasible here as well, but it would seem that such use of
the RPS adjustment would require further changes in MRR and the Cap and Trade
regulations to clearly allow this treatment (see below for more discussion of the potential
inconsistency and complications with MRR/C&T regulations and the proposed policy).

Inconsistent with Market Scheduling and Tracking Practices: Commercial
transactions are typically structured with monthly or even annual reconciliation of
contracted-for and transmission-scheduled imported power, in contrast to the hourly
“reconciliation” envisioned by the proposed MRR policy. The CEC'’s policy to reconcile
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certain, limited renewable transactions on an hourly basis also suffers from this problem,
but it has limited application and the CEC believes that they are required by SBX1 2 to
follow this path. The ARB has no similar legal language to interpret as a potential
requirement its hourly reconciliation proposal.

For the California RPS, renewable generation nearly always must be tracked in the
Western Regional Energy Generation Information System (WREGIS). This tracking
occurs through WREGIS “certificates”, with each “certificate” (essentially a REC)
representing a MWh of renewable generation. These certificates are created, held,
moved from one account to another, and retired with reference to the month of
generation, not the hour. Hourly generation is not tracked in WREGIS, only monthly
generation. Hence, the CEC/CPUC policy has required creating a tracking structure
outside of WREGIS to consider hourly generation versus scheduled data, which will then
presumably be used to divide the monthly WREGIS numbers into different “categories”
of renewable generation.

Non-renewable, but zero-emission, generation is not tracked in WREGIS, but
reconciliation of what is generated versus what is actually delivered (via e-tags) is
typically done on a monthly basis. While it is true that e-tags are hourly, market
transactions are normally not reconciled on an hourly basis, allowing for typical small
differences between actual generation and transmission-scheduled power to “factor out”
over time. This allows baseload generating facilities to be procured and scheduled
across transmission lines without either: 1) suffering the transaction costs of accounting
for minor differences between the generation and the scheduled amounts, or 2) using
up space on the transmission system by overscheduling to insure receiving the full
amount of contracted generation.

What this comes down to for the importer is usually a monthly import total from a
specified source that is simply the sum of the hourly e-tags. The importer in most
cases does not have access to the metered generation data, nor do they perform
any hourly “matching” or “true-up” procedures — they simply verify that they are getting
the delivered amounts, properly “tagged”, as per contract. Importers do not normally
see or participate in the reconciliation between tags and generation. This reconciliation
happens between the generator and their respective balancing authority to account for
any small hourly deviations.

In addition, some contracts are not for the entire output for a particular generator. In
these cases, just like with full-output contracts, the contracting party simply depends on
the proven, scheduled, delivery of the contracted amount of power, verified by e-tags.
As usual, the importer or contracting party will not normally have access to or
rights to information about the metered generation from the facility, particularly in
cases where a portion of the generation is being sold/used by some other party.
Here, there is no market or contractual reason for the importing party to have

knowledge of what the total amount of generation from a particular facility is, or where
any generation beyond that contracted for goes, on any timeframe. All that really
matters is that the contracted-for generation amount is scheduled as per agreement,
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which is verified by the schedule e-tags. In general, SMUD believes that ARB should
avoid requesting information from importers that they do not normally have as
part of market transactions.

Finally, it is unclear exactly how the ARB policy being proposed (or the more limited
CEC policy, for that matter) would apply to “multi-fuel” facilities. The hourly metered
generation from these facilities may or may not correspond well to annual renewable
totals being determined and used. Generally, a facility can use up to 2% fossil fuels and
have all the generation counted by the RPS as renewable, above that percentage, only
the renewable portion counts. This is, SMUD believes, determined on an annual basis
— certainly not on an hourly basis.

Inconsistent with MRR and Cap And Trade Rules: Itis unclear in the proposed text
exactly how emissions would be attributed to power remaining from the “lesser of”
calculation. However, previous discussions with ARB staff suggested that the RPS
Adjustment could be used to, in effect, restore the zero-emissions aspect of the imported
power falling above the “lesser of” total. If that is the concept, it appears to be
inconsistent with the definitions and rule requirements in the MRR and Cap and Trade
regulations, requiring ARB to either make modifications to these definitions and rules or
suggest in guidance that they be used for hourly reconciliation even though inconsistent.

For example, the MRR and Cap and Trade regulations define substitute power as:

“Substitute power” or “substitute electricity” means electricity that is provided to
meet the terms of a power purchase contract with a specified facility or unit
when that facility or unit is not generating electricity. [emphasis added ]

This is consistent with a typical use of substitute power, for a “firmed and or shaped”
contract, where the scheduled power from a contract comes in hours when a facility is
not generating. However, the proposed ARB “lesser of” policy appears to imply use of
the “substitute power concept” in hours where a specified facility or unit is generating
electricity almost as expected, but not exactly at the level in the hourly import schedule
for the contract. This seems inconsistent with the definition of “substitute” power in the
regulations.

Also, the Cap and Trade regulations in § 95852 (b)(4)(D) state regarding the RPS
Adjustment requirement:

(D)  No RPS adjustment may be claimed for an eligible renewable
energy resource when its electricity is directly delivered.

However, the proposed ARB hourly reconciliation policy applies, as SMUD understands
it, only to specified source imports that are directly delivered. If the RPS Adjustment is
contemplated for use here, it would seem that ARB staff and obligated entities would be
using the RPS Adjustment in a manner inconsistent with the Cap and Trade regulations.
In addition, this use of the RPS Adjustment is clearly different than the typical use,
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which requires RECs tabulated on an annual basis to determine an adjustment to
emissions imported from entirely different sources, even in entirely different years than
the underlying renewable generation.

No Real Improvement in Reporting Accuracy: SMUD understands from discussions
with ARB staff that one rationale for the proposed “lesser of” hourly reconciliation policy
is to achieve greater accuracy in reporting of emissions from imported power. The logic
goes that in hours in which the scheduled import is greater than the specified source
generation, the imported power is only partially from the specified source, with the
remainder from an unspecified, default or “system” source. On the other hand, in hours
where the scheduled import is less than or equal to the specified source generation, the
imported power is fully from the specified source, but any excess generation in that hour
is not imported to California, but normally used in the system where the generator is
located. This leads to the concept that the accuracy of reported emissions from imports
may be improved by hourly reconciliation as proposed by MRR staff -- by using the
default emissions factor rather than the specified source factor to account for the
emissions associated with the unspecified or “system” power in those hours where
specified generation is less than scheduled. However, in reality, this policy is likely to
only provide a false sense of improving the precision of identifying which sources are
contributing in certain hours, while likely decreasing the overall accuracy of the imported
emissions picture.

The default emission factor is a broad reflection of system or unspecified emissions over
a timeframe of multiple years from systems outside of California in general, not an
accurate measure of unspecified source emissions in any particular hour from any
particular location. This works fine to attribute emissions to unspecified imports in
general, particularly in the absence of a specified source being part of a particular
transaction or contract (that is, a straight up purchase of unspecified power). It may be
appropriate to update this factor periodically, to reflect changes in sources that have
been specified in contracts, and hence removed from the “unspecified” mix.

In reality, there will be a highly variable mix of resources contributing to unspecified
imports from a particular location on an hourly basis. Hence, using the default emission
factor as it stands for the partial “system” or unspecified generation in those hours
where the generation from an actual specified source is less than scheduled is in effect
using a relatively constant approximation for the likely highly varying unspecified
emissions from that location in those hours. We use a relatively constant, high-level
default emissions factor because it would be problematic for the market to have a
frequently varying default emissions factor for imports (not to mention cost-prohibitive, if
not impossible).

In an individual case where a specified source is newly contracted for and imported to
California, it alters the emissions that would come from any remaining, unspecified
power in the system where the source is located, but we do not and should not change
the default emissions factors to reflect this. The emissions from this remaining,
unspecified, power also vary from hour to hour (and minute to minute), depending on
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what resources are generating in that hour (or minute) in the system, what resources are
on the margin, and what other resources have been “tied up” already in specified
contracts. But again we use a constant, high-level default emissions factor.

