Appendix D:
Public Process for Development of Amendments

ARB staff developed the proposed amendments through an extensive public
process. Many of the proposed amendments were developed in response to
Board direction through Resolutions, further discussions with stakeholders, and
staff analysis.

Since approval of the 2012 amendments to the Cap-and-Trade Regulation
relating to implementation and linkage, three subsequent public Board hearings
have addressed ongoing program development. At the September 2012 and
October 2012 Board hearings, the Board provided direction to ARB staff in the
form of two Board Resolutions. Board Resolution 12-51 and Board Resolution
12-33 directed staff to analyze and, if necessary, propose amendments relating
to resource shuffling, legacy contracts, combined heat and power, emissions
leakage, allowance allocation to universities, cost containment, product-based
benchmarks, and waste-to-energy facilities. In addition, Board Resolutions 11-32
and 12-33 also directed ARB staff to reconsider leakage risk determinations, the
allowance allocation approach, and product benchmarks, as necessary. In
response to these Board directives, staff began to identify and assess areas of
the Regulation that might require amendments. A full list of topics for the
proposed regulatory amendments, including those proposed as a result of Board
direction through Resolutions, was initially described in the public document
Topics Subject to Potential Regulatory Amendments California Cap-and- Trade
Regulation. This document was posted on the Cap-and-Trade webpage for
public review in May 2013 to allow for stakeholder comments and feedback early
in the regulatory process.™

Starting in late 2012, staff held public workshops focused on specific topics that
are the subject of the proposed amendments. 10 public workshops were held in
2012 and 2013 to present the proposed amendments and solicit public and
stakeholder feedback. These are identified below:

e August 19, 2013: Proposed Draft Compliance Offset Protocol Workshop

e August 13, 2013: Public Workshop on Refineries and Related Industries

e July 18, 2013: Public Workshop on Proposed Amendments to the
California Cap-and-Trade Program

e June 25, 2013: Public Workshop on Compliance Retirement, Market-
Related Reporting, and Cost Containment

M http://www.arb.ca.gov/cc/capandtrade/2013summary.pdf



e June 3, 2013: Natural Gas Supplier Workshop

e May 1, 2013: Public Meeting to Discuss Universities, Legacy Contracts,
and 'But for CHP' under the Cap-and-Trade Program

e March 28, 2013: Public Workshop on Addition of New Offset Protocols to
the California Greenhouse Gas Cap-and-Trade Program

e January 25, 2013: Public Information Sharing in California’s Cap-and-
Trade Program

e August 28, 2012: Cap-and-Trade Technical Workshop to Discuss Refinery
Benchmark in the Second Compliance Period

e July 30, 2012: Cap-and-Trade Technical Workshop to Discuss Emissions
Leakage

ARB made available documents and presentations to help stakeholders prepare
for the discussions. For each workshop, ARB also invited stakeholders to
participate and provide comments on the development of proposed amendments.
Staff announced all workshops and public meetings using the Cap-and-Trade
(capandtrade) list serve. Workshop information and materials are posted on
ARB’s Cap-and-Trade Workshops and Meetings

webpage: http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm

ARB accepted public comments on the draft proposed regulatory amendments
presented at the July 18, 2013 workshop that are the basis for the proposed
amendments discussed in this Staff Report until August 9, 2013. ARB received
more than 75 written comments on the discussion draft amendments and met
regularly with stakeholders to discuss concerns and recommendations. ARB
also considered other comments provided to ARB outside of workshops.

The proposed amendments provide additional process for clarity in
implementation, address stakeholder concerns on cost containment, extend the
transition assistance for covered entities in the program and allow ARB to better
oversee and implement the regulation. In a separate rulemaking action, ARB'’s
mandatory reporting regulation is being amended to support some of the
proposed changes to the Cap-and-Trade program.


http://www.arb.ca.gov/cc/capandtrade/meetings/meetings.htm

Public Documents for Proposed Amendments to the California Cap on
Greenhouse Gas Emissions and Market-Based Compliance
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AUGUST 19, 2013 - PROPOSED DRAFT COMPLIANCE OFFSET
PROTOCOL WORKSHOP

Discussion of Potential
New Compliance Offset
Protocols

California Air Resources Board
August 19, 2013

Staff Proposal for Discussion

Webcast Information

® Slides posted at
http e arb ca govcc/capandtrade/meetings/meetings htm

®* E-mail questions to:
auditorium@calepa.ca.gov

Staff Proposal for Discussion
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Agenda
® Status update on proposed cap-and-trade amendments
® Status update on Rice Cultivation Protocol

* Proposed Mine Methane Capture Protocol

* Mine Methane Capture Protocol development
Presentation of Mine Methane Capture Protocol discussion draft
Environmental analysis of Mine Methane Capture Protocol
Proposed early action methodologies for Mine Methane Capture
Timeline for Mine Methane Capture Protocol

Questions/discussion of Mine Methane Capture Protocol

California Air ResourcesBoard
Staff Proposal for Discussion

Update on Proposed Cap-
and-Trade Amendments

Public workshap on the proposed regulatory
amendments - July 18, 2013

* Adiscussion draft available at:
http-//www.arb .ca gov/cc/capandirade/meetings/meetin
gs.htm

Amended regulation and proposed Compliance Offset
Protocol available in September 2013

Consideration expected at the October 2013 Board
hearing

Califomia R easources Board =
Staff Proposal for Discussion

Status Update on Rice
Cultivation Protocol

® Staff has been working with stakeholders to develop a
Rice Cultivation protocol

® |ssues identified during stakeholder process:
* Early drainage activities effects on:
® | ate broods
* Mosquito abatement
* Wetlands
® Rice straw baling effects on:

®* Bird populations




Status Update on Rice
Cultivation Protocol (2)

Rice Cultivation Protocol expected Board consideration
spring 2014

Continued technical workgroup meetings

Release of discussion draft of protocol

Additional time for DNDC calibration and validation
DNDC contract

Interested parties should contact Yachun Chow, Staff
Lead for Rice Cultivation Protocol at
ychow@arb.ca.gov

California Air RS

Staff Proposal for Dh us' -
Mine Methane Capture
Protocol Development

Process for the review and approval of Compliance
Offset Protocols available at:

http:/iwww arb.ca.gov/cc/capandtrade/compliance-offset-
protocol-process pdf.

A public workshop to announce the development of
new Compliance Offset Protocols - March 28, 2013

Four MMC technical working group meetings held in
the spring and summer

Meeting materials are available at:
httpo/fwww arb.ca.gov/cci/capandtrade/protocols/mmcprotoco

Catifornia Air ResourcesBoard

L]

Staff Proposal for Discussion

Technical Working Group

Issues

Assessment of natural gas pipeline injection business-

as-usual

Feasibility of projects on federal lands

Abandoned mine baseline emissions

Spatial and temporal boundaries

Mon-methane hydrocarbons

Project expansion

California Air RS

Staff Proposal for Discussion



Offset Criteria

* Real, additional, quantifiable, permanent, verifiable,
and enforceable

® Cannot credit covered activities (i.e., fossil fuel or
electricity displacement)

® Must meet the same accuracy requirements as all other
reported GHG emissions

® Participation in offset projects is voluntary, but once
paricipating, project activities and pariicipants are
subject to all regulatory reguirements

Staff Proposal for Disc

Purpose of MMC Protocol

® 599 MMCOZ2e mining methane emissions in 2011

* Nearly 12% of U.S. anthropogenic methane emissions
and 1% of total U.5. GHG emissions

® |ncentivize the reduction of GHG emissions from
mining activities inthe U.5.

® Quantify GHG emission reductions from capture and
destruction of methane resulting from mining
operations

Staff Proposal for Discussion

U.S. Mining Emissions (2011)

Aot Unisnpround Coslines: VAM vantsd (393 MM O2e]
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Staff Proposal for Discussion



MMC Protocol Structure

® Activity types:
® Active underground mine ventilation air methane activities
* Active underground mine methane drainage activities
® Active surface mine methane drainage activities
® Abandoned underground mine methane recovery activities

* VAM and drainage activilies may operate as a single
project or independently

® An abandoned underground mine project may include
multiple mines

MMC Project Definition

® Credits issued for reductions from the installation and
operation of a device or set of devices that capture and
destroy methane

® Eligible methane sources and spatial boundaries
® Eligible end-use management options

® GHG assessment boundaries

* Quantification methodologies

General MMC Project
Eligibility Criteria

All coal and frona mines within the U.S.

Offset Project Operator must demonstrate their legal
authority to implement the offset project

® Continuous monitoring, annual reporting, and
verification

® The reporting period: 1 year
® The crediting period: 10 years

® Offset project commencement date must be after
December 31, 2006




Activities Excluded from the
MMC Protocol

Virgin coal bed methane (CBM) capture

* Mountaintop removal

® C0,, steam, or any other fluid/gas to enhance mine
methane drainage

¢ Flooded abandoned mines

® Destruction devices operating prior to project
commencement

® Ventilation shafts, wells, and boreholes connected to
non-qualifying devices prior to project commencement

Additionality

® Activities must not be required by law, regulation, or
any legally binding mandates

* Must be activities that would not otherwise occur in a
conservative business-as-usual scenario
® The MMC Protocol assesses additionality in two ways:

® | egal Requirements Test
®* Performance Standard Evaluation

Additionality (2)

® |Legal Requirements Test

®* [o regulations currently exist requiring methane destruction

® Performance Standard Evaluation
® Ectablishes athreshold thatis better than a conservative
estimate of business-as-usual

* End-use management options for captured methane have been
deemed eligible or ineligible

10



Eligible End Use
Management Options

Active Surface | Abandoned Active Active
Mine Methane | Underground | Underground | Underground

Drainage Mine Methane Mine VAM Mine Methane

Recovery Drainage
Oxidation X
Production of X X Not feasible X
transportation fuel
(LNGI/CNG)
Generation of X X Not feasible X
thermal power and
electricity
Flaring X X Mot feasible X
Injectien into X X Not feasible Net additional
natural gas
pipeling

Other, not listed X X X X

Staff’ Proposa.l for D:sxussmn

Quantification Methodology

® Emission reductions are the difference between project
emissions and baseline emissions

® Project emissions take into account:

* CO; from additional energy consumed to capture and destroy
CHy

® C0; from the combustion of CHy

® |ncombusted CHy sent to destruction device
® Baseline emissions take into account:

® C0; from the combustion of CHy

® (CH, from the release of mine methane

Sia:& Proposal for D!suns-ssm

Quantification Methodology (2)

* Active underground and surface mine baseline CH,
emissions are the difference between the amount of
methane sent to destruction devices in the project and
baseline scenarios

* Abandoned mine baseline CH, emissions are the lesser
of:
®* Calculated by a hyperbolic emissions rate decline curve

* Measured methane sent to all qualifying and non-qualifying
devices

® (CH,still vented in the project scenario is not accounted
for since it is vented in both scenarios

Staff’ Proposa.l for D:sxussmn
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Hyperbolic Emissions Rate
Decline Curve

® Decline curve is directly related the gassiness of the
mine

® Relies upon the following inputs:
®* Time since mine closure
® \ethane emissions rate at time of closure

® Default decline curve coefficients for sealed or venting mine, or
mine-specific coeficients

® Emission reductions from abandoned mines must be <
the baseline emissions for that reporting period and are
subject to an uncertainty deduction

Leakage

® Considered leakage from an increase in coal
production due to reduced constraints on mining as a
result of an increase in drainage capacity

® |dentified in the U.N.'s Clean Development Mechanism
methodology

* Mot applicable to mines in the United States
* Coal revenue sufficient to incentivize drainage
® Primarily an issue in China where gob wells are rare

Staff Proposal for Discussion

Environmental Analysis

® Environmental analysis (EA) for proposed actions
which may result in significant environmental impacts
® Prepared according to requirements of ARB's certified program

under the California Environmental Quality Act (CEQA)

® The environmental analysis will be included as a
chapter within the Staff Report and covers:
* Foreseeable Methods of Compliance
® Paotential for Adverse Impacts

® Feasible Mitigation Measures

12



Environmental Analysis (2)