Examining what happens in reality to actual emissions on an hourly basis when a
specified source generates more or less than scheduled leads to the conclusion that
overall accuracy is not improved by using the default emissions factor for a portion of the
specified generation in any hour. More specified source generation than scheduled will
contribute more to the overall emission profile of a system than expected, and vice versa
when generating less, all else being equal. A theoretical, completely “accurate”
calculation would adjust the remaining system emissions based on the metered
generation of the specified source. So, in this hypothetical structure, if we look at an
hour in which a zero-emissions specified source is generating less than the scheduled
amount, the remaining emissions would presumably be higher, reflecting the lower than
expected generation from that zero-emission specified source in that hour. In an hour
when the zero-emissions specified source is generating more than scheduled, the
greater-than-expected (but not imported) generation from that source would tend to
reduce the remaining emissions in the system in that hour. Hence, assigning a portion
of the scheduled specified source import for an hour to unspecified power using the
constant default emissions factor does not appear to improve emission reporting
accuracy, and may in effect distort the overall picture of imported emissions. It is more
accurate to simply use the specified source emission factor for all scheduled power,
without a “lesser of” hourly reconciliation. (SMUD1)

Comment: Good afternoon, Chair Nichols and members of the Board. | want to start,
as many do, by thanking staff for the work that's gone on on some of these issues over
the last year. As Cindy Parsons from LADWP mentioned, we've been talking to staff
about some of these issues for over a year. And, | wanted to particularly focus on the
lesser of hourly meter generation requirement. | think a year ago we were worried that
that was applying to all specified source imports of any type basically. And the
narrowing has now | believe gotten it down with further potential language changes to
only matching the similar lesser of analysis that the Energy Commission requires for
certain categories of renewable resources. So we're already having to do that analysis
for the Energy Commission. | still wonder why we would have to do it here as well
because at the Energy Commission it's dividing up between two kinds of renewables.
And here, it seems like what we'd be looking at is only -- we would be dividing up
between a renewable and an unspecified source with an emission factor. And then
potentially have to go and calculate an RPS adjustment for that one remainder of the
division. So that's one question or issue | still have with this.

And the second is in SMUD's case, we have one contract in which this applies for which
we don't get all of the generation. We only contract for a portion of it. And in that
particular case, as | think many commenters have pointed out, the whole lesser-of
calculation is kind of moot because it will always be the scheduled amount that is the
lesser of. We are going through the exercise, but it won't make any difference in any of
the underlying calculations. But | appreciate the narrowing, and I'm glad we're going to
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have some further talk on 15-day language to further consider some of these issues.
And we're working good with staff on it. So thank you. (SMUD2)

Response: Under MRR, greenhouse gas emissions are reported to ARB.
Under the RPS Program, publicly-owned utilities (POU), like SMUD, report
megawatt-hours of renewable power to the CEC. However, a CEC report on
renewable power is not a viable substitute for similar, but related, reporting
requirements under MRR.

The commenter states that a lesser of analysis is moot because the metered
output from the renewable resource will always equal the scheduled amount.
This is not correct. In a lesser of analysis, the metered generation amount in
each hour is compared with the scheduled transmission value, and only the
lesser of the two can be claimed as imported, directly delivered power to
California. Consider an Oregon wind project that only generates 85 MW in a
given hour, but 100 MW is scheduled for that hour on a single NERC e-tag.
Because only 85 MW was generated and 100 MW is scheduled, an additional 15
MW must be obtained to meet the scheduling requirement of the e-tag. This
additional 15 MW will typically be provided by the Transmission Provider (TP)
and would typically consist of unspecified power from the host balancing
authority area, which must be separately reported under MRR. While 100 MW is
directly delivered to California during that hour, only 85 MW can be claimed as
zero emission power, whereas the remaining 15 MW must be claimed as
unspecified power.

B-11. Comment: Meter Data Retention

The proposed amendments would change section 95111(g)(1)(N), and add a new data
retention and verification requirement. This requirement comes under the section titled
“‘Requirements for Claims of Specified Sources of Electricity, and for Eligible Renewable
Energy Resources in the RPS Adjustment.” The proposed amendments to this section
would require reporters, for verification purposes, to: (1) retain meter generation data
from all specified sources, and (2) include a new equation that reporters must use to
determine the amount of generated and scheduled power that can be reported as
specified source power. The intent is to accurately report the amount of power that can
be reported as specified power, if there is a difference between the amount of electricity
generated within an hour, and the amount of electricity scheduled or metered into a
California balancing authority within that same hour. The ISOR states that this is
necessary because there “could be situations where a renewable source, which may not
have a compliance obligation, is scheduled, but not actually delivered to California. For
the integrity of the Cap-and- Trade Program, it is important to accurately assign
compliance obligations on actual delivered electricity.” (ISOR, p. 20) While NCPA does
not disagree that it is important to have accurate data, the placement of this new
provision causes confusion regarding the scope of the required data. While Staff has
confirmed that the information at issue is not applicable to use of the RPS adjustment,
due to the fact that the proposed amendments are placed in section 95111(g)(1), the
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requirement would appear to also cover the RPS adjustment. NCPA understands that
Staff is reviewing the regulation and working with stakeholders to better describe
application of the required information or move the requirement to a different part of the
regulation. The Board should direct that these clarifications be reflected in 15-day
changes prior to approving the proposed amendments. (NCPA1)

Response: For clarity, and in response to stakeholder comments, the proposed
language has been moved from section 95111(g)(1)(N) to new subsection
95111(b)(2)(E) because it is a provision associated with specified source imports.
In addition, six exclusions from this requirement have been added to more clearly
define its applicability.

CAISO Sales Requirements

B-12. Multiple Comments: 2. Potential New CAISO Market Sales Reporting
Requirements Under §895111(a)(12)

ARB'’s 45-Day Proposed Language: “Electrical Distribution Utility Sales into CAISO. All
electricity distribution utilities except IOUs must report the annual MWh, by source, of all
electricity sold in the CAISO market, and the emission factor for each source, beginning
with calendar years 2013 and 2014, reported in 2015.”

SCPPA Proposed Revision:

“Electrical Distribution Utility Sales info CAISO. Al Except for (a) IOUs and (b) POUs
that consign all their allocated allowances for auction and attest that no auction
proceeds will be used to meet compliance obligations associated with sales into
the CAISO markets, electricity distribution utilities exeeptdOYs must report the annual
MWh, by source or system as specified on the NERC E-tag, of alelectricity sold in the
CAISO market per the CAISO tariff, and the emission factor for each source or system
as applicable, beginning with calendar years 2013 and 2014, reported in 2015.

1. This proposed language exempts POUSs that consign 100% of their allocated
allowances to auction and do not use any of the auction proceeds to meet
compliance obligations associated with electricity sold into the CAISO. The
attestation eliminates the verification process to address ARB staff’s stated
concern that third party verifiers are not allowed to verify POU’s allowance
positions.

2. This proposed language specifically references the CAISO tariff.

3. This proposed language provides the flexibility to report by source (for POUs
within CAISO) or in aggregate (for

POUs outside the CAISO) and by source specific emission factor or system
average emission factor.
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3. Add definition of Electricity Sold in the CAISO Market

For clarity, the Mandatory Reporting Regulation should include a definition of electricity
sold in the CAISO market.

SCPPA Proposed Definition:

Electricity Sold in the CAISO Market means any transaction that is financially
settled by the CAISO under the CAISO tariff, where the California Independent
System Operator (CAISO) is the contracting counterparty, except for the
exclusions specified in Section 11.29 of the CAISO tariff. (SCPPA1)

Comment: M-S-R urges the Board to direct that the proposed amendments be revised
to: (2) tailor the requirements for EDU reporting of annual sales into the CAISO to
entities that do not consign all of their freely allocated allowances into the limited use
holding account, limit the applicability to electricity not covered by section 11.29 of the
ISO tariff, and clarify the use of emissions factors for system power;

Section 95111(a)(12) — Reporting Sales Into the CAISO

In order to verify that freely allocated allowances are used only for purposes authorized
under the Cap-and-Trade Regulation, the proposed amendments would require
reporting of “sales into the CAISO.” As a threshold matter, before applying a reporting
requirement to “sales into the CAISO,” CARB must define what these transactions are.
Consistent with the recommendations of both the Northern California Power Agency and
the Southern California Public Power Authority, M-S-R believes that the definition should
specifically exclude transactions that are “self scheduling” as defined in section 11.29 of
the CAISO tariff, since these transactions are not sales, and therefore, not subject to the
restrictions in section 95892(d)(5). Accordingly, M-S-R urges the Board to direct 15-day
changes to the proposed amendments that include the following definition for “sales into
the CAISO™:

“Electricity Sold in the CAISO Market means any transaction that is
financially settled by the CAISO under the CAISO tariff, where the California
Independent System Operator (CAISO) is the contracting counterparty,
except for the exclusions specified in Section 11.29 of the CAISO tariff.”

For purposes of determining the applicability of this newly proposed reporting
requirement, M-S-R urges CARB to exclude POUs and Electrical Cooperatives that
place all of their freely allocated allowances into their limited use holding accounts for
consignment to auction. This distinction would place the non-IOU EDUs that do not
put freely allocated allowances into their compliance accounts into the same reporting
obligation as the IOUs. Furthermore, this could be confirmed and verified each year
without the release of confidential or proprietary information, and without adversely
impacting the auction markets. The proposed amendment should also be revised to
reconcile the use of the terms “Electrical Distribution Utility” and “Electric Power Entity.”
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The definition for “electrical distribution utilities” found in the Cap-and-Trade Regulation
should be added to the MRR, and the provisions of proposed § 95111(a)(12) should
reflect the difference between the two terms. Accordingly, M-S-R recommends that the
following clarification be added to the proposed amendment:

“Electrical Distribution Utility Sales into CAISO. Electric power entities that
are Al-eleetrieity-electrical distribution utilities; except for (a) IOUs and (b)

M-S-R has also observed that there are no provisions in the regulation to calculate non-
facility- specific or non-unit-specific emission factors for sources in California. Entities
such as M-S-R’s members sell electricity from their “system,” not from a specific
generator or generation facility,® similar to the manner in which electricity is often
imported into California. However, the default emissions factor for unspecified power in
§ 95111(b)(1) seems to apply to electricity imports only, and would not appear to apply
to in-state resources. Changes are needed to address this issue, although it presents
complexities that are not easily explained or clarified in regulatory language. M-S-R has
been in discussions with CARB staff regarding this matter, and is encouraged that a
solution can be crafted. Accordingly, M-S-R asks that the Board recognize the need for
this clarification and direct that 15-day changes be worked out with staff and
stakeholders. (MSR1)

Comment: §95111 (a)(12)- This proposed amendment would require electricity
distribution utilities to " ...report the annual MWh, by source, of all electricity sold in the
CAISO market, and the emission factor for each source ..." This requirement should be
modified to allow utilities to report either by source or by system, to accommodate
differences between utilities within and outside of the California Independent System
Operator (CAISO) balancing authority . Without the ability to report by system, LADWP
is concerned that the uncertainty involved in estimating an individual source of electr
icity from within a utility's system may adversely affect the verification statement for the
entire Electric Power Entity report. Also, this reporting requirement should be limited to
electricity where the reporting entity is the First Deliverer, as defined in the MRR, since
there is no compliance obligation on electricity that is re-sold within California.

Reporting of Electricity Sold into the California Independent System Operator
(CAISO) market [§95111(a)(12)]

ARB Proposed Amendment

ARB is proposing to add the following new requirement to the Electric Power Entity
report:

95111(a)(121) Electrical Distribution Utility Sales into CAISO. All electricity
distribution utilities except IOUs must report the annual MWh, by source, of all

® Examples shown on REU e-tags are REDDR1 (Redding), SMUDSY'S (SMUD system), TID.System
(Turlock Irrigation District), and RSVL (Roseville system).
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electricity sold in the CAISO market, and the emission factor for each source,
beqginning with calendar years 2013 and 2014, reported in 2015.

This proposed amendment is related to the prohibition on the use of GHG
emission allowances in section 95892(d)(5) of the Cap & Trade regulation. The
intent is to ensure that Publicly Owned Utilities (POUs) purchase a sufficient
number of GHG emission allowances to satisfy the compliance obligation
associated with electricity sold into the CAISO wholesale electricity market.

Analysis and Concerns:

1. Alternative Reporting Methods to Allow for Differences among POUs:
There is no one- size-fits-all method for determining electricity sold in the
CAISO market that is suitable for all utilities. Differences among the utilities
should be recognized and accommodated. A method appropriate for POUs
within the CAISO balancing authority may not work for POUs outside of the
CAISO balancing authority. For example, POUs within the CAISO use an
hourly resource stacking method to determine net sales into the CAISO, so
it is feasible for them to estimate emissions from individual generating
resources. However, for POUs outside of the CAISO that sell power from
their system rather than from a specific generating facility or unit, the only
way to accurately estimate emissions associated with electricity sold into the
CAISO would be to use an overall system average emission factor. The rule
language should be modified to allow utilities to report either by source or by
system.

2. Complexity of Estimating GHG Emissions for Wholesale Sales:
Determining the mega- watt hours (MWh) of electricity sold in the CAISO
wholesale electricity market is fairly straightforward. However, estimating
emissions associated with those sales is complex. Electricity generated by
POUs can go to serve native load or wholesale sales. For POUs outside of
the CAISO that have a diverse portfolio of generating resources, it can be
difficult to estimate which generating resource(s) supplied electricity for the
wholesale sale. If a POU is also a balancing authority (such as LADWP) that
uses its internal generating resources to support transmission losses and
balance the system, it can be extremely complicated.

3. Verification Concerns: For POUs outside of the CAISO, the ability to
report by system is essential. Without this option, the complexity and
uncertainty involved in estimating a source of electricity within their system
that supported the wholesale sale may result in an Adverse Verification
Statement for the entire Electric Power Entity report.

4, First Deliverer only : Since the purpose of this reporting requirement is
to ensure that POUs purchase sufficient GHG emission allowances to cover
the compliance obligation for electricity sold into the CAISO market ,
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electricity that was generated by a different entity, purchased by the POU
and then resold into the CAISO should be excluded under this reporting
requirement. The First Deliverer of the electricity is responsible for the
compliance obligation. There is no compliance obligation on electricity that is
re-sold within California. Therefore, this reporting requirement should be
limited to electricity where the POU is the First Deliverer, as defined in the
MRR.

Recommendations

1.

No single reporting method is suitable for all utilities; therefore the rule
language should allow utilities to report either by source (for POUs within the
CAISO) or system (for POUs outside the CAISO), whichever is appropriate.

For clarity, "Electricity Sold in to the CAISO Market" should be defined.

Throughout the MRR, GHG emissions are reported as an annual aggregate. To
be consistent, this new requirement should be revised to report aggregated
annual MWh and GHG emissions (as the sum of hourly data for electricity sold
into the CAISO), rather than by emission factor (which may vary from hour to
hour). Reporting by emission factor implies hourly data, which is not appropriate
for an annual report.

Since there is no compliance obligation on electricity that is re-sold within
California, this reporting requirement should be limited to electricity where the
reporting entity is the First Deliverer, as defined in the MRR.

Recommended Revisions to the Proposed Rule Language

LADWP recommends the following revisions to the proposed reporting requirement:

95111(a)(12)

"Electrical Distribution Utility Sales into CAISO. Al-Except for (a) IOUs and (b)
POUs that consign all their allocated allowances to auction and attest that no
auction proceeds will be used to meet compliance obligations associated with
sales into the CAISO markets, electricity distribution utilities execeptiOUs must
report the-aggregated annual MWh and GHG emissions, by source or system as
specified on the NERC E-tag, of all electricity sold in the CAISO market per the
CAISO tariff. where the electricity distribution utility is the First Deliverer and-the
emission-factorforeach-source, beginning with calendar years 2013 and 2014,
reported in 2015.