® The CEQA checklist is used to identify and evaluate
potential impacts to environmental resource areas
based on foreseeable methods of compliance

® Fareseeable methods of compliance include:
Gas Extraction

Gas Capture

Gas Transport

Gas Processing

Gas Destruction

Methane Destruction Moenitoring

California Air RS

Staff Proposal for Discussion

Proposed Early Action
Methodologies for MMC

* Proposing early action methodologies:

* Climate Action Reserve's Coal Mine Methane Project Protocol
version 1.0, October 7, 2009

* Climate Action Reserve's Coal Mine Methane Project Protocol
version 1.1, October 26, 2012

* ARB offset credits may be issued to projects that
achieved verified greenhouse gas emission reductions
between January 1, 2005 and December 31, 2014
using these methodologies

* Proposed amendments extend the early action listing
deadline for MMC projects to January 1, 2015

California Air Resources Board
Staff Proposal for Discussion

Timeline for Mine Methane

Capture Protocol
® August 19, 2013: Workshop to present discussion draft

® August 22, 2013: Informal comments on discussion draft
must be received by close of business

* September 4, 2013: Public release of staff report,
including an environmental analysis, and proposed
Compliance Offset Protocol for Board consideration

* September 9, 2013: 45-day comment period begins
® Qctober 24 & 25, 2013: Board hearing in Sacramento
* |f adopted, effective date will be in 2014

California Air Rese

Staff Proposal for Discussion

13



Seeking Comment and Input

* Parameters for determining that a CBM well would be
shut in as a result of encroaching mining

® Maximum on the absolute minimum (horizontal)
distance for wells that are mined past rather than
through

* ASTM methodology for measuring nitrogen and oxygen
levels in mine gas to demonstrate that a pre-mining
surface well is mined through

* How to deal with uncertainty in abandoned mine
baseline calculation

~® Scope and content of environmental analysis

California Air Resources Board —
Staff Proposal for Discussion

Program Contacts

Please pravide comments and input by close of business
on Thursday, August 22, 2013 to:
® Jessica Bede, Staff Lead, Coal Mine Methane Protocol
* bede@arb.ca gov
® 916-324-0311
® Greg Mayeur, Manager, Program Operations Section

® gmayeur@arb ca.gov
* 916-324-8031

Catifornia Air ResourcesBoard
Staff Proposal for Discussion

Questions and
Discussion

Califomia Air RESOMCESBET

Staff Proposal for Discussion

14



AUGUST 13, 2013 — PUBLIC WORKSHOP ON REFINERIES AND RELATED
INDUSTRIES WORKSHOP

Cap and Trade Workshop on
Refineries and Related
Industries

August 13, 2013

Logistical Information

® Slides posted at

http:/fwww arb ca gowlcc/capandtrade/meetings/meetings htm

® Email questions to:

auditorium@calepa.ca.gov

* Comments will be accepted at the above website until
August 26" 5 PM

T —

Purpose

* To discuss the benchmarking approach for the second
compliance period and following

* Wil also address true-up changes

* Discuss how related industries will be handled

T —

15



Qutline

® Purpose
® Status Update
* Product Based Benchmarking Principles

® Current Regulation and Options
® True-Up
® Solomon Presentation

Cap and Trade Status Update

® Cap-and-Trade Regulation effective January 1, 2012
* Regulatory Amendments effective September 1, 2012
* Emissions Compliance began January 1, 2013

* Linkage Amendments appraoved April 19, 2013

* |nvestment Plan released May 14, 2013

* Additional Amendments and Offset Protocols
® Anticipated Board consideration Fall 2013

General Product-Based
Allocation Equation

* Refineries will receive allocations using the same basic
equation used for other sectors
& A= output™ B* AF; "oy

® Benchmark B is set as
®* (.9 * (emissionsfoutput) or
® Bestin class if no one refinery meets the above

® One Product — One Benchmark
® Plan to keep this approach unless data shows need for different

16



Benchmark Treatment of
Electricity and Steam

® Carbon cost recovery approach

® Steam consumed on-site included
® Both produced or purchased from a third-party

* Electricity
® Generated on-site and consumed: included
®* Generated on-site and sold: excluded
® Purchased from grid and third party CHP: excluded
® CPUC proceedings for compensation

* Propose that bottoming cycle cogeneration electricity
sales will not be subtracted off to maintain consistency
with MRR and CPUC decisi '

Current Second Compliance
Period Approach

® Carbon Dioxide Weighted Tonne (CWT)

® Provides a carbon dioxide weighted factor (CWF) for each
process unit normalized to the distillation unit

® Throughput provided by unit and multiplied by CWF
* Added for total CWT
® Benchmark based on total emissions and total CWT for
refineries
* Benchmark from EU
® Based on EU data
® Different stringency level

Option 1: Adjust CWT

® Base allocation on CWT with a few amendments:
®* Nodify or add CA specific factors

Madify for treatment of electricity and steam

Maodify stringency

Hydrogen included

Calcining excluded

17



Option 2: CWB-Based
Allocation with Adjustment

® Base allocation on Complexity Weighted Barrel
{WSPA CWB), with a few amendmenis:
Exclude units not currently in CA or expected in CA

® Similar process units grouped to keep incentive to use maore
efficient process

® Treat steam and electricity consistently with other benchmarks
® Other factors with no direct product are excluded

* Adjustment for off-sites

* Electricity use adjustment
®* Hydrogen included
® (Calcining excluded

Principles for Amending Process
Unit Factors for CA CWB

® Group together units which accomplish the same
purpose, i.e. have very similar inputs and outputs
® Naintain incentive to use most efficient technology available
® Use average of factors for each unit, weighted by CA volumes

* For example, the "Reformer” unit already averages across distinct
technologies

* Keep separate units which have substantially different
inputs or outputs
®* Provide appropriate allocation for the production accomplished by
different processes

® For example, atmospheric and vacuum distillation have different
output mixes despite both being distillers

Tentative CWB Process Units for
Use in CA - Feedback Needed

Delayed Coker
Coker Fluid Coker
Flexicoker
Fluid Catalytic Cracking
Mild Residual FCC
Other FCC
Thermal Cracking

Hydrogen Production:
Steam-Methane Reforming
Hydrogen Production:
Steam-Naphtha Reforming
Hydrogen Production: Partial
Oxidation

Fluid Catalytic Cracking

Hydrogen Production

18



Potential Adjustment of
Process Unit Factors

® Most process unit factors are similar under CWT and
CWB

® Suliur is substantially different
* 140, measured in light tons, under WSPA-CWB
® 186, measured in metric tons, under EU-CWT

* ARB proposes to use sulfur factor based on EU-CWT
® Unless there are data available to support this difference

* Most other units do not show such dramatic differences
between WSPA-CWB and EU-CWT factors

Option 3: CWB-Based
Allocation without Grouping

® Base allocation on WSPA-CWB, with a few
amendments:
® FExclude units not currently in CA or expected in CA
® Treat steam and electricity consistently with other benchmarks
® Other factors with no direct product are excluded
* Adjustment for off-sites
* FElectricity use adjustment
®* Hydrogen included
® Calcining excluded
® Still need explanation for sulfur unit differences

Calcining

& Separate benchmark
& 90% or best-in-class
* Process-based cap decline factors




Hydrogen
* Gaseous Hydrogen included in the CWB or CWT
approach

* Liguid hydrogen proposed to have a separate
benchmark based on quantity sold

True-Up in Other Sectors

* Product based benchmarks in other sectors receive a
true-up in allocation once actual output is available

® |nitial allocation is based on data two years prior to the
vintage year of the allowance allocation
® Nov 2012 — allocation for year 2013, based on 2011 verified
data

®* Nov 2014 — allocation for year 2015, based on 2013 verified
data with a true-up for the difference between 2011 and 2013
product data

* The purpose isto account for what the facility should
have gotten if ARB had the information at the time of

Refinery True-Up Proposal

* Adding a true-up for non-Ell facilities

minimum (Oy; ;B s e g #AFge o AEy € % AFp; o) —Asro

* Modifying the Ell facility true-up to be consistent with other
sectors and the purpose of the true-up (to update for actual
information on production)
® NMaking the credit and debit equation the same
® Adding in a sector allocation true-up

20



ARB Has Conducted Preliminary
Analysis Using the Survey Data

® Equity for smaller refineries

® Analysis does nof suggest that smaller refineries and larger
refineries systematically would get a different % of the
allowances they need

® Considered whether EU process units not in CWB may
be worth adding

CWT v. CWB effect for individual refineries

®* Nostly similar, but some substantial changes; SD= 23% change
® Still considering which of these are due to data anomalies

Compared to CWT, some refineries will benefit and

Additional Analysis

® Correlation(GHG emissions, EU-CWT) = 0.84
* Correlation(GHG emissions, WSPA-CWB)= 099

(note these would be slightly different without data
problems}

Next Steps

* Comments due by August 26t 5 PM at:
hitp:/iwww.arb .ca.gov/cc/capandirade/comments.him

® Board Hearing October 24-25" for both MRR and Cap
and Trade

* MRR amendments would need to be in effect Jan. 1,
2014

21



Contacts

® Cap and Trade Regulation — Refineries
Eileen Hlavka, lead staff
ehlavka@arb.ca.gov (916) 322-7648

Elizabeth Scheehle, manager
escheehl@arb.ca.gov (916) 322-7630

Complexity-Weighted Barrels
Methodology for California
Refineries (CA-CWB)

For CARB Refinery Workshop
August 13, 2013

About Solomon Associates

Over 30 years as worldwide industry leader in
Benchmarking and Performance Improvement Services

: ' " 3 _. 3 | 1?_

World’s largest Large inventory of Staff of industry

databases of Industry Best experts
operating Practices

Most with >30 years
performance industry experience

Enhance performance and maximize profits
Third-party objective | Absolutely confidential

Y Solomon Associates 2 @i vt Siemen b
— I Wansgn Maxmiee * —

ue
M —Ramame =5
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Comparative Performance Analysis
More than Benchmarking — Unique to Solomon Associates

Practical Focus competitive and efficiency bases
Comprehensive metrics across every area
Normalized allowing better comparisons
Accurate validated by industry professionals

Unique Methode provides focus

“Fair, Independent, and Accurate” representation of dlient performance

V I Objective standard for comparison to regional peer plants or other
a ue peers according to market mission
Sufficient detail and tools to identify and quantify improvement
o
Ability to compare all plants within company — resource allocation

[ Solomon Associates

3 g e b,
M —Masure, Managn Mareice® i

uc
-

Analyzing Performance Around the Globe

Fuels Refining Gas Processing Plants Pipelines
Worldwide Mew Worldwide Study Liquid Pipeline
NG Pipelines
Terminals
Lubes Butadiene Power
Worldwide Worldwide Coal
Gas & Oil
COGT & Cogen
Styrene Olefins Upstream — NEW!
Worldwide Worldwide Worldwide

Companies in more than

70 countries rely

on Solomon; our metrics have become the standard for
gauging performance around the world.

[ Solomon Associates

4 g i i e,
M —Masure, Managn Mareice® i
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GHG Regulatory Support

Working with our clients and regulatory agencies

¢ Helping to find a way forward around the world
* Europe
= Japan
= Netherlands
= Canada
* New Zealand
= California
= US EPA ENERGY STAR
= Other countries

e Customized approaches to meet specific needs of
each region

[ Solomon Associates

5 g e bl s,
M —Masure, Managn Mareice® i

uc
-
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CWB and CWT

Both of the Complexity-Weighted Barrels (CWB™) and the
Complexity-Weighted Tonnes (CWT™) methodologies are
proprietary to Solomon.

Solomon grants the client (typically a regional Industry
Association) limited rights to use or promote the
methodology for the purpose of GHG regulations, under a
Consulting Services Agreement.

Solomon Associates y——

M —Reasur, Manage Mgl

Solomon Metrics for GHG Benchmarking

For Regulatory Arena: Energy Intensity Index

-

Carbon Emissions Index

Complexity-Weighted Barrels

Complexity-Weighted Tonnes
(1) "Benchmark”™ Divisor in an intensity metric, GHG emissions per CWB or CWT
(2) "Cap and Trade"; Basis for allocating emission allowances

S\ 3."_",3,",'!,2“ | Assoclates T 0 e s e

What are CWB and CWT?