Add definition of Electricity Sold in the CAISO Market
Electricity sold into the CAISO market means any transaction that is financially
settled by the CAISO under the CAISO tariff, where the California Independent
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System Operator (CAISO) is the contracting counterparty, except for the
exclusions specified in Section 11.29 of the CAISO tariff. (LADWP1)

Comment: Reporting ISO Sales Data Staff has proposed adding Section 95111(a)(12),
that would impose a new reporting requirement on non-IOU electrical distribution utilities
(EDUs), that according to the Initial Statement of Reasons (ISOR), are intended to
“‘quantify the electricity sales that would be subject to the prohibition on uses of
allowance value specified in the Cap-and-Trade Regulation.” (ISOR, p. 4) The ISOR
notes that this is necessary because “to date systematic reporting data had not been
collected to monitor and enforce the prohibited use of allowance value in the Cap-and-
Trade Regulation.” (ISOR, p. 8)

NCPA is concerned that requiring reporting of “sales into the CAISO” without clarifying
what such transactions are could cause needless reporting and the collection of
unnecessary data. As a starting point for effectively utilizing this proposed amendment,
the regulations should include a definition of “Sales into the CAISO.” NCPA
recommends that the definition for sales into the CAISO recognize the fact that the ISO
tariff allows for scheduling of electricity that is not actually a sale, and therefore, not
subject to the restrictions in section 95892(d)(5). Accordingly, NCPA recommends that
the following definition be added:

“Electricity Sold in the CAISO Market means any transaction that is financially
settled by the CAISO under the CAISO tariff, where the California Independent

System Operator (CAISO) is the contracting counterparty, except for the
exclusions specified in Section 11.29 of the CAISO tariff.”
NCPA also recommends that the proposed amendment be applicable only to EDUs that
do not consign all of their freely allocated allowances into the CARB auction, a fact that
can be verified in the next year’s verification report. The proposed language already
acknowledges that the need for this additional reporting stems from the fact that some
non-lIOU allowances may be placed directly into compliance accounts, since the
provision would not apply to IOUs that are required to consign all allowances to auction
under the Cap-and-Trade Regulation. Accordingly, NCPA recommends that the
provision be amended to reconcile this treatment relevant to the non-IOU EDUs, and
that the following language be added to the proposed amendment:
“Electrical Distribution Utility Sales into CAISO.

Electric power entities that are Al ae%éi%eelectrical distribution utilities, except for (a)
|OUs and (b) POUs that consign all their allocated allowances for auction, . . .”

Additionally, NCPA notes that determining the emissions factor for any such sales may
be difficult if the electricity comes from an EDU’s system power. Since many publicly-
owned utilities sell electricity from their “system” and not from a specific generator or
generation facility, it is necessary to have a methodology for calculating and verifying this
emission factor. NCPA has discussed potential scenarios and examples with CARB

" This proposed definition for “sales into the CAISO” is consistent with the definition proposed by the
Southern California Public Power Authority and the M-S-R Public Power Agency.
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staff, but an ultimate solution has not yet been reached. NCPA urges the Board to direct
that staff and stakeholders continue these discussions, and that a resolution and
clarification of this issue be addressed in 15-day changes.

Finally, in order to ensure that there is no confusion between the various terms and the
corresponding reporting requirements, NCPA recommends that the definition for
“electrical distribution utilities” found in the Cap-and-Trade Regulation be added to the
MRR. That term is used in the proposed amendment, but is not defined in the MRR.
The proposed revision set forth above addresses this issue. (NCPA1)

Comment: My name is Susie Berlin. I'm representing the Northern California Power
Agency and MSR Public Power. And NCPA and MSR's members are publicly-owned
utilities. And today, we are talking obviously about revisions that apply to the electrical
utilities. We understand that CARB needs to ensure the integrity of the data reported.
However, NCPA and MSR recommend that the proposed amendments for electric
power entities be revised in order to remove what we see is ambiguities, ensure
accuracy of the data reported, and provide certainty to the compliance entities regarding
the materials they'll need to provide.

We have been working with staff and potential revisions to the proposal amendments.
And we'd like to express our appreciation for all the time and phone calls that you had
with us on this issue. Specifically, with regard to reporting sales into the CALISO,
NCPA and MSR recommend the reporting requirements be limited in scope to only
those transactions that are necessarily must be verified to ensure the confirmation with
the restrictions placed on those use of freely allocated allowances. And we also
recommend that CARB adopt the definition for sales into the ISO. Staff has suggested
several changes that address some of these concerns. And while Attachment B to draft
Resolution anticipates 15-day changes on these matters, it was not listed in staff's
presentation for areas where there would be changes. So we want to ensure that there
is some acknowledgement that there are ongoing discussions and these revisions will
be forthcoming. Of particular concern is the manner in which the information will be
reported. And that's something that we have, like | said, been working with staff with.
And we appreciate their on-going discussions. (BERLIN1)

Response: Staff has modified section 95111(a)(12) in the proposed
amendments to state that the reporting of sales into CAISO is not required for
electrical distribution utilities (EDU) that have had all of their directly allocated
allowances placed in their limited use holding accounts. Staff has also added
language to clarify that EDUs must report sales into CAISO markets for electricity
for which the EDU has a compliance obligation. This means that a POU need
not report sales for electricity when it is not the first deliverer.

Staff has also modified that section to provide that EDUs must report the source
of generation and the source’s emission factor, if known, for sales into the CAISO
market. Staff believes this meets the commenters’ concerns regarding use of a
system emission factor. Instead of providing for system emission factors, EDUs
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will not be required to report the source and emission factor when a specific
source is not known, but will instead report megawatt hours (MWh) and ARB will
apply the default emission factor for imported electricity to estimate the emissions
associated with those sales. This change also addresses concerns about the
differences among POUs and the complexity of estimating GHG emissions in
some cases.

As requested by several commenters, staff has added a definition of “electricity
sold into the CAISO markets.” The definition specifically excludes “self
scheduling” transactions that are not CAISO sales pursuant to section
11.29(a)(iii) of the CAISO Fifth Replacement Tariff. Although the proposed
definition is not identical to definitions proposed by the commenters, staff
believes the definition addresses commenters’ concerns regarding which
transactions are considered sales into CAISO markets.

Staff notes that the same definition of “electrical distribution utility” that is used in
the Cap-and-Trade Regulation has already been added in the proposed
regulatory language. Although EDUs may also be electric power entities as
defined, it is not necessary to include that term in section 95111(a)(12) because
this section pertains only to EDUs.

Staff does not agree that it is sufficient for an EDU to only report aggregated
annual MWhs and GHG emissions for sales into CAISO. When the sources and
emission factors are known, ARB needs that data to better constrain the quantity
of allowances that an EDU will need for CAISO sales.

B-13. Comment: The proposed new data reporting requirements in § 95892(d)(5) for
wholesale sales into the California Independent System Operator (CAISO) markets.
ARB already has the data necessary for this calculation through CITSS, and hence
sees no need for this additional reporting requirement. The additional burden of an
unnecessary reporting requirement may be small if it is truly “aggregate”, such as
reporting only the annual sales into the CAISO market. However, the proposed
language goes beyond this aggregate requirement to require reporting of these sales
“by source”, without including a “system sales” option. SMUD believes that the
administrative burden of anything other than annual totals for this purpose makes the
requirement onerous, and requests the addition of a “system sales” option to reduce this
burden.

.  SMUD Recommends Alternative Language for Proposed New Data
Reporting Requirements in 8§ 95892(d)(5) for Wholesale Sales into the
California Independent System Operator (CAISO) Markets.

SMUD recommends removing the proposed amendment regarding reporting of sales
into the CAISO. SMUD does not see the necessity of adding a provision in the MRR of
reporting sales into the CAISO, particularly for electric distribution utilities like SMUD that
are not part of the CAISO, but merely sell wholesale power there as available and
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appropriate. SMUD believes that ARB already has the data necessary to examine these
kinds of wholesale sales into the CAISO through the CITSS system. The additional
burden of an unnecessary reporting requirement may be small if it is truly “aggregate”,
such as requiring reporting of only that the overall annual sales into the CAISO market
amount.

However, the proposed language goes beyond this aggregate requirement to require
reporting of these sales “by source”. SMUD’s sales into the CAISO are typically from
SMUD'’s “system”, known as a “system sale”. If the ARB does not remove the provision
as SMUD has recommended, SMUD believes that a “system sales” option is required to
be able to comply with the proposed requirement in all instances.