CWB - an equivalent barre/ divisor for
refinery throughput indicative of GHG
emissions potential based on a refinery’s
configuration and processing complexity

CWT - an equivalent fonne divisor for
refinery throughput indicative of GHG
emissions potential based on a refinery’s
configuration and processing complexity

S\ 3."_",3,",'!,2“ | Assoclates 8 B o100 o s e i
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CWB vs CWT

CWB CWT

= Prototype developed « Developed for CONCAWE under the EU
during an Fmissions GHG Emissions Trading Scheme (ETS)
Allocation Study for Directive ("EU-CWT") in 2008-2009

WSPA around 2008 « Customized for EU average fuel mix and
¢ For North American feed characteristics
refineries measuring

« Simplified vs CWB b bini
throughput in barrels impihed ve ¥ compining &

number of process unit categories and
process types

« Can be modified for refineries in other
regions using metric units of measure

Y Solomon Associates g 9 8 4 ek e i
s

M — e, Manage Magreice®

Solomon CWB Boundary

On a Total Emissions Basis Direct Emissions

cwB
* Process Units
» Off-Sites & Utilities
Purchased Naturl Gas » Non-Crude Sensible Heat
Qther Purchased Fuel l:l l:l |:| Steam Exports
_ s
Purchased Stzam Electricity Exports
Purchased Electiciy I:l O 0[]
Indirect Emissions I:l I:l
CWB Boundary Condlitions
Y Solomon Associates 10 10 6 e v e, e

M — e, Manage Magreice®

Process CWB

Process CWE
=X (Daily Throughput Barrel 1= CWB Factor)

CO,e Emissions Standard per barrel throughput!
CWB Factor for Unit _ for Unit (or Unit Grouping) X

(or Unit Grouping) X CO,e Emissions Standard
per barrel throughput! for CDU

1

= Accounts for Refinery Process Unit Configuration and Complexity
« Approx. 60 CWB Factors

1 Units of Mzasure — Certain process units are based on product, rather than feed (throughput); altemative
units are used in accordance with industry convantion (2.g.. short tons of product for coke calciner)

Y Solomon Associates 11 10 bt v e L
Pyt

M — e, Manage Magreice®
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CWB Robustness in Allocating Emissions
Simple Barrels vs CWB

CDse Emissions vs Crude Input C0ye Emissions vs CWB
18,000 18,000
Simple Barrelks: r2 = 0.77 CWE: rl = 0.97

= 15,000 = 15,000
] gl 2
g 12,000 g 12,000
‘E 5,000 E 5,000
i} i}
2 =
g 6000 g 60004

3,000+ 3,000 1

o 100 200 300 400 500
k bfd Crude Input

(Operating Year 2010; Approx. 200 OECD Refineries)

Y Solomon Associates 12 1 it v e L
Pyt

M — e, Manage Magreice®

Summary

« CWB is robust to benchmark a wide range of refining process
configurations

« CWB can be applied to big or small refineries

« CWB can be customized for
= Boundary Conditions (Total vs Direct-Only Emissions)
= Reference Fuel
= Streamlining — Combination of process units

« “Atypical” refineries may be handled separately
= Extremely small sizes

= Performing predominantly specialized functions (such as bitumen
production or lube oil manufacture)

= Atypical product slate (such as =40% light products including motor
gasoline, aviation gasoline, kerosene, and diesel/heating oil)
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Contact Information

Bill Trout Celia He
Vice President GHG Project Manager
Refining Studies Refining Studies
Phone: +1-972-739-1733 Phone: +1-972-73%-1807
Email: Bill. Trout@5SclomonOnline.com Email: Celia.He@SolomonOnline.com
Y solomon fspnceies # ooz
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DISCUSSION DRAFT JULY 2013

Adopt Subchapter 10 Climate Change, Article 5, Sections 95800 to 96023,

Title 17, California Code of Regulations, to read as follows:

Article 5: CALIFORNIA CAP ON GREENHOUSE GAS EMISSIONS AND
MARKET-BASED COMPLIANCE MECHANISMS

Note: The pre-existing regulation text is set forth below in normal type. The
staff draft amendments are shown in underline to indicate additions
and strikeout to indicate deletions.

Subarticle 1. Table of Contents has been omitted.
Subarticle 2: Purpose and Definitions

§ 95801. Purpose.

The purpose of this article is to reduce emissions of greenhouse gases
associated with entities identified in this article through the establishment,
administration, and enforcement of the California Greenhouse Gas Cap-and-
Trade Program by applying an aggregate greenhouse gas allowance budget on

covered entities and providing a trading mechanism for compliance instruments.

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

§ 95802. Definitions.

@) Definitions. For the purposes of this article, the following definitions shall
apply:

(1)  “Account Viewing Agent” means an individual authorized by a
registered entity to view all the information on the entity’s accounts
contained in the tracking system.

(2)  “Accounts Administrator” means the entity acting in the capacity to
administer the accounts identified in this regulation. This may be ARB,
or could be an entity ARB enters into a contract with.
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®3)

(4)

(5)

(6)

(7)

(8)

(9)

“Activity-Shifting Leakage” means increased GHG emissions or
decreased GHG removals that result from the displacement of
activities or resources from inside the offset project’s boundary to
locations outside the offset project’s boundary as a result of the offset
project activity.

“Additional” means, in the context of offset credits, greenhouse gas
emission reductions or removals that exceed any greenhouse gas
reduction or removals otherwise required by law, regulation or legally
binding mandate, and that exceed any greenhouse gas reductions or
removals that would otherwise occur in a conservative business-as-
usual scenario.

"Adjusted Clinker and Mineral Additives Produced" means annual
amount of clinker and mineral additives (limestone and gypsum)
derived by using the following metric: Adjusted clinker and mineral
additives produced = clinker produced x (1 + (limestone and gypsum
consumed)/clinker consumed)).

“Adverse Offset Verification Statement” means an Offset Verification
Statement rendered by a verification body attesting that the verification
body cannot say with reasonable assurance that the submitted Offset
Project Data Report is free of an offset material misstatement, or that it
cannot attest that the Offset Project Data Report conforms to the
requirements of this article or applicable Compliance Offset Protocol.
“Air Dried Ton of Paper” means paper with 6 percent moisture content.
Air Pollution Control District” or "Air Quality Management District” or

“Air District” means any district created or continued in existence

pursuant to the provisions of Part 3 (commencing with Section 40000)
of Division 26 of the Health and Safety Code.

“Allowance” means a limited tradable authorization to emit up to one
metric ton of carbon dioxide equivalent.
“Alternate Account Representative” means an individual designated

pursuant to section 95832 to take actions on an entity’s accounts.
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(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17)

“Annual Allowance Budget” means the number of California
Greenhouse Gas Allowances associated with one year of the Cap-and-
Trade Program in subatrticle 6.

"API Gravity" means a scale used to reflect the specific gravity (SG) of
a fluid such as crude oil, water, or natural gas. The API gravity is
calculated as [(141.5/SG) - 131.5], where SG is the specific gravity of
the fluid at 60°F, where API refers to the American Petroleum Institute.
“ARB Offset Credit” means a tradable compliance instrument issued by
ARB that represents a GHG reduction or GHG removal enhancement
of one metric ton of CO,e. The GHG reduction or GHG removal
enhancement must be real, additional, quantifiable, permanent,
verifiable, and enforceable.

"Asphalt” means a dark brown-to-black, cement-like material obtained
by petroleum processing and containing bitumens as the predominant
component. It includes crude asphalt as well as the following finished
products: cements, fluxes, the asphalt content of emulsions (exclusive
of water), and petroleum distillates blended with asphalt to make
cutback asphalts.

“Asset Controlling Supplier” means any entity that owns or operates
inter-connected electricity generating facilities or serves as an
exclusive marketer for these facilities even though it does not own
them, and is assigned a supplier-specific identification number and
system emission factor by ARB for the wholesale electricity procured
from its system and imported into California. Asset Controlling

Suppliers are considered specified sources.

“Assigned Emissions” or “Assigned Emissions Level” means an
amount of emissions, in CO»e, assigned to the reporting entity by the
Executive Officer under the requirements of section 95103(g) of MRR.
“Associated Gas” or “Produced Gas” means a natural gas that is
produced in association with the production of crude oil.

“Auction” means the process of selling California Greenhouse Gas
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(18)

(19)

(20)

(21)

(22)

(23)

(24)

Allowances, along with allowances from External Greenhouse Gas
Emissions Trading Systems with which California has linked its Cap-
and-Trade Program pursuant to subarticle 12, by offering them up for
bid, taking bids, and then distributing the allowances to winning
bidders.

“Auction Purchase Limit” means the limit on the number of allowances
one entity or a group of affiliated entities may purchase from the share
of allowances sold at a quarterly auction.

“Auction Reserve Price” means a price for allowances below which
bids at auction would not be accepted.

“Auction Settlement Price” means the price announced by the Auction
Administrator at the conclusion of each quarterly auction. It is the price
which all successful bidders will pay for their allowances and also the
price to be paid to those entities which consigned allowances to the
auction.

“Authorized Project Designee” means an entity authorized by an Offset
Project Operator to act on behalf of the Offset Project Operator.
"Aviation Gasoline" means a complex mixture of volatile hydrocarbons,
with or without additives, suitably blended to be used in aviation
reciprocating engines. Specifications are as stated in MRR, section
95102(a).

“Balancing Authority” means the responsible entity that integrates
resource plans ahead of time, maintains load-interchange-generation
balance within a balancing authority area, and supports
interconnection frequency in real time.

“Balancing Authority Area” means the collection of generation,
transmission, and loads within the metered boundaries of a balancing
authority. A balancing authority maintains load-resource balance

within this area.
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(25)

(26)

(27)

(28)

(29)

“Banking” means the holding of compliance instruments from one
compliance period for the purpose of sale or surrender in a future
compliance period.

"Barrel of Oil Equivalent," with respect to reporting of oil and gas

production, means barrels of crude oil produced, plus associated gas

produced converted to barrels at 5.8 MMbtu per barrel.

“Biodiesel” means a diesel fuel substitute produced from nonpetroleum

renewable resources that meet the registration requirements for fuels

and fuel additives established by the U.S. Environmental Protection

Agency under section 211 of the Clean Air Act. It includes biodiesel

that is all of the following:

(A) Registered as a motor vehicle fuel or fuel additive under 40 CFR
Part 79;

(B) A mono-alkyl ester;

(C) Meets American Society for Testing and Material designation
ASTM D 6751-08 (Standard Specification for Biodiesel Fuel
Blendstock (B100) for Middle Distillate Fuels, 2008);

(D) Intended for use in engines that are designated to run on
conventional diesel fuel; and

(E) Derived from nonpetroleum renewable resources.

“Biogas” means gas that is produced from the breakdown of organic

material in the absence of oxygen. Biogas is produced in processes

including anaerobic digestion, anaerobic decomposition, and
thermochemical decomposition. These processes are applied to
biodegradable biomass materials, such as manure, sewage, municipal
solid waste, green waste, and waste from energy crops, to produce
landfill gas, digester gas, and other forms of biogas.

“Biomass” means non-fossilized and biodegradable organic material

originating from plants, animals, and microorganisms, including

products, by-products, residues, and waste from agriculture, forestry,

and related industries as well as the non-fossilized and biodegradable
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(30)

(31)

(32)

(33)

(34)

(35)

(36)

(37)

(38)

organic fractions of industrial and municipal wastes, including gases
and liquids recovered from the decomposition of non-fossilized and
biodegradable organic material. For the purpose of this article,
biomass includes both California Renewable Portfolio Standard (RPS)
eligible and non-eligible biomass as defined by the California Energy
Commission.

"Biomass-Derived Fuels” or “Biomass Fuels” or “Biofuels” means fuels
derived from biomass.

“Biomethane” means biogas that meets pipeline quality natural gas
standards.

“Blendstocks” are petroleum products used for blending or
compounding into finished motor gasoline. These include RBOB
(reformulated blendstock for oxygenate blending) and CBOB
(conventional blendstock for oxygenate blending), but exclude
oxygenates, butane, and pentanes plus.