SMUD suggests the following edit:
SMUD Proposed Revision:

“Electrical Distribution Utility Sales info CAISO. All electricity distribution utilities
except IOUs must report the annual MWh, by source or by system as
specified in the transaction, of all electricity sold in the CAISO market, and the
emission factor for each source or system as applicable, beginning with
calendar years 2013 and 2014, reported in 2015. (SMUD1)

Response: Staff does not agree that data in the CITSS system are sufficient to
determine whether or not an EDU uses freely allocated allowances for sales into
CAISO markets. To make this determination, ARB needs data on the quantity of
sales into CAISO markets from particular sources, with their specific emission
factors, when the sources and emission factors are known by the reporter.
However, as discussed in the response to Comments B-12, reporters need not
report a specific source and emission factor when that data is not known as is
typically the case for sales from a system.

General Electric Power Entity Comments

B-14. Comment: Lack of transparency regarding guidance and training for
entities providing verification services

Additionally, WPTF remains concerned about the lack of transparency regarding
guidance and training for entities providing verification services.

WPTF remains concerned about the lack of transparency regarding verification
requirements for electricity importers. As we noted in our formal comments® on the
record last year, the only verification guidance that was publicly available on CARB'’s

8 See WPTF comments on 2013 15 day amendments to MRR at
http://www.arb.ca.gov/lists/com-attach/55-ghg2013- WmtTZFd7VjQGNVB9.pdf

56



website at that time was dated 2011 and corresponds to the 2007 version of the MRR.®
In light of the significant changes to the regulatory requirements for electric power
entities since 2007, we requested that CARB update its guidance and training materials
for verifiers and make these materials publicly available on the website. While we
suspect that verification training materials have been updated, they are still not publicly
available for reporting entities.

Because of the complexity of electricity import transactions and underlying contracts that
enable specification of such contracts under the MRR, we believe that the ability of
electricity imports to prepare for successful verification would be greatly enhanced by
publication of verification training materials. We therefore respectively request for staff to
publish and maintain up-to-date verification materials, including technical guidance for
specific categories of reporting entities, on its website. (WPTF1)

Response: The comment is outside of the scope of this rulemaking.
Regardless, staff will endeavor to provide updated and applicable guidance and
FAQs to support accurate reporting under MRR. Staff is always available to
answer any questions reporters may have on regulatory requirements.

B-15. Comment: The Independent Energy Producers Association (IEP) submits these
comments on the Proposed Amendments to the Regulation for the Mandatory Reporting
of Greenhouse Gas Emissions (released July 29, 2014). |IEP's comments focus on an
omission in the scope of these amendments. Specifically, we refer to the need to
amend (or at least re-assess) the current and proposed methodology for imputing
emissions associated with so-called "Unspecified Imports. "While the CARB is
amending certain parts of Section 95111 related to the calculation of GHG emissions
from specified facilities or units, IEP is concerned that there are no amendments
proposed for Section 95111(b)(l) related to the calculation of the default emissions
factor for unspecified electricity imports.

This is not a new or unknown issue. Last year, IEP commissioned a study by Atkins on
this matter.’® We submitted this study for review during the 2013 Mandatory Reporting
Amendment Process.”' Moreover, a number of academics raised concerns about
"resource shuffling" and the impact on energy/carbon markets and accurate accounting
of emission reductions.?

o http://www.arb.ca.gov/cc/reporting/ghg-ver/revised_verification_guidance.pdf

"% See Atkins, "Greenhouse Gas Emissions Assessment of Imported Power," October 18, 2013.
! See Comments of the Independent Energy Producers Association on the Staff Report: Initial

Statement of Reasons for Rulemaking Amendments to the Regulation for the Mandatory

Reporting of Greenhouse Gas Emissions, Filed October 22, 2013, available at:
http://www.arb.ca.gov/lists/com-attach/35-ghg2013-B24BY1Yn AAwCZ1 U6.pdf

12 See James Bushnell, Yihsu Chen, and Matthew Zaragoza-Watkins (2013), Downstream Regulation of

CO02 Emissions in California's Electricity Sector. Energy Institute at Haas Working Paper #236, avai

lable at: http://ei.haas.berkeley.edu/pdf/working papers/WP236.pdf.; See Danny Cullenward and

David Weiskopf(2013), Resource Shuffling and the California Carbon Market. Stanford Law School

Environmental and Natural Resources Law & Policy Working Paper; See Comments of Danny
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Recently, IEP commissioned Atkins to update its study. Attached for your review and
assessment is the new, updated Atkins study: "Greenhouse Gas Emissions of Imported
Electricity Updated Assessment," July 2014. Similar to the methodology Atkins
employed in 2013, the update study focuses on the Arizona Public Service Company
(APS) as a point of comparison due to its close proximity to California for purposes of
exporting into California. Notably, APS informed the marketplace on May 13, 2013 that
"...any power that is sold from APS has been generated by the APS power system and
not specifically by a specific generating resource."’® As a result, APS exports into
California would be imputed an emissions factor based solely on the methodology
adopted by the Air Resources Board (ARB) for unspecified imported power.

Importantly, the updated Atkins study concludes the following:

e The emission rates associated with each of the APS portfolio's assumed to
supply the power for exempt to California, for both 2010 and 2014, exceed the
ARB default emission rate for unspecified electricity imports 0f0.428
MTCO.,e/MWh; often, by a wide margin. For example, the projected 2014 APS
portfolio exceeds the default emissions rate by 19% when assessing the
emissions from the total APS portfolio; and, it exceeds the default emissions rate
by 93% when assessing an APS portfolio that assumes the low-cost, carbon free
nuclear and renewable power serves native load.

e A comparison of the APS emission rates between 2009 and 2010 indicates no
significant reduction of emissions in the APS system. Moreover, when looking at
their integrated resource plans for the future, APS appears committed to a
business plan through 2029 that is unlikely to realize significant reductions in
carbon emissions from their overall portfolio.

e The competitive advantage realized by APS due to their ability to take advantage
of a favorable default emissions factor not available to in-state California
generators is significant:

o The May 2014 carbon allowance auction cleared at $11.34 per allowance.
The Atkins study indicates that APS may have avoided $25 to $76 million
in carbon costs in 2014, depending on which resources in their portfolio
are identified as "unspecified power" imports to California.

o Assuming carbon allowances were to clear at $15.60 per allowance; APS
may avoid $34 million to $105 million in carbon costs in 2014 depending
on which types of resources in their portfolio are defined as unspecified
power imports to California.

o Avoidance of this operating cost has a material effect on generators
participating in energy markets in California and the west. Currently, the
cost of mitigating a ton of carbon emissions (i.e. the allowance cost) is
reported to be approximately 6 mills/kWh, which is enough to effect the

Cullenward on CARE's Proposed Amendments to the California Cap-and-Trade Program (October
2013).

'* APS Communication re California Cap-and-Trade Resource Shuffling Concerns, dated May 8,
2013.
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dispatch order of generation serving load in California and, perhaps,
elsewhere.

This round of amendments provides a suitable and needed opportunity to re-consider
the current methodology for imputing emissions to unspecified imports. The evidence
above demonstrates that the methodology for imputing emissions associated with
unspecified imports may be shielding accurate emissions accounting and reporting
thereby exacerbating inefficiencies and inequities in the current program design. This
may potentially contribute to resource shuffling and GHG emissions "leakage," which
undermines the CARE's intent to reduce GHG emissions today and in the near future.
Furthermore, to the extent that the allocation of the cost of the Implementation Fee is
based on that same accounting mechanism, then the inequities that exist today will
continue to persist and undermine the integrity of the AB 32 program generally and the
C&T Program specifically.