“Budget Year” means the annual allowance budget assigned pursuant
to subarticle 6.

“Business-as-Usual Scenario” means the set of conditions reasonably
expected to occur within the offset project boundary in the absence of
the financial incentives provided by offset credits, taking into account
all current laws and regulations, as well as current economic and
technological trends.

"Calcium Ammonium Nitrate Solution" means calcium nitrate that
contains ammonium nitrate and water. Calcium ammonium nitrate
solution is generally used as agricultural fertilizer.

“Calendar Year” means the time period from January 1 through
December 31.

“California Balancing Authority” shall have the same meaning ascribed
in section 95102(a) of MRR.

“California Electricity Transmission and Distribution System” means the

combination of the entire infrastructure within California that delivers
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(39)

(40)

(41)

(42)

(43)

(44)

(45)

electric power from electric generating facilities to end users over
single or multiple paths.

“California Greenhouse Gas Emissions Allowance” or “CA GHG
Allowance” means an allowance issued by ARB and equal to up to one
metric ton of CO;, equivalent.

“Cap” means the total number of California GHG Allowances that the
Executive Officer issues over a given period of time.

“Cap-and-Trade Program” means the requirements of this article.
“Carbon Dioxide” or “CO,” means the most common of the primary
greenhouse gases, consisting on a molecular level of a single carbon
atom and two oxygen atoms.

“Carbon Dioxide Equivalent” or “CO, equivalent” or “CO,e” means the
number of metric tons of CO, emissions with the same global warming
potential as one metric ton of another greenhouse gas. Global
warming potential values shall be determined consistent with the
definition of Carbon Dioxide Equivalent in MRR section 95102(a).
“Carbon Stock” means the quantity of carbon contained in an identified
GHG reservoir.

“Carbon Dioxide Supplier” or “CO, Supplier” means (a) facilities with
production process units located in the State of California that capture
a CO; stream for purposes of supplying CO, for commercial
applications or that capture the CO, stream in order to utilize it for
geologic sequestration where capture refers to the initial separation
and removal of CO, from a manufacturing process or any other
process, (b) facilities with CO, production wells located in the State of
California that extract or produce a CO, stream for purposes of
supplying CO, for commercial applications or that extract a CO,
stream in order to utilize it for geologic sequestration, (c) exporters (out
of the State of California) of bulk CO, that export CO; for the purpose
of geologic sequestration, (d) exporters (out of the State of California)

of bulk CO;, that export for purposes other than geologic sequestration,
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(46)

(47)

(48)

and (e) importers (into the State of California) of bulk CO,. This
source category is focused on upstream supply and is not intended to
place duplicative compliance obligations on CO; already covered
upstream. The source category does not include transportation or
distribution of CO5; purification, compression, or processing of CO3; or
on-site use of CO, captured on-site.

“Carbon Dioxide Weighted Tonne” or “CO, Weighted Tonne” or “CWT”
means a metric created to evaluate the greenhouse gas efficiency of
petroleum refineries and related processes stated in units of metric
tons. The CWT value for an individual refinery is calculated using
actual refinery throughput to specified process units and emission
factors for these process units. The emission factor is denoted as the
CWT factor and is representative of the greenhouse gas emission
intensity at an average level of energy efficiency, for the same
standard fuel type for each process unit for production, and for average
process emissions of the process units across a sample of refineries.
Each CWT factor is expressed as a value weighted relative to crude
distillation.

“Cement” means a building material that is produced by heating
mixtures of limestone and other minerals or additives at high
temperatures in a rotary kiln to form clinker, followed by cooling and
grinding with blended additives. Finished cement is a powder used
with water, sand, and gravel to make concrete and mortar.
“Cogeneration” means an integrated system that produces electric
energy and useful thermal energy for industrial, commercial, or heating
and cooling purposes, through the sequential or simultaneous use of
the original fuel energy. Cogeneration must involve onsite generation
of electricity and useful thermal energy and some form of waste heat
recovery. Some examples of cogeneration include: (a) a gas turbine or
reciprocating engine generating electricity by combusting fuel, which

then uses a heat recovery unit to capture useful heat from the exhaust

35



(49)

(50)

(51)

(52)

(53)

stream of the turbine or engine; (b) Steam turbines generating
electricity as a byproduct of steam generation through a fired boiler; (c)
Cogeneration systems in which the fuel input is first applied to a
thermal process such as a furnace and at least some of the heat
rejected from the process is then used for power production. For the
purposes of this article, a combined-cycle power generation unit,
where none of the generated thermal energy is used for industrial,
commercial, or heating and cooling purposes (these purposes exclude
any thermal energy utilization that is either in support of or a part of the
electricity generation system), is not considered a cogeneration unit.
“Cold Rolling of Steel" means the changes in the structure and shape
of steel through rolling, hammering or stretching the steel at a low
temperature.

“Cold Rolled and Annealed Steel Sheet" means steel that is cold rolled
and then annealed. Cold rolling means the changes in the structure
and shape of steel through rolling, hammering or stretching the steel at
a low temperature. Annealing is a heat or thermal treatment process
by which a previously cold-rolled steel coil is made more suitable for
forming and bending. The steel sheet is heated to a designated
temperature for a sufficient amount of time and then cooled.
“Combustion Emissions” means greenhouse gas emissions occurring
during the exothermic reaction of a fuel with oxygen.

“Compliance Account” means an account created by the accounts
administrator for a covered entity or opt-in covered entity with a
compliance obligation, to which the entity transfers compliance
instruments to meet its annual and triennial compliance obligations.
Compliance Instrument” means an allowance or offset, issued by ARB
or by an External Greenhouse Gas Emissions Trading System to
which California has linked its Cap-and-Trade Program pursuant to

subarticle 12, or sector-based offset credit. Each compliance
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(54)

(55)

(56)

(XX)

instrument can be used to fulfill a compliance obligation equivalent to
up to one metric ton of COe.

“Compliance Obligation” means the quantity of verified reported
emissions or assigned emissions for which an entity must submit
compliance instruments to ARB.

“Compliance Offset Protocol” means an offset protocol adopted by the
Board.

“Compliance Period” means the three-year period for which the
compliance obligation is calculated for covered entities except for the
first compliance period. The compliance obligation for the first
compliance period only considers emissions from data years of 2013
and 2014.

“Compressed natural gas” or “CNG” means natural gas in high-

(57)

(58)

(59)

pressure containers that is highly compressed (though not to the point

of liquefaction), typically to pressures ranging from 2900 to 3600 psi.

“Conflict of Interest” means, for purposes of this article, a situation in
which, because of financial or other activities or relationships with other
persons or organizations, a person or body is unable or potentially
unable to render an impartial Offset Verification Statement of a
potential client’s Offset Project Data Report, or the person or body’s
objectivity in performing offset verification services is or might be
otherwise compromised.

“Conservative” means, in the context of offsets, utilizing project
baseline assumptions, emission factors, and methodologies that are
more likely than not to understate net GHG reductions or GHG removal
enhancements for an offset project to address uncertainties affecting
the calculation or measurement of GHG reductions or GHG removal
enhancements.

“Consumer Price Index for All Urban Consumers” means a measure

that examines the changes in the price of a basket of goods and
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(60)

(61)

(62)

(63)

(64)

(65)
(66)

(67)

(68)

services purchased by urban consumers, and is published by the U.S.
Bureau of Labor Statistics.

"Container Glass Pulled" means the quantity of glass removed from
the melting furnace in the container glass manufacturing process
where "container glass" is defined as glass products used for
packaging.

“Counterparty” means the opposite party in a bilateral agreement,
contract, or transaction.

“Covered Entity” means an entity within California that has one or more
of the processes or operations and has a compliance obligation as
specified in subatrticle 7 of this regulation; and that has emitted,
produced, imported, manufactured, or delivered in 2009 or any
subsequent year more than the applicable threshold level specified in
section 95812(a) of this rule.

“Crediting Baseline” refers to the reduction of absolute GHG emissions
below the business-as-usual scenario or reference level across a
jurisdiction’s entire sector in a sector-based crediting program after the
imposition of greenhouse gas emission reduction requirements or
incentives.

“Crediting Period” means the pre-determined period for which an offset
project will remain eligible to be issued ARB offset credits or registry
offset credits for verified GHG emission reductions or GHG removal
enhancements.

“Data Year” means the calendar year in which emissions occurred.
“Deforestation” means direct human-induced conversion of forested
land to non-forested land.

“Delivered Electricity” means electricity that was distributed from a PSE
and received by a PSE or electricity that was generated, transmitted,
and consumed.

“Diesel Fuel” means Distillate Fuel No. 1 and Distillate Fuel No. 2,

including dyed and non-taxed fuels.
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(69)

(70)

(71)

(72)

(73)

(74)

(75)

“Direct Delivery of Electricity” or “directly delivered” has the same
meaning as ascribed to MRR section 95102(a).

“Direct GHG Emission Reduction” means a GHG emission reduction
from applicable GHG emission sources, GHG sinks, or GHG reservoirs
that are under control of the Offset Project Operator or Authorized
Project Designee.

“Direct GHG Removal Enhancement” means a GHG removal
enhancement from applicable GHG emission sources, GHG sinks, or
GHG reservoirs under control of the Offset Project Operator or
Authorized Project Designee.

“Distillate Fuel No. 1” has a maximum distillation temperature of 550 F
at the 90 percent recovery point and a minimum flash point of 100 F
and includes fuels commonly known as Diesel Fuel No. 1 and Fuel Oil
No. 1, but excludes kerosene. This fuel is further subdivided into
categories of sulfur content: High Sulfur (greater than 500 ppm), Low
Sulfur (less than or equal to 500 ppm and greater than 15 ppm), and
Ultra Low Sulfur (less than or equal to 15 ppm).

“Distillate Fuel No. 2” has a minimum and maximum distillation
temperature of 540 F and 640 F at the 90 percent recovery point,
respectively, and includes fuels commonly known as Diesel Fuel No. 2
and Fuel Oil No. 2. This fuel is further subdivided into categories of
sulfur content: High Sulfur (greater than 500 ppm), Low Sulfur (less
than or equal to 500 ppm and greater than 15 ppm), and Ultra Low
Sulfur (less than or equal to 15 ppm).

“Distillate Fuel No. 4” is a distillate fuel oil made by blending distillate
fuel oil and residual fuel oil, with a minimum flash point of 131 F.
“Distillate Fuel Oil” means a classification for one of the petroleum
fractions produced in conventional distillation operations and from
crackers and hydrotreating process units. The generic term “distillate

fuel oil” includes kerosene, kerosene-type jet fuel, diesel fuels (Diesel
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Fuels No. 1, No. 2, and No. 4), and fuel oils (Fuel Oils No. 1, No. 2,
and No. 4).

(XX) “District Heating Facility” means a facility that, at a central plant,
produces hot water, steam and/or chilled water that is distributed
through underground pipes to buildings and facilities connected to the
system that are not part of the same facility.

(76) "Dolime" is calcined dolomite.

(77) *“Dry Gas” means a natural gas that is produced from gas wells not
associated with the production of crude oil.

(78) *“Early Action Offset Credit” means a tradable credit issued by an Early

(79)

(80)

(XX)

Action Offset Program that represents a GHG reduction or GHG
removal enhancement equivalent to one metric ton of CO,e and meets
the requirements of section 95990(c).

“Early Action Offset Program” means a program that meets the
requirements of section 95990(a) and is approved by ARB.

“Early Action Offset Project” means an offset project that is registered
with an Early Action Offset Program and has been issued early action
offset credits.

“Early action reporting period” means a reporting period in which GHG

(81)

(XX)

reductions and/or GHG removal enhancements are reported under an

Early Action Offset Program.

“Early Action Verification Report” means a verification report submitted
to an Early Action Offset Program that covers GHG reductions or GHG
removal enhancements achieved by an early action offset project over
a specific time period.