These amendments present an appropriate opportunity, in advance of the significant
expansion of the C&T Program beginning January 1, 2015, to revisit the methodology
for imputing emissions associated with unspecified imports. Accordingly, IEP
recommends that CARB take this opportunity to revisit and revise the current
methodology for imputing emissions to unspecified imported power. In reviewing the
current methodology, the goal should be to derive a methodology that accurately
reflects the "pool of power" imported into California under the label of Unspecified
imports. It would be ideal for the CARB to adopt a new methodology, which would
reflect a more accurate default emissions factor, by December 31, 2014, to be
applicable to the 2015 compliance period. [Appendix omitted from this document]
(IEPAT)

Response: This comment is outside of the scope of the proposed amendments.
Regardless, staff has addressed similar comments in previous staff reports. The
unspecified emissions factor was developed through a public process that also
included coordination with CEC and CPUC. For more information please see
staff’s response to IEP’s comments in the MRR 2013 Final Statement of
Reasons at: http://www.arb.ca.gov/regact/2013/ghg2013/ghg201 3fsor.pdf

C. Reporting Requirements for Oil and Gas
Reporting Start-up Emissions Associated with Centrifugal Compressors

C-1. Multiple Comments: MRR Section 95103(h) and Section 95153(m)(1)(A)
GHG Reporting Requirements for Centrifugal Compressors: Engineering
Estimates Are Appropriate for De Minimis Emissions Levels When Cost
outweighs Benefit

PG&E supports investment in its system that increases safety, reduces fugitive

emissions, and assists in accurate emission reporting. The proposed amendments
appear to require PG&E to install meters to measure spin-up gas used to start
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centrifugal compressors. PG&E believes that the costs of installing meters outweigh the
benefits and recommends that the ARB continue to use engineering estimates for
centrifugal compressor start-ups, as explained below.

In crafting reporting requirements, ARB should weigh the cost of additional
measurement (i.e., the cost of installing meters) against the benefit of greater accuracy
(i.e., a better foundation for policy and regulatory design). Currently, engineering
estimates are based on the spike in fuel flow rate data during compressor start-up.
PG&E believes that this presents an accurate estimate of the non-covered vented
emissions because both the amount of gas is known as well as the time period of the
start-up. Additionally, engineering estimates are based on conservative assumptions
that tend to result in slightly higher emissions than actual measured emissions.

Finally, while installing meters might offer slightly improved accuracy, the benefit would
be limited because start-ups represent a small fraction of overall emissions for a facility.
For example, PG&E estimates that the total annual vented emissions from compressor
spin-up gas at its Burney Compressor Station is 37 metric tons of carbon dioxide
equivalent (COze) or less than 0.1 percent of facility total yearly emissions. PG&E
estimates installation costs to be approximately $100,000 for each meter, not counting
ongoing maintenance expense. Given limited potential improvement in data accuracy,
the costs associated with installing new meters appear unjustified.

Accordingly, PG&E proposed the following regulatory language to address this issue:
Amend section 95103(h) as follows:
(h) Resery L 5 - : :
Mﬁ ﬁ E'EEIE’IEGF tiRg-4A ’%.;é & ‘”2 B; ||95=|5|e|| IIS of H'el, |eabllat|e|n are-ih-fel
e ; , . o
Mﬁp : For 2. X Ilg data ||epe|ted II“ 2014 ltl'e following-apphes bi
| bl hod leul e for 20144

reportedin2015-

Amend section 95153(m)(1)(A) as follows:
(A) Operating mode, blowdown valve leakage through the blowdown
vent, wet seal and dry seal compressors. For all centrifugal compressor
start-ups where natural gas is used as spin-up or starting gas (i.e. not
combusted in the compressor), venting of this gas must be quantified and
reported as follows:

ESGi =>Vs(1-CF)Yi (Eq.20)

Where:

ESGi = Annual GHGi (CO2 and CH4) vented emissions at standard
conditions in cubic feet.

n = number of compressor start-ups using spin gas.

Vsqg = Volume of spin-up gas in standard cubic feet through metering or
estimated using engineering data.
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CF = Fraction of spin-up gas that is sent to vapor recovery or fuel gas as
determined by keeping logs of the number of operating hours for the
vapor recovery system and the amount of gas that is directed to the fuel
gas or vapor recovery system.

Yi=Mole fraction of GHGi in the vent gas.

Calculate both CH4 and CO2 mass emissions from volumetric emissions
using calculations in paragraph (t) of this section. (PGE1)

Comment: Section 95153(m). The proposed amendments require the installation of
flow meters and reporting of measured start-up emissions for centrifugal compressors if
natural gas is used as spin-up or starting gas (i.e. not combusted in the compressor).

Emissions from these sources are negligible (< 3% of total emissions for SoCalGas);
therefore, SoCalGas and SDG&E believe that the cost to install flow meters outweighs
the benefits. For example, estimates for SoCalGas’ Aliso Canyon storage facility
indicate that methane emissions from the 3 centrifugal compressors are only about 72
metric tons of CO2e/year. These emissions are in the same order of magnitude as
emissions reported in CARB’s 2007 Oil & Gas Industry Survey Results report for oil &
gas production and natural gas storage facilities (6 MT CH4 as CO2e). The survey says
there are only 47 centrifugal compressors out of 1,071 in California. Only 27 out of 47
use natural gas for startup, so this is a very small subset of compressor emissions.

Currently, engineering estimates are used for reporting emissions from centrifugal
compressors. The proposed MRR amendments allow engineering estimates for the first
year. SoCalGas and SDG&E request that the time limitation be removed because
engineering estimates provide sufficient accuracy given the de minimis nature of these
emissions.

Accordingly, SoCalGas and SDG&E propose the following regulatory language to
address this issue, which is consistent with PG&E'’s proposed language:

Amend section 95103(h) as follows:

Reserved Reporting in 20154 All provisions of the regulation are in full effect

Amend section 95153(m)(1)(A) as follows:

Operating mode, blowdown valve leakage through the blowdown vent, wet
seal and dry seal compressors. For all centrifugal compressor start-ups where
natural gas is used as spin-up or starting gas (i.e. not combusted in the
compressor), venting of this gas must be quantified and reported as follows:
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ESGi=3 (1-CF)  (Eq. 20)

Where:

ESGi = Annual GHGI (CO2 and CH4) vented emissions at standard conditions
in cubic feet.

n = number of compressor start-ups using spin gas.

Vsg = Volume of spin-up gas in standard cubic feetthrough metering or
estimated using engineering data.

CF = Fraction of spin-up gas that is sent to vapor recovery or fuel gas as
determined by keeping logs of the number of operating hours for the vapor
recovery system and the amount of gas that is directed to the fuel gas or
vapor recovery system.

Yi = Mole fraction of GHGi in the vent gas.

Calculate both CH4 and CO2 mass emissions from volumetric emissions
using calculations in paragraph (t) of this section. (SEMPRA1)

Response: Staff agrees that it is appropriate to allow the use of either metering
or engineering estimates when estimating emissions from centrifugal compressor
venting start-ups and modified the regulation in 15-day changes to include this
option.

Reporting Requirements for Natural Gas Pipeline Dig-ins

C-2. Comment: Section 95102(a)(345)—Scope and Definition of Natural Gas
Pipeline Dig-ins: Reporting Should Focus On Distribution System Emissions

To ensure reporting consistency and avoid double-counting, PG&E recommends that
ARB clarify that Section 95102(a)(345) applies to distribution pipelines, as described
below.

The proposed amendments add Section 95102(a)(345), which defines a “pipeline dig-in”
as any “unintentional puncture or rupture to a buried natural gas pipeline during
excavation activities.” The applicable source category within the regulation (Section
95150[a][8]) includes emissions from the natural gas distribution systems (emphasis
added) that are operated by a Local Distribution Company (LDC) and specifically
excludes emissions from the natural gas transmission system which are addressed in
Section 95122. Although Section 95152(i)(11) was added to include reporting GHG
emissions from dig-ins under the natural gas distribution source category, PG&E is
concerned that if the requirement is extended to transmission system dig-ins, the
emissions from the entire natural gas distribution will be overestimated.

PG&E recommends the following amendment in the definition to ensure clarity:

“Pipeline dig-in” means unintentional puncture or rupture to a buried natural gas
distribution pipeline during excavation activities. (PGE1)

62



Response: Staff agrees that further clarification was needed for the definition of
“Pipeline dig-in.” Staff modified the definition to clarify that it applies to
transmission and distribution pipelines. Staff included both transmission and
distribution pipelines in the definition to include all potential pipeline dig-in
sources, not just distribution. This is needed because transmission dig-ins could
be a significant source of methane emissions.