“EIM Participating Resource Scheduling Coordinator” means an EIM

Entity Scheduling Coordinator, EIM Entity, or a third-party designated

by the EIM Entity, that is certified by the ISO and that enters into a pro

forma EIM Participating Resource Scheduling Coordinator Agreement,

under which it is responsible for meeting the requirements specified in
CAISO Tariff Section 291 on behalf of the EIM Entity.
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(82)

(83)

(84)

(85)

"Electric Arc Furnace" or "EAF" means a furnace that produces molten
steel and heats the charge materials with electric arcs from carbon
electrodes. Furnaces that continuously feed direct-reduced iron ore
pellets as the primary source of iron are not affected facilities within the
scope of this definition.

“Electrical Distribution Utility(ies)” means an entity that owns and/or
operates an electrical distribution system, including: 1) a public utility
as defined in the Public Utilities Code section 216 (referred to as an
Investor Owned Utility or IOU); or 2) a local publicly owned electric
utility (POU) as defined in Public Utilities Code section 224.3 or 3) an
Electrical Cooperative (COOP) as defined in Public Utilities Code
section 2776, that provides electricity to retail end users in California.
“Electricity Generating Facility” means a facility that generates
electricity and includes one or more generating units at the same
location.

“Electricity Importers” deliver imported electricity. For electricity that is
scheduled with a NERC E-Tag to a final point of delivery inside the
state of California, the electricity importer is identified on the NERC
E-Tag as the purchasing-selling entity (PSE) on the last segment of the
tag’s physical path with the point of receipt located outside the state of
California and the point of delivery located inside the state of
California. For facilities physically located outside the state of
California with the first point of interconnection to a California balancing
authority’s transmission and distribution system when the electricity is
not scheduled on a NERC e-Tag, the importer is the facility operator or
scheduling coordinator. Federal and state agencies are subject to the
regulatory authority of ARB under this article, and include Western
Area Power Administration (WAPA), Bonneville Power Administration
(BPA) and California Department of Water Resources

(DWR). Electricity Importers include EIM Participating Resource
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(86)

(87)

(88)

(89)

(90)

(91)

(92)

Scheduling Coordinators serving the EIM market whose transactions

result in electricity imports into California.

“Eligible Renewable Energy Resource” has the same meaning as
defined in Section 399.12 of the Public Utilities Code.

“Emissions” means the release of greenhouse gases into the
atmosphere from sources and processes in a facility, including from
the combustion of transportation fuels such as natural gas, petroleum
products, and natural gas liquids. In the context of offsets, "emissions"
means the release of greenhouse gases into the atmosphere from
sources and processes within an offset project boundary.

“Emissions Data Report” or “greenhouse gas emissions data report” or
“report” means the report prepared by an operator or supplier each
year and submitted by electronic means to ARB that provides the
information required by MRR.

“Emissions Efficiency Benchmark” or “GHG emissions efficiency
benchmark” means a performance standard used to evaluate GHG
emissions efficiency between and amongst similar facilities or
operations in the same industrial sector.

“End User” means a final purchaser of an energy product, such as
electricity, thermal energy, or natural gas not for the purposes of
retransmission or resale. In the context of natural gas consumption, an
“end user” is the point to which natural gas is delivered for
consumption.

“Enforceable” means the authority for ARB to hold a particular party
liable and to take appropriate action if any of the provisions of this
article are violated.

“Enhanced Oil Recovery” or “EOR” means the use of certain methods
such as steam (thermal EOR), water flooding or gas injection into
existing wells to increase the recovery of crude oil from a reservoir. In
the context of this rule, EOR also applies to injection of critical phase

carbon dioxide into a crude oil reservoir to enhance the recovery of oil.
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(93)

(94)

(95)

(XX)

“Enterer” means an entity that imports, into California, motor vehicle
fuel, diesel fuel, fuel ethanol, biodiesel, or non exempt biomass-derived
fuel or renewable fuel and who is the importer of record under federal
customs law or the owner of fuel upon import into California, if the fuel
is not subject to federal customs law. Only enterers that import the
fuels specified in this definition outside the bulk transfer/terminal
system are subject to reporting under the regulation.

“Entity” means a person, firm, association, organization, partnership,
business trust, corporation, limited liability company, company, or
government agency.

“Environmental Impact Assessment” means a detailed public
disclosure statement of potential environmental and socioeconomic
impacts associated with a proposed project. Such disclosure is a
matter of public record and provides detailed information to public
agencies and the general public about the effect that a proposed
project is likely to have on the environment and ways in which the
significant effects of such a project might be minimized, and to indicate
alternatives to such a project.

“Exchange” means a central marketplace with established rules and

(96)

(97)

(98)

(99)

regulations where buyers and sellers meet to conduct trades.

“Executive Officer” means the Executive Officer of the California Air

Resources Board, or his or her delegate.

“Exported Electricity” shall have the same meaning ascribed in section

95102(a) of MRR.

“External Greenhouse Gas Emissions Trading System” or “External

GHG ETS” means an administrative system, other than the California

Cap-and-Trade Program, that controls greenhouse gas emissions from

sources in its program.

(A)  “Facility,” unless otherwise specified in relation to natural gas
distribution facilities and onshore petroleum and natural gas

production facilities as defined in section 95802(a), means any
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(B)

(©)

physical property, plant, building, structure, source, or stationary
equipment located on one or more contiguous or adjacent
properties in actual physical contact or separated solely by a
public roadway or other public right-of-way and under common
ownership or common control, that emits or may emit any
greenhouse gas. Operators of military installations may classify
such installations as more than a single facility based on distinct
and independent functional groupings within contiguous military
properties.

“Facility,” with respect to natural gas distribution for the
purposes of sections 95150 through 95158 of MRR, means the
collection of all distribution pipelines and metering-regulating
stations that are operated by a Local Distribution Company
(LDC) within the State of California that is regulated as a
separate operating company by a public utility commission or
that are operated as an independent municipally-owned
distribution system.

“Facility,” with respect to onshore petroleum and natural gas
production for the purposes of sections 95150 through 95158 of
MRR, means all petroleum and natural gas equipment on a
well-pad or associated with a well pad and CO, EOR operations
that are under common ownership or common control including
leased, rented, or contracted activities by an onshore petroleum
and natural gas production owner or operator and that are
located in a single hydrocarbon basin as defined in section
95102(a) of MRR. Where a person or entity owns or operates
more than one well in a basin, then all onshore petroleum and
natural gas production equipment associated with all wells that
the person or entity owns or operates in the basin would be

considered one facility.
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(100)

(101)

(102)

(103)

(104)

(105)

(106)

"Fiberglass Glass Pulled" means the quantity of glass removed from
the melting furnace in the fiberglass manufacturing process where
"Fiberglass" is defined as insulation products for thermal, acoustic and
fire applications manufactured using glass.

“Final Point of Delivery” means the sink specified on the NERC e-Tag,
where defined points have been established through the NERC
Registry. When NERC e-Tags are not used to document electricity
deliveries, as may be the case within a balancing authority, the final
point of delivery is the location of the load. Exported electricity is
disaggregated by the final point of delivery on the NERC e-Tag.

“First Deliverer of Electricity” or “First Deliverer” means the owner or
operator of an electricity generating facility in California or an electricity
importer.

“First Point of Receipt” means the generation source specified on the
NERC e-Tag, where defined points have been established through the
NERC Registry. When NERC e-Tags are not used to document
electricity deliveries, as may be the case within a balancing authority,
the first point of receipt is the location of the individual generating
facility or unit, or group of generating facilities or units. Imported
electricity and wheeled electricity are disaggregated by the first point of
receipt on the NERC e-Tag.

“Flash Point” of a volatile liquid is the lowest temperature at which it
can vaporize to form an ignitable mixture in air.

"Flat Glass Pulled" means the quantity of glass removed from the
melting furnace in the flat glass manufacturing process where "flat
glass" is defined as glass initially manufactured in a sheet form.
“Fluorinated Greenhouse Gas” means sulfur hexafluoride (SF6),
nitrogen trifluoride (NF3), and any fluorocarbon except for controlled
substances as defined at 40 CFR Part 82, subpart A and substances
with vapor pressures of less than 1 mm of Hg absolute at 25 C. With

these exceptions, “fluorinated GHG” includes any hydrofluorocarbon;
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(107)

(108)

(109)

(110)

(111)

(112)

any perfluorocarbon; any fully fluorinated linear, branched, or cyclic
alkane, ether, tertiary amine, or aminoether; any perfluoropolyether;
and any hydrofluoropolyether.

“Fluting” means the center segment of corrugated shipping containers,
being faced with linerboard (testliner/kraftliner) on both sides. Fluting
covers mainly papers made from recycled fiber but this group also
holds paperboard that is made from chemical and semichemical pulp.
“Forest Buffer Account” means a holding account for ARB offset credits
issued to forest offset projects. It is used as a general insurance
mechanism against unintentional reversals, for all forest offset projects
listed under a Compliance Offset Protocol.

“Forest Owner” means the owner of any interest in the real (as
opposed to personal) property involved in a forest offset project,
excluding government agency third party beneficiaries of conservation
easements. Generally, a Forest Owner is the owner in fee of the real
property involved in a forest offset project. In some cases, one entity
may be the owner in fee while another entity may have an interest in
the trees or the timber on the property, in which case all entities or
individuals with interest in the real property are collectively considered
the Forest Owners, however, a single Forest Owner must be identified
as the Offset Project Operator.

“Fossil Fuel” means natural gas, petroleum, coal, or any form of solid,
liquid, or gaseous fuel derived from such material for the purpose of
creating useful heat.

“Fractionates” means the process of separating natural gas liquids into
their constituent liquid products.

“Fuel” means solid, liquid, or gaseous combustible material. Volatile
organic compounds burned in destruction devices are not fuels unless
they can sustain combustion without use of a pilot fuel, and such

destruction does not result in a commercially useful end product.
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(113)

(114)

(115)

(XX)

“Fuel Analytical Data” means data collected about fuel usage
(including mass, volume, and flow rate) and fuel characteristics
(including heating value, carbon content, and molecular weight) to
support emissions calculation.

“Fuel supplier” means a supplier of petroleum products, a supplier of
biomass-derived transportation fuels, a supplier of natural gas, or a
supplier of liquid petroleum gas as specified in MRR.

“Fugitive Emissions” means those emissions which are unintentional
and could not reasonably pass through a stack, chimney, vent, or other
functionally-equivalent opening.

“Futures” means an agreement to purchase or sell a commodity for

(116)

(117)

(118)
(119)

(120)

delivery in the future at a price that is determined at the initiation of the

contract and that obligates each party to fulfill the contracts at a

specified price.

"Galvanized Steel Sheet" means steel coated with a thin layer of zinc
to provide corrosion resistance for such products as garbage cans,
storage tanks, or framing for buildings. Sheet steel normally must be
cold-rolled prior to the galvanizing stage.

“Gas” means the state of matter distinguished from the solid and liquid
states by: relatively low density and viscosity; relatively great
expansion and contraction with changes in pressure and temperature;
the ability to diffuse readily; and the spontaneous tendency to become
distributed uniformly throughout any container.

"Gaseous Hydrogen" means hydrogen in a gaseous state.

“Geologic Sequestration” means the process of injecting CO, captured
from an emissions source into deep subsurface rock formations for
long-term storage.

“Global Warming Potential” or “GWP” means the ratio of the time-
integrated radiative forcing from the instantaneous release of one
kilogram of a trace substance relative to that of one kilogram of a

reference gas, i.e., CO,.
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(121)

(122)

(123)

(124)

(125)

(126)

(127)

(128)

(129)
(130)

“Greenhouse Gas” or “GHG” means carbon dioxide (CO;), methane
(CHa), nitrogen trifluoride (NF3), nitrous oxide (N2O), sulfur hexafluoride
(SFs), hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), and other
fluorinated greenhouse gases as defined in this section.

“Greenhouse Gas Emission Reduction” or “GHG Emission Reduction”
or “Greenhouse Gas Reduction” or “GHG Reduction” means a
calculated decrease in GHG emissions relative to a project baseline
over a specified period of time.

“Greenhouse Gas Emissions Source” or “GHG Emissions Source”
means, in the context of offset credits, any type of emitting activity that
releases greenhouse gases into the atmosphere.

“Greenhouse Gas Removal’ or “GHG Removal’ means the calculated
total mass of a GHG removed from the atmosphere over a specified
period of time.

“Greenhouse Gas Removal Enhancement” or “GHG Removal
Enhancement” means a calculated increase in GHG removals relative
to a project baseline.

“Greenhouse Gas Reservoir” or “GHG Reservoir” means a physical
unit or component of the biosphere, geosphere, or hydrosphere with
the capability to store, accumulate, or release a GHG removed from
the atmosphere by a GHG sink or a GHG captured from a GHG
emission source.

“Greenhouse Gas Sink” or “GHG Sink” means a physical unit or
process that removes a GHG from the atmosphere.

“HD-5" or “Special Duty Propane” has the same meaning as contained
in MRR.

“HD-10" has the same meaning as contained in MRR.

"Heavy Crude Oil" means a category of crude oil characterized by
relatively high viscosity, a higher carbon-to-hydrogen ratio, and a

relatively higher density having an API gravity of less than 20.
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(131) “Hold” in the context of a compliance instrument, is to have the serial
number assigned to that instrument registered into an account
assigned to an entity that is registered into the California Cap-and-
Trade Program or an External Greenhouse Gas Emissions Trading
System to which California has linked its Cap-and-Trade Program
pursuant to subarticle 12, or an account under the control of the
Executive Officer.

(YYY) “Holding Account” or “General Holding Account” means an account

created for each covered entity, opt-in covered entity, or voluntarily

associated entity to hold compliance instruments.

(132) "Horsepower Tested" means the total horsepower of all turbine and
generator set units tested prior to sale.

(133) "Hot Rolled Steel Sheet" means steel produced from the rolling mill
that reduces a hot slab into a coil of specified thickness at a relatively
high temperature.

(134) “Hydrocarbon” means a chemical compound containing predominantly
carbon and hydrogen.

(135) “Hydrofluorocarbon” or “HFC” means a class of GHGs consisting of
hydrogen, fluorine, and carbon.

(136) “Hydrogen” means the lightest of all gases, occurring chiefly in
combination with oxygen in water; it exists also in acids, bases,
alcohols, petroleum, and other hydrocarbons.

(137) “Imported Electricity” means electricity generated outside the state of
California and delivered to serve load located inside the state of
California. Imported electricity includes electricity delivered across
balancing authority areas from a first point of receipt located outside
the state of California, to the first point of delivery located inside the
state of California, having a final point of delivery in California.
Imported electricity includes electricity imported into California over a
multi-jurisdictional retail provider’s transmission and distribution

system, or electricity imported into the state of California from a facility
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(YYY)

or unit physically located outside the state of California with the first
point of interconnection into a California balancing authority’s
transmission and distribution system. Imported electricity includes
electricity that is a result of cogeneration located outside the state of
California. Imported electricity does not include electricity wheeled
through California, defined pursuant to MRR section 95102(a).
Imported electricity does not include electricity imported into the
CAISO balancing authority area to serve retail customers that are
located within the CAISO balancing authority area, but outside the

state of California. Imported Electricity does not include electricity

imported into California by an Independent System Operator to meet
NERC Reliability Standard EOP-002.

“Industrial Sector Legacy Contract Counterparty” means an entity that

(138)

(139)

(140)

(141)

has been identified under industrial allocation pursuant to Table 8-1 to

receive allowance allocation, and has a contract to purchase Qualified

Thermal Output and/or electricity from a Legacy Contract.

“Initial Crediting Period” means the crediting period that begins with the
date that the first GHG emission reductions or GHG removal
enhancements took place according to the first Positive Offset or
Qualified Positive Offset Verification Statement that is received by
ARB.

“Intentional Reversal” means any reversal caused by a forest owner's
negligence, gross negligence, or willful intent, including harvesting,
development, and harm to the area within the offset project boundary.
"Intrastate Pipeline" means any pipeline wholly within the state of
California that is not regulated as a public utility gas corporation by the
California Public Utility Commission (CPUC), not a publicly owned
natural gas utility and is not regulated as an interstate pipeline by the
Federal Energy Regulatory Commission.

“Interstate Pipeline” means any entity that owns or operates a natural

gas pipeline delivering natural gas to consumers in the state and is

50



(142)

(143)

(144)

(145)

(146)

(147)

subject to rate regulation by the Federal Energy Regulatory
Commission.

“Inventory Position” means a contractual agreement with the terminal
operator for the use of the storage facilities and terminaling services for
the fuel.

“Issue” or “Issuance” means, in the context of offset credits, the
creation of ARB offset credits or registry offset credits equivalent to the
number of verified GHG reductions or GHG removal enhancements for
an offset project over a specified period of time. In the context of
allowances, issue means the placement of an allowance into an
account under the control of the Executive Officer.

“Joint Powers Agency(ies)” or “JPA” means an public agency that is
formed and created pursuant to the provisions of Government Code
sections 6500. et seq.

“Kerosene” is a light petroleum distillate with a maximum distillation
temperature of 400 F at the 10-percent recovery point, a final
maximum boiling point of 572 F, a minimum flash point of 100 F, and a
maximum freezing point of -22 F. Included are No. 1-K and No. 2-K,
distinguished by maximum sulfur content (0.04 and 0.30 percent of
total mass, respectively), as well as all other grades of kerosene called
range or stove oil. Kerosene does not include kerosene-type jet fuel.
"Kerosene-Type Jet Fuel" means a kerosene-based product used in
commercial and military turbojet and turboprop aircraft. The product
has a maximum distillation temperature of 400 °F at the 10 percent
recovery point and a final maximum boiling point of 572 °F. Included
are Jet A, Jet A-1, JP-5, and JP-8.

“Lead Verifier” means, for purposes of this article, a person that has
met all of the requirements in section 95132(b)(2) of MRR and who
may act as the lead verifier of an offset verification team providing
offset verification services or as a lead verifier providing an

independent review of offset verification services rendered.
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(148)

(YYY)

“Lead Verifier Independent Reviewer” or “Independent Reviewer”
means, for purposes of this article, a lead verifier within a verification
body who has not participated in conducting offset verification services
for an Offset Project Developer or Authorized Project Designee for the
current Offset Project Data Report and who provides an independent
review of offset verification services rendered for an Offset Project
Developer or Authorized Project Designee as required in section
95977.1(b)(3)(R). The independent reviewer is not required to also
meet the requirements for a sector specific or offset project specific
verifier.

“Legacy Contract” means a written contract or tolling agreement

(YYY)

governing the sale of electricity and/or qualified thermal energy from an

electric generating facility or cogeneration facility at a price, determined

by either a fixed price or price formula, that does not allow for recovery

of the costs associated with compliance with this requlation. For

purposes of this reqgulation, legacy contracts exclude contracts with a

privately owned utility as defined in the Public Utilities Code section

216 (referred to as an Investor Owned Utility or IOU) for contracts

already addressed under the Combined Heat and Power Program

Settlement pursuant to CPUC Decision number D-10-12-035, and only

include contracts originally executed prior to September 1, 2006, that

have remained in effect and have not been amended since September

1, 2006 to change the terms governing the California greenhouse gas

emissions responsibility, price or amount of electricity or Qualified

Thermal Output sold, or the expiration date. A legacy contract does not

apply to opt-in covered entities.

“Legacy Contract Emissions” means the emissions calculated, based

on a positive or qualified positive emissions data verification statement

issued pursuant to MRR, by the Legacy Contract Generator, that are a

result of either electricity and/or Qualified Thermal Output sold to a

Legacy Contract Counterparty, and calculated pursuant to section
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(YYY)

95894 (c) of this requlation. Legacy contract emissions do not include

emissions that are included in the calculation of cost under the CPUC'’s

Qualifying Facilities and Combined Heat and Power Program
Settlement pursuant to CPUC Decision number D-10-12-035.

“Leqgacy Contract Generator” means a covered entity which operates a

(YYY)

stand-alone electricity generating unit or a cogeneration facility system

and sells electricity or thermal energy pursuant to one or more legacy

contracts.

“Leqgacy Contract Qualified Thermal Output” means the thermal energy

(149)

generated by a cogeneration unit that is sold to specific end-users, and
reported pursuant to MRR section 95112(a)(5)(A), and the thermal

energy used on-site by industrial processes or operations, and heating

and cooling operations, that is not in support of or a part of the

electricity generation or cogeneration system and is reported pursuant
to MRR section 95112(a)(5)(C). Legacy Contract Qualified Thermal
Output also includes any thermal energy generated by equipment that

is not an integral part of the cogeneration unit that is provided to a

Legacy Contract Counterparty and meets the eligibility requirements in

section 95894. Leqgacy Contract Qualified Thermal Output does not

include thermal energy that is vented, radiated, wasted, or discharged

before it is utilized at industrial processes or operations.

“Less Intensive Verification” means, for the purposes of this article, the
offset verification services provided in interim years between full
verifications of an Offset Project Data Report; less intensive verification
of an Offset Project Data Report only requires data checks and
document reviews of an Offset Project Data Report based on the
analysis and risk assessment in the most current sampling plan
developed as part of the most recent full offset verification services.
This level of verification may only be used if the offset verifier can

provide findings with a reasonable level of assurance.
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(150) "Light Crude Oil" means a category of crude oil characterized by
relatively low viscosity, a lower carbon-to-hydrogen ratio, and a
relatively lower density having an API gravity of greater than or equal
to 20.

(151) “Limited Use Holding Account” means an account in which allowances
are placed after an entity qualifies for a direct allocation under section
95890(b). Allowances placed in this account can only be removed for
consignment to the auction pursuant to section 95831(a)(3).

(152) “Linkage” means the approval of compliance instruments from an
external greenhouse gas emission trading system (GHG ETS) to meet
compliance obligations under this article, and the reciprocal approval of
compliance instruments issued by California to meet compliance
obligation in an external GHG ETS.

(153) "Liquefied Hydrogen" means hydrogen in a liquid state.

(YYY) “Liquefied natural gas” or “LNG” means natural gas (primarily

methane) that has been liguefied by reducing its temperature to -260

degrees Fahrenheit at atmospheric pressure.

(154) “Liquefied Petroleum Gas” or “LPG” means a flammable mixture of
hydrocarbon gases used as a fuel. LPG is primarily mixtures of
propane, butane, propene (propylene) and ethane. The most common
specification categories are propane grades, HD-5, HD-10, and
commercial grade propane. LPG also includes both odorized and non-
odorized liquid petroleum gas, and is also referred to as propane.

(155) “Listed Industrial Sector” means covered industrial sectors that are
eligible for industry assistance specified in Table 8-1 of subarticle 8.

(156) "Long-Term Contract” means a contract for the delivery of electricity
entered into before January 1, 2006, for the term of five years or more.

(157) “Mandatory Reporting Regulation” or “MRR” means ARB’s Regulation
for the Mandatory Reporting of Greenhouse Gas Emissions as set
forth in title 17, California Code of Regulations, chapter 1, subchapter

10, article 2 (commencing with section 95100).
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(158)

(159)

(160)

(161)

(162)

(163)
(164)

(165)
(166)

(167)

“Market Index” means any published index of quantities or prices
based on results of market transactions.

“Marketer” means a purchasing-selling entity that delivers electricity
and is not a retail provider.

“Market-Shifting Leakage,” in the context of an offset project, means
increased GHG emissions or decreased GHG removals outside an
offset project’s boundary due to the effects of an offset project on an
established market for goods or services.

“Methane” or “CH,4” means a GHG consisting on the molecular level of
a single carbon atom and four hydrogen atoms.

“Metric Ton” or “MT” means a common international measurement for
mass, equivalent to 2,204.6 pounds or 1.1 short tons.

"Mixed Crude Oil" means a mix of both heavy and light crude oil.
“Monitoring” means, in the context of offset projects, the ongoing
collection and archiving of all relevant and required data for
determining the project baseline, project emissions, and quantifying
GHG reductions or GHG removal enhancements that are attributable
to the offset project.

"Motor Gasoline (finished)" has the same definition as MRR.
“Multi-Jurisdictional Retail Provider” means a retail provider that
provides electricity to consumers in California and in one or more other
states in a contiguous service territory or from a common power
system.