C-3. Comment: 3. Pipeline Dig-ins

Section 95152(i)(11) and Section 93153(w) require the reporting of CH4 and CO2
emissions from pipeline dig-ins.

(345) “Pipeline dig-in” means unintentional puncture or rupture to a buried natural gas
pipeline during excavation activities.

Losses caused by third parties have not been previously incorporated into the MRR as
these are emergency events caused by third parties over whom the utilities have no
control. Indeed, pipeline dig- ins are usually the result of third party contractors failing to
follow industry protocol before excavating. Furthermore, emissions can only be
estimated because the release duration may be unknown and response time to control
the release varies.

SoCalGas and SDG&E request exclusion from the MRR for emissions associated with
pipeline dig-ins.

X} Number of pipeline dig-ins (SEMPRA1)
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Response: Staff declines to make the suggested changes. Sources of fugitive
methane emissions are of growing interest, particularly since it is a short-lived
climate pollutant and greater reductions could have a near-term impact on
climate effects. Because of the potential magnitude of the sources, information
will support a complete and more accurate estimate of natural gas transmission
and distribution emissions in the statewide inventory and inform regulatory
development. Emissions associated with natural gas dig-ins must already be
accounted for under other regulatory programs and therefore the proposed
amendment does not require additional monitoring or testing. The commenter
states that the dig-in emissions can only be estimated. We agree with this
comment, and the regulation allows use of estimation methods. Specifically,
section 95113(w) specifies that “...operators may use either measured data or
use engineering estimation based on best available data to quantify the volume
of natural gas released from pipeline dig-in events.” Therefore, no change to the
regulation is needed.

Reporting Requirements for Pipeline Blowdowns

C-4. Comment: Section 95152(i)(9)—Reporting Natural Gas Distribution
Emissions: Clarify What “Equipment Leaks” are to be Reported

This provision requires emissions to be reported for “Equipment leaks and pipeline
blowdowns.” Sections 95152(i)(1) — (5) address the various equipment leaks that can
be found in the distribution system, such as above-grade transmission and distribution
(T-D) stations, above and below ground metering and regulating (M&R) stations, and
distribution main equipment leaks.

PG&E seeks clarification on what additional equipment leaks need to be reported in
95152(i)(9). (PGE1)

Response: Thank you for your comment. Staff clarified the requirement by
removing the word “leaks” from 95153(i)(9) so it is explicit that the requirement is
specific only to blowdowns, and not all equipment leaks.

D. Reporting Requirements for Legacy Contract Generators

D-1. Comment: Wheelabrator's Norwalk Energy power plant is a legacy contract
holder that is a combined cycle generation facility producing energy through three
different processes. Natural gas powers a 27-megawatt LM2500 gas turbine to produce
electricity that is sold to Southern California Edison in accordance with a Power
Purchase Agreement executed in 1988. The facility's turbine's exhaust gasses are
directed to a heat recovery steam generator (HRSG), where it heats water. The steam
from that process turns a second turbine, which also produces electricity. Steam from
the HRSG, or the auxiliary boilers when the turbine is not operating, is also provided
flows through a pipeline to the neighboring state hospital campus where it is used for
heating. In addition to electricity and steam, Wheelabrator's Norwalk Energy facility also
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provides chilled water to the state hospital for space cooling, using three 1,500-ton
chillers. Two of the chillers are electrical and the third is an absorption chiller which uses
steam from the HRSG.

Wheelabrator's Norwalk Energy facility provides electrical power to Southern California
Edison under a 30-year Power Purchase Agreement (PPA) executed on February 14,
1988. The PPA does not provide an explicit means of cost recovery for the facility's
compliance with the California C&T Program and meets the definition of a legacy
contract. Similarly, the Norwalk Energy facility contract with its thermal customer meets
the definition of a legacy contract.

With regard to the proposed Amendments, we wish to point out that the process flow
diagram for the Norwalk Energy facility is not necessarily a simple document,
given Norwalk's combined cycle technology that provides maximum system efficiency
while minimizing fuel consumption and environmental impacts.

However, we understand the ARB's need for the information as described in the
Amendments and generally support the proposed revisions to Section 95112, but ask
for clarification on questions related to the following Sections:

1. In 95112(i)(1)(A), the plant's auxiliary boilers are not part of the cogeneration
system but information from operation of these boilers is needed to demonstrate
the appropriate level of legacy contract allocations. To this end, the first
sentence might be clearer if it read (added language in bold), "...regardless of
whether the facility operator, or the equipment, is itself otherwise subject to..."

2. In 95112(i)(1)(B), the phrase "by either the facility operator" seems to be
incomplete. Should the word "either" be removed? Conversely, the phrase
should be corrected to provide reference to the word "either".

3. In 95112(i)(1)(B), "the resulting greenhouse gas emissions as reported
elsewhere under this regulation" are to be included on the diagram. Does the
regulation require delineation in the diagram of individual greenhouse gas
compounds including CO2, CH4, and N20, or would emissions expressed in
CO2e be sufficient? Guidance or corrected language should be added to
address whether individual compounds, carbon equivalents, or both must be
included on the diagram. (WNEC1)

Response: Staff agrees and has modified section 95112(i)(1)(A) to include the
words “or the equipment” as recommended by the commenter. In section
95112(i)(1)(B), staff has clarified that the diagram must be labeled to show
resulting emissions in CO,e and not separately by individual greenhouse gases,
and staff has removed the word “either” as recommended by the commenter.

D-2. Comment: Summary

The Proposed MRR Amendments would require applicants for legacy contract
assistance to include detailed information in block-diagram format concerning the
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flow of thermal energy products, the location of meters, the type and amounts of
thermal energy products delivered, the amount of fuel consumed and the resulting
greenhouse gas (“GHG”) emissions. Calpine appreciates CARB’s amendment of the
California Cap on Greenhouse Gas Emissions and Market-Based Compliance
Mechanisms Regulation (Cal. Code Reg. tit. 17, §§ 95800 et seq., “Cap-and-Trade
Regulation”) to provide legacy contract assistance to legacy contract generators.
Calpine believes that CARB already has the authority under those amendments to
request just the type of information that would be required from legacy contract
generators under the Proposed MRR Amendments, whenever the information
submitted on the application for legacy contract assistance is not self-evident and the
Executive Officer needs additional clarification to determine whether an allocation
should be provided and the amount of such allocation. Calpine believes that CARB
should not make the legacy contract generator’s obligation to provide such information
an express requirement of the MRR because the information that would need to be
included on the block diagram is highly detailed and complex and, consequently, the
risk that an immaterial mistake could result, which could lead to potentially large
penalties for violations of the MRR, is high. Accordingly, Calpine recommends that
CARB withdraw the Proposed Amendments to section 95112(i)(1) of the MRR and
instead obtain the pertinent information whenever it is needed to determine a legacy
contract allocation pursuant to its existing authority under the Cap-and-Trade
Regulation.

Background

The Mandatory Reporting Rule currently requires facility operators that are applying
for legacy contract transition assistance under the Cap-and-Trade Regulation to submit,
among other things, “a simplified block diagram depicting the following, as applicable:
individual equipment included in the generation system (e.g. turbine, engine, boiler,
heat recovery steam generator); direction of flows of energy specified in paragraphs
(a)(4)-(5), (b)(2)-(4) and (b)(7)-(8) of this section, with the forms of energy carrier (e.g.
steam, water, fuel) labeled; and relative locations of fuel meters and other fuel quantity
measurements” for the first year of reporting only. MRR § 95112(a)(6). However, “[ilf
the cogeneration or bigeneration system is modified after the initial submission of the
diagram, the operator must resubmit an updated diagram to [CARB].” Id.