“Municipal Solid Waste” or “MSW” means solid-phase household,
commercial/retail, and/or institutional waste. Household waste
includes material discarded by single and multiple residential
dwellings, hotels, motels, and other similar permanent or temporary
housing establishments or facilities. Commercial/retail waste includes
material discarded by stores, offices, restaurants, warehouses, non-
manufacturing activities at industrial facilities, and other similar

establishments or facilities. Institutional waste includes material
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(168)

(169)

discarded by schools, nonmedical waste discarded by hospitals,
material discarded by non-manufacturing activities at prisons and
government facilities, and material discarded by other similar
establishments or facilities. Household, commercial/retail, and
institutional wastes include yard waste, refuse-derived fuel, and motor
vehicle maintenance materials. Insofar as there is separate collection,
processing, and disposal of industrial source waste streams consisting
of used oil, wood pallets, construction, renovation, and demolition
wastes (which includes, but is not limited to, railroad ties and telephone
poles), paper, clean wood, plastics, industrial process or manufacturing
wastes, medical waste, motor vehicle parts or vehicle fluff, or used
tires that do not contain hazardous waste identified or listed under 42
U.S.C. 86921, such wastes are not municipal solid waste. However,
such wastes qualify as municipal solid waste where they are collected
with other municipal solid waste or are otherwise combined with other
municipal solid waste for processing and/or disposal.

“Natural Gas” means a naturally occurring mixture or process
derivative of hydrocarbon and non-hydrocarbon gases found in
geologic formations beneath the earth’s surface, of which its
constituents include methane, heavier hydrocarbons, and carbon
dioxide. Natural gas may be field quality (which varies widely) or
pipeline quality. For the purposes of this rule, the definition of natural
gas includes similarly constituted fuels such as field production gas,
process gas, and fuel gas.

“Natural Gas Liquids” or “NGLs”, means those hydrocarbons in natural
gas that are separated from the gas as liquids through the process of
absorption, condensation, adsorption, or other methods. Natural gas
liquids can be classified according to their vapor pressures as low
(condensate), intermediate (natural gasoline), and high (liquefied
petroleum gas) vapor pressure. Generally, such liquids consist of

ethane, propane, butanes, pentanes, and higher molecular weight

56



(170)

(171)

(172)

(173)

(174)

(175)

(176)

hydrocarbons. Bulk NGLs refers to mixtures of NGLs that are sold or
delivered as undifferentiated product from natural gas processing
plants.

“NERC E-tag” means North American Electric Reliability Corporation
(NERC) energy tag representing transactions on the North American
bulk electricity market scheduled to flow between or across balancing
authority areas.

"Nitric Acid" means HNO3; of 100% purity.

“Non-exempt Biomass derived CO,” means CO, emissions resulting
from the combustion of fuel not listed under section 95852.2(a), or that
is not verifiable under section 95131(i) of MRR.

“Notice of Delegation” means a formal notice used to delegate
authority to make an electronic submission to the accounts
administrator.

“Offset Material Misstatement” means a discrepancy, omission,
misreporting, or aggregation of the three, identified in the course of
offset verification services that leads an offset verification team to
believe that an Offset Project Data Report contains errors resulting in
an overstatement of the reported total GHG emission reductions or
GHG removal enhancements greater than 5.00 percent.
Discrepancies, omissions, or misreporting, or an aggregation of the
three, that result in an understatement of total reported GHG emission
reductions or GHG removal enhancements in the Offset Project Data
Report is not an offset material misstatement.

“Offset Project” means all equipment, materials, items, or actions that
are directly related to or have an impact upon GHG reductions, project
emissions, or GHG removal enhancements within the offset project
boundary.

“Offset Project Boundary” is defined by and includes all GHG emission
sources, GHG sinks or GHG reservoirs that are affected by an offset

project and under control of the Offset Project Operator or Authorized
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Project Designee. GHG emissions sources, GHG sinks or GHG
reservoirs not under control of the Offset Project Operator or
Authorized Project Designee are not included in the offset project
boundary.

(177) "Offset Project Commencement” means, unless otherwise specified in
a Compliance Offset Protocol, the date of the beginning of construction,
work, or installation for an offset project involving physical construction,
other work at an offset project site, or installation of equipment or
materials. For an offset project that involves the implementation of a
management activity, “offset project commencement” means, unless
otherwise specified in a Compliance Offset Protocol, the date on which
such activity is first implemented.

(178) “Offset Project Data Report” means the report prepared by an Offset
Project Operator or Authorized Project Designee each year that
provides the information and documentation required by this article or
a Compliance Offset Protocol.

(179) “Offset Project Operator” means the entity(ies) with legal authority to
implement the offset project.

(180) “Offset Project Registry” means an entity that meets the requirements
of section 95986 and is approved by ARB that lists offset projects,
collects Offset Project Data Reports, facilitates verification of Offset
Project Data Reports, and issues registry offset credits for offset
projects being implemented using a Compliance Offset Protocol.

(181) “Offset Protocol” means a documented set of procedures and
requirements to quantify ongoing GHG reductions or GHG removal
enhancements achieved by an offset project and calculate the project
baseline. Offset protocols specify relevant data collection and
monitoring procedures, emission factors, and conservatively account
for uncertainty and activity-shifting and market-shifting leakage risks

associated with an offset project.
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(182)

(183)

(184)

(185)

(186)

“Offset Verification” means a systematic, independent, and
documented process for evaluation of an Offset Project Operator’s or
Authorized Project Designee’s Offset Project Data Report against
ARB’s Compliance Offset Protocols and this article for calculating and
reporting project baseline emissions, project emissions, GHG
reductions, and GHG removal enhancements.

“Offset Verification Services” means services provided during offset
verification as specified in sections 95977.1 and 95977.2, including
reviewing an Offset Project Operator’s or Authorized Project
Designee’s Offset Project Data Report, verifying its accuracy according
to the standards specified in this article and applicable Compliance
Offset Protocol, assessing the Offset Project Operator’s or Authorized
Project Designee’s compliance with this article and applicable
Compliance Offset Protocol, and submitting an Offset Verification
Statement to ARB or an Offset Project Registry.

“Offset Verification Statement” means the final statement rendered by
a verification body attesting whether an Offset Project Operator’s or
Authorized Project Designee’s Offset Project Data Report is free of an
offset material misstatement, and whether the Offset Project Data
Report conforms to the requirements of this article and applicable
Compliance Offset Protocol.

“Offset Verification Team” means all of those working for a verification
body, including all subcontractors, to provide offset verification services
for an Offset Project Operator or Authorized Project Designee.
“Operational Control” for a facility subject to this article means the
authority to introduce and implement operating, environmental, health,
and safety policies. In any circumstance where this authority is shared
among multiple entities, the entity holding the permit to operate from
the local air pollution control district or air quality management district

is considered to have operational control for purposes of this article.
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(187)

(188)

(YYY)

“Operator” means the entity, including an owner, having operational
control of a facility, or other entity from which an emissions data report
is required under article 2, section 95104, title 17, Greenhouse Gas
Emissions Data Report. For onshore petroleum and natural gas
production, the operator is the operating entity listed on the state well
drilling permit, or a state operating permit for wells where no drilling
permit is issued by the state.

“Opt-in Covered Entity” means an entity that meets the requirements of
95811 that does not exceed the inclusion thresholds set forth in section
95812 and may elect to voluntarily opt-in to the Cap-and-Trade
Program and be willing to be subject to the requirements set forth in
this article.

“Over-the-Counter” means the trading of carbon compliance

(189)

(190)

(191)

(192)

(193)

instruments, contracts, or other instruments not listed on any

exchange.
“Oxidation” means a reaction in which the atoms in an element lose

electrons and the valence of the element is correspondingly increased.
“Ozone Depleting Substances” or “ODS” means a compound that
contributes to stratospheric ozone depletion.

“Perfluorocarbons” or “PFCs” means a class of greenhouse gases
consisting on the molecular level of carbon and fluorine.

“Permanent” means, in the context of offset credits, either that GHG
reductions and GHG removal enhancements are not reversible, or
when GHG reductions and GHG removal enhancements may be
reversible, that mechanisms are in place to replace any reversed GHG
emission reductions and GHG removal enhancements to ensure that
all credited reductions endure for at least 100 years.

“Permanent Retirement Registry” means the publicly available registry
in which the Executive Officer will record the serialrumbers-of-the

retired compliance instruments.
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(194)

(195)

(196)

(197)

(198)

(199)

(200)

“Petroleum” means oil removed from the earth and the oil derived from
tar sands, and/or shale.

“Petroleum Refinery” or “Refinery” means any facility engaged in
producing gasoline, gasoline blending stocks, naphtha, kerosene,
distillate fuel oils, residual fuel oils, lubricants, or asphalt (bitumen)
through distillation of petroleum or through re-distillation, cracking, or
reforming of unfinished petroleum derivatives. Facilities that distill only
pipeline transmix (off-spec material created when different specification
products mix during pipeline transportation) are not petroleum
refineries, regardless of the products produced.

"Pickled Steel Sheet" means hot rolled steel sheet that is sent through
a series of hydrochloric acid baths that remove the oxides.

“Pipeline Quality Natural Gas” means, for the purpose of calculating
emissions under MRR, natural gas having a high heat value greater
than 970 Btu/scf and equal to or less than 1,100 Btu/scf, and which is
at least ninety percent (90%) methane by volume, and which is less
than five percent (5%) carbon dioxide by volume.

"Plaster" is calcined gypsum that is produced and sold as a finished
product and is not used in the production of plasterboard at the same
facility.

"Plasterboard" is a panel made of gypsum plaster pressed between
two thick sheets of paper.

“Point of Delivery” or “POD” means the point on an electricity
transmission or distribution system where a deliverer makes electricity
available to a receiver or available to serve load. This point can be an
interconnection with another system or a substation where the
transmission provider’s transmission and distribution systems are
connected to another system, or a distribution substation where
electricity is imported into California over a multi-jurisdictional retail

provider’s distribution system.
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(201)

(202)

(203)

(204)

“Point of Receipt” or “POR” means the point on an electricity
transmission or distribution system where an electricity receiver
receives electricity from a deliverer. This point can be an
interconnection with another system or a substation where the
transmission provider’s transmission and distribution systems are
connected to another system.

“Portable” means designed and capable of being carried or moved

from one location to another. Indications of portability include wheels,

skids, carrying handles, dolly, trailer, or platform. Equipment is not
portable if any one of the following conditions exists:

(A)  The equipment is attached to a foundation;

(B) The equipment or a replacement resides at the same location
for more than 12 consecutive months;

(C) The equipment is located at a seasonal facility and operates
during the full annual operating period of the seasonal facility,
remains at the facility for at least two years, and operates at that
facility for at least three months each year; or

(D)  The equipment is moved from one location to another in an
attempt to circumvent the portable residence time requirements
of this definition.

“Position Holder” means an entity that holds an inventory position in

motor vehicle fuel, ethanol, distillate fuel, biodiesel, or renewable diesel

as reflected in the records of the terminal operator or a terminal
operator that owns motor vehicle fuel or diesel fuel in its terminal.

“Position holder” does not include inventory held outside of a terminal,

fuel jobbers (unless directly holding inventory at the terminal), retail

establishments, or other fuel suppliers not holding inventory at a fuel
terminal.

“Positive Emissions Data Verification Statement” means a verification

statement rendered by a verification body attesting that the verification

body can say with reasonable assurance that the covered emissions
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(205)

(206)

(207)

(208)

(209)

data in the submitted emissions data report is free of material
misstatement and that the emissions data conforms to the
requirements of MRR. For purposes of this definition, ‘material
misstatement’ shall have the same meaning as ascribed to it in section
95102(a) of MRR.

“Positive Product Data Verification Statement” means a verification
statement rendered by a verification body attesting that the verification
body can say with reasonable assurance that the covered product data
in the submitted emissions data report is free of material misstatement
and that the product data conforms to the requirements of MRR. For
purposes of this definition, ‘material misstatement’ shall have the same
meaning as ascribed to it in section 95102(a) of MRR.