Proposed Amendments to MRR

The Proposed MRR Amendments would amend the above requirement such that
the block diagram must be submitted every year, not just the first year of
reporting. Proposed MRR Amendments § 95112(i). Additionally, “[tlhe diagram must
depict the following elements:

(A)  For the data year, all of the information described in sections
95112(a)(4)-(5), as applicable, regardless of whether the facility operator
is itself otherwise subject to sections 95112(a)(4)-(5). This information
reflects electricity and thermal energy flows, including information

66



(C)

identifying the recipient(s) of the electricity and/or thermal energy. Also
report the quantities of any other products provided or sold under the
legacy contract, using the units in which they are reported elsewhere in
this regulation, if applicable. The diagram must indicate where each
of these energy flows or products is measured. In addition, the following
information must be included:

Each of the amounts reported under section 95112(i)(1)(A) must
be labeled indicating whether or not it was provided under the
legacy contract; and

All thermal energy products must be labeled with the type of
thermal energy product (e.g., steam, hot water, chilled water,
distilled water).

The individual equipment included in the system for which the facility
operator is applying for legacy contract transition assistance, and other
equipment that is not an integral part of that system but produces or
consumes energy that is sent to or received from that system and is
owned or operated by either the facility operator'®. Boilers, individual
generators such as heat recovery steam generators, turbines if separate
from generators, ice plants, chillers, purifiers and other equipment that
meet these criteria must each be shown separately in the diagram. In
addition, label each piece of equipment with the amount of fuel
consumed (in MMBtu) by that piece of equipment during the data year, if
any, and the resulting greenhouse gas emissions as reported elsewhere
under this regulation. The diagram must also indicate the fuel meter
where this fuel use was measured, and the amount measured.

An outline showing the boundary of the activities covered by the legacy
contract.

Id. § 95112(i)(1).

Calpine’s Concern with the Proposed Amendments

The proposed notation requirements described above would significantly increase the
complexity of the block diagram submission. For instance, each piece of equipment
must be labeled with the amount of fuel consumed (in MMBtu) by that piece of
equipment during the data year, if any, and the resulting GHG emissions as reported
elsewhere under the MRR, even if the equipment is not an integral part of the system
for which the facility operator is applying for legacy contract transition assistance (but
produces or consumes energy that is sent to or received from that system). /d. §

14 \We note that the phrase “by either the facility” appears to be mistakenly truncated; presumably CARB
intended to include the phrase “or any other party” afterwards.
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95112(i)(1)(B). Moreover, the information required regarding all deliveries of thermal
energy products would essentially transform the simple block diagram currently required
into a highly detailed heat balance. Calpine does not believe the emissions data
report and corresponding block diagram requirement are conducive to such a highly
detailed exercise regarding documentation of all thermal energy flows (e.g., enthalpy
in returned condensate). Reducing all this complex information into block-diagram
format presents a cognizable risk of error, due to no lack of diligence on the part of
the covered entity, but solely to the fact that the required notations and associated
calculations can be incredibly complex.

If a covered entity applying for legacy contract transition assistance were to
accidently make even a minor error in the notation on the block diagram, which is
submitted as part of the annual emissions data report, this could serve as grounds for
CARSB to take enforcement action against the covered entity, including the imposition
of significant penalties. Under the MRR, “[e]ach day or portion thereof that any report
required by this article remains unsubmitted, is submitted late, or contains information
that is incomplete or inaccurate is a single, separate violation.”" The risk that the
information submitted in block-diagram format could be deemed “incomplete” or
“‘inaccurate” is high. This represents an unwarranted risk to impose upon legacy
contract generators, especially because CARB can request pertinent additional
information from any legacy contract applicant via the Cap-and-Trade Regulation.
See Cap-and-Trade Regulation § 95894(e)."® This authority under the Cap-and-Trade
Regulation permits CARB to request the exact type of information reflected in Section
95112(i)(1) of the Proposed MRR Amendments, but does not carry the same degree
of risk as would inclusion in the facility’s emissions data report."”

Furthermore, CARB may not even need all the detailed information required by the
Proposed MRR Amendments to establish the appropriate legacy contract allocation in
all circumstances. While Calpine appreciates the opportunity to obtain legacy contract
assistance for several of its cogeneration facilities, CARB does not need to
understand the entire heat balance for such facilities in order to calculate the
appropriate legacy contract allocation pursuant to Section 95894. Given the highly
complex and sensitive nature of information that would be required pursuant to the

° MRR § 95107(b). The information required in block-diagram format would constitute a “report” (“report”
includes “any emissions data report, verification statement, or other document required to be submitted to
the Executive Officer by this article”). See id.

1% 1n determining the appropriate values for section 95894(c) and 95894(d), the Executive Officer may
employ all available data reported to ARB under MRR and all other relevant data, including invoices, that
demonstrate the amount of electricity and legacy contract qualified thermal output sold or provided for off-
site use does not include a carbon cost in the budget year for which it is seeking an allocation. If
necessary, the Executive Officer will solicit additional data to establish a representative allocation. The
operator of the legacy contract generator with an industrial counterparty and the operator of a legacy
contract generator without an industrial counterparty, must provide the additional data upon request by
the Executive Officer.” Cap-and-Trade Regulation §95894(e) (emphasis added).

' See Cap-and-Trade Regulation § 96014(c)(4)-(5) (making it a violation, inter alia, if someone “[o]mits
material facts from a submittal or record” and defining “material” as a fact that “could probably influence a
decision by the Executive Officer, the Board, or the Board’s staff.”). Compare MRR § 95107(b) (making
each day that any report remains unsubmitted, incomplete or inaccurate a separate violation).
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Proposed Amendments and the risk of potential enforcement if any such information
should inadvertently prove inaccurate or incomplete in some immaterial respect,
Calpine urges CARB to use its existing authority to request any additional information
necessary to establish a legacy contract allocation and not finalize proposed Section
95112(i). (CALPINE1)

Response: Staff is requiring this information because it is necessary to
understand legacy contracts. Most of the information is already required for all
cogeneration facilities, and staff is adding a few additional details to understand
which portions of an entity’s operations are impacted by the legacy contract.

The diagram need not be a professionally drawn computer-assisted-design
document. Many reporting entities draw their diagrams by hand and that is
acceptable to both verifiers and ARB staff.

Moreover, although cogeneration operators have an incredible wealth of data
and information about their systems, the proposed amendments are only asking
for the bigger picture of energy flows and related emissions going into and out
from the cogeneration system components. Staff believes this is a reasonable
level of detail. Without this information there could be a delay in processing the
exemptions or allocations before the Cap-and-Trade Program deadlines.

Because the data contained in the block diagram may be used as part of the
determination of free allocation of allowances for legacy contracts, ARB must
have the ability to take enforcement action, if necessary. As with other reported
information, if there are reporting errors in the block diagram, reporting entities
may make any necessary changes during the verification process before the final
report is submitted.

E. Product Data Reporting Requirements
Refinery Product Data Reporting Requirements

E-1. Multiple Comments: Additional Reporting Requirements — Primary Refinery
Products

Any new data collection and reporting provisions that are not directly related either to
allocation of emission allowances or to assessment of fees necessary to cover the cost
of implementing AB 32 programs should be eliminated from the regulation. ARB should
reconsider the need amend to primary refinery product reporting requirements. The
practical effect of the proposed regulation is it will distract entities from the ongoing task
of compliance and create an additional reporting burden that should not be done
through the MRR regulation.

Incorporating the proposed reporting provisions would create an annual reporting
obligation, which may not be necessary to achieve the objectives sought by ARB. More
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importantly, it would create uncertainty as to whether the data is subject to existing
regulatory requirements for measurement accuracy, material misstatement, third party
verification, etc. This uncertainty exists despite the fact that it would have no bearing on
allowance allocations to the regulated entity.

Recommendation: Remove the Primary Refinery Products Reporting Provisions
from the MRR regulation because they are not related to allowances or fees. Any
additional data sought by ARB should be clearly justified, the intended use of the
data disclosed and the data should be gathered by non-regulatory means, such
as a one-time survey. At a minimum, if ARB believes it must require submittal of
the data through the regulation, it should be subject to a reasonable sunset
provision such as 2 years. (WSPA1)

Comment: Finally, I'd refer to the Board our letter on this issue. On page three and
four, we made a specific 