“Positive Offset Verification Statement” means an Offset Verification
Statement rendered by a verification body attesting that the verification
body can say with reasonable assurance that the submitted Offset
Project Data Report is free of an offset material misstatement and that
the Offset Project Data Report conforms to the requirements of this
article and applicable Compliance Offset Protocol.

“Power” means electricity, except where the context makes clear that
another meaning is intended.

“Primary Account Representative” means an individual authorized by a
registered entity through the registration process outlined in section
95832 to make submissions to the Executive Officer and the tracking
system in all matters pertaining to this article that legally bind the
authorizing entity.

"Primary Refinery Products" means aviation gasoline, motor gasoline
(finished), kerosene-type jet fuel, distillate fuel oil, renewable liquid
fuels, and asphalt. For the purpose of calculating this value for each
refinery ARB will convert blendstocks into their finished fuel volumes

by multiplying blendstocks by an assumed blending ratio.
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(210) “Primary Residence” means the property an individual uses as a
residence the majority of the time during the year or as the principal
place of abode of the individual's family members. The primary
residence may be documented by the address listed on the individual's
federal and state tax returns, driver's license, automobile registration,
or voter registration card.

(211) “Proceeds” means monies generated as a result of an auction or from
sales from the Allowance Price Containment Reserve.

(212) “Process” means the intentional or unintentional reactions between
substances or their transformation, including the chemical or
electrolytic reduction of metal ores, the thermal decomposition of
substances, and the formation of substances for use as product or
feedstock.

(213) “Process Emissions” means the emissions from industrial processes
(e.g., cement production, ammonia production) involving chemical or
physical transformations other than fuel combustion. For example, the
calcination of carbonates in a kiln during cement production or the
oxidation of methane in an ammonia process results in the release of
process CO, emissions to the atmosphere. Emissions from fuel
combustion to provide process heat are not part of process emissions,
whether the combustion is internal or external to the process
equipment.

(214) “Process Unit” means the equipment assembled and connected by
pipes and ducts to process raw materials and to manufacture either a
final or intermediate product used in the onsite production of other
products. The process unit also includes the purification of recovered
byproducts.

(215) “Producer” means a person who owns leases, operates, controls, or
supervises a California production facility.

(216) “Product Data Verification Statement” means the final statement

rendered by a verification body attesting whether a reporting entity’s
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(217)

(218)

(219)

(220)
(221)

(YYY)

product data in their covered emissions data report is free of material
misstatement, and whether the product data conforms to the
requirements of the MRR. For purposes of this definition, ‘material
misstatement’ shall have the same meaning as ascribed to it in section
95102(a) of MRR.

“Professional Judgment” means the ability to render sound decisions
based on professional qualifications and relevant greenhouse gas
accounting and auditing experience.

“Project Baseline” means, in the context of a specific offset project, a
conservative estimate of business-as-usual GHG emission reductions
or GHG removal enhancements for the offset project's GHG emission
sources, GHG sinks, or GHG reservoirs within the offset project
boundary.

“Project Emissions” means any GHG emissions associated with the
implementation of an offset project that must be accounted for in the
Offset Project Data Report.

“Propane” is a paraffinic hydrocarbon with molecular formula C3Hs.
“Property Right” means any type of right to specific property whether it
is personal or real property, tangible or intangible.

“Public Service Facility” means a facility that is a covered entity or opt-

(222)

(223)

in covered entity owned by a local government as defined in

Government Code section 53720(a), excluding facilities owned or

operated by an electrical distribution utility, that provides steam and

chilled water solely to buildings and facilities owned by the local

government, and may also provide electricity to its own facilities or for

sale to an electrical distribution utility.

“Public Utility Gas Corporation” is a gas corporation defined in
California Public Utilities Code section 222 that is also a public utility as
defined in California Public Utilities Code section 216.

“Publicly Owned Natural Gas Utility” means a municipality or municipal

corporation, a municipal utility district, a public utility district, or a joint
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(224)

(225)

(226)

(227)

powers authority that includes one or more of these agencies that
furnishes natural gas services to end users.

“Purchase Limit” means the maximum percentage of allowances that
may be purchased by an entity of a group of affiliated entities at an
allowance auction.

“Purchasing-Selling Entity” or “PSE” means the same meaning as
ascribed in MRR.

“Qualified Export” means electricity that is exported in the same hour
as imported electricity and documented by NERC E-tags. When
imports are not documented on NERC E-tags, because a facility or unit
located outside the state of California has a first point of
interconnection with a California balancing authority area, the reporting
entity may demonstrate hourly eleetriticyelectricity delivery consistent
with the record keeping requirements of the California balancing
authority area, including records of revenue quality meter data,
invoices, or settlements data. Only electricity exported within the same
hour and by the same importer as the imported electricity is a qualified
export. It is not necessary for the imported and exported electricity (as
defined in the MRR) to enter or leave California at the same intertie.
Qualified exports shall not result in a negative compliance obligation
for any hour.

“Qualified Positive Offset Verification Statement” means an Offset
Verification Statement rendered by a verification body attesting that the
verification body can say with reasonable assurance that the submitted
Offset Project Data Report is free of an offset material misstatement,
but the Offset Project Data Report may include one or more
nonconformance(s) with the quantification, monitoring, or metering
requirements of this article and applicable Compliance Offset Protocol
which do not result in an offset material misstatement. Non-

conformance, in this context, does not include disregarding the explicit
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(228)

(229)

(YYY)

requirements of this article or applicable Compliance Offset Protocol

and substituting alternative requirements not approved by the Board.

“Qualified Positive Emissions Data Verification Statement” means a
statement rendered by a verification body attesting that the verification
body can say with reasonable assurance that the covered emissions
data in the submitted emissions data report is free of material
misstatement and is in conformance with section 95131(b)(9) of MRR,
but the emissions data may include one or more other
nonconformance(s) with requirements of MRR which do not result in a
material misstatement. For purposes of this definition, ‘material
misstatement’ shall have the same meaning as ascribed to it in section
95102(a) of MRR.

“Qualified Positive Product Data Verification Statement” means a
statement rendered by a verification body attesting that the verification
body can say with reasonable assurance that the covered product data
in the submitted emissions data report is free of material misstatement
and is in conformance with section 95131(b)(9) of MRR, but the
product data may include one or more other nonconformance(s) with
the requirements of MRR which do not result in a material
misstatement. For purposes of this definition, ‘material misstatement’
shall have the same meaning as ascribed to it in section 95102(a) of
MRR.

“Qualified Thermal Qutput” means the thermal energy generated by a

cogeneration unit or district energy facility that is sold to particular end-
users and reported pursuant to MRR section 95112(a)(5)(A) and the

thermal energy used on-site by industrial processes or operations and

heating and cooling operations that is not in support of or a part of the

electricity generation or cogeneration system and is reported pursuant
to MRR sections 95112(a)(5)(C). Qualified thermal output does not

include thermal energy that is vented, radiated, wasted, or discharged

before it is utilized at industrial processes or operations, or any thermal
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(230)

(231)

(232)

(233)

(234)

(235)

(236)

energy generated by equipment that is not an integral part of the

cogeneration unit.

“Quantifiable” means, in the context of offset projects, the ability to
accurately measure and calculate GHG reductions or GHG removal
enhancements relative to a project baseline in a reliable and replicable
manner for all GHG emission sources, GHG sinks, or GHG reservoirs
included within the offset project boundary, while accounting for
uncertainty and activity-shifting leakage and market-shifting leakage.
“Quantitative Usage Limit” means a limit on the percentage of an
entity’s compliance obligation that may be met by surrendering offset
credits, sector-based credits, or other compliance instruments
designated to be subject to the limit under this article.

“Rack” means a mechanism for delivering motor vehicle fuel or diesel
from a refinery or terminal into a truck, trailer, railroad car, or other
means of non-bulk transfer.

“Radiative Forcing” means the change in the net vertical irradiance at
the atmospheric boundary between the troposphere and the
stratosphere due to an internal change or a change in the external
forcing of the climate system such as a change in the concentration of
carbon dioxide or the output of the Sun.

“Real” means, in the context of offset projects, that GHG reductions or
GHG enhancements result from a demonstrable action or set of
actions, and are quantified using appropriate, accurate, and
conservative methodologies that account for all GHG emissions
sources, GHG sinks, and GHG reservoirs within the offset project
boundary and account for uncertainty and the potential for activity-
shifting leakage and market-shifting leakage.

“Reasonable Assurance” means a high degree of confidence that
submitted data and statements are valid.

"Recycled Boxboard" means containers of solid fiber made from

recycled fibers, including cereal boxes, shoe boxes and protective
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(237)

(238)

(239)

(240)

(241)

(242)

(243)

paper packaging for dry foods. It also includes folding paper cartons,
set-up boxes, and similar boxboard products. Recycled boxboard is
made from recycled fibers.

"Recycled Linerboard"” means types of paperboard made from recycled
fibers that meet specific tests adopted by the packaging industry to
qualify for use as the outer facing layer for corrugated board, from
which shipping containers are made.

“Recycled Medium" means the center segment of corrugated shipping
containers, being faced with linerboard on both sides. Recycled
medium is made from recycled fibers.

“Reference Level” means the quantity of GHG emission equivalents
that have occurred during the normal course of business or activities
during a designated period of time within the boundaries of a defined
sector and a defined jurisdiction.

“Reformulated Gasoline Blendstock for Oxygenate Blending” or
“RBOB” has the same meaning as defined in title 13 of the California
Code of Regulations, section 2260(a).

“Register,” in the context of a compliance instrument, means the act

of enteringassigning the serial number of a compliance instrument into
an account.

“Registrant” or “Registered Entity” means an entity that has completed
the process for registration.

“Registry Offset Credit” means a credit issued by an Offset Project
Registry for a GHG reduction or GHG removal enhancement of one
metric ton of CO,e. The GHG reduction or GHG removal
enhancement must be real, additional, quantifiable, permanent,
verifiable, and enforceable and may only be issued for offset projects
using Compliance Offset Protocols. Pursuant to section 95981.1, ARB

may determine that a registry offset credit may be removed, retired, or
cancelled from the Offset Project Reqistry system and issued as an
ARB offset credit.
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(244)

(245)

(246)

(247)

(248)

“Registry Services” means all services provided by an ARB approved
Offset Project Registry in section 95987.

“Renewable Energy” means energy from sources that constantly
renew themselves or that are regarded as practically inexhaustible.
Renewable energy includes energy derived from solar, wind,
geothermal, hydroelectric, wood, biomass, tidal power, sea currents,
and ocean thermal gradients.

“Renewable Energy Credit” or “REC” means a certificate of proof,
issued through the accounting system established by the California
Energy Commission pursuant to Public Utilities Code Section 399.13,
that one megawatt hour of electricity was generated and delivered by
an eligible renewable energy resource. As specified in Public Utilities
Code Section 399.12, Subdivision (g)(2), a REC includes all renewable
and environmental attributes associated with the production of
electricity from an eligible renewable energy resource, except for an
emissions reduction credit issued pursuant to Section 40709 of the
Health and Safety Code and any credits or payments associated with
the reduction of solid waste and treatment benefits created by the
utilization of biomass or biogas fuels.

"Renewable Liquid Fuels" means fuel ethanol, biomass-based diesel
fuel, other renewable diesel fuel and other renewable fuels.

“Reporting Period” means, in the context of offsets, the period of time
for which an Offset Project Operator or Authorized Project Designee
guantifies and reports GHG reductions or GHG removal enhancements
covered in an Offset Project Data Report. The first reporting period for
an offset project in an initial crediting period may consist of 6 to 24
consecutive months; all subsequent reporting periods in an initial
crediting and all reporting periods in any renewed crediting period must

consist of 12 consecutive months. For offset projects developed using

the Compliance Offset Protocol Ozone Depleting Substances Projects,

October 20, 2011, there may only be one Reporting Period per offset
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(249)
(250)
(251)

(252)

(253)

(254)

project. The Reporting Period may not be longer than 12 months and

there is no minimum timeframe imposed for the Reporting Period.

“Reporting Year” means data year.

“Reserve Price” see “Auction Reserve Price.”

“Reserve Sale Administrator” means the operator of sales from the
Allowance Price Containment Reserve account, which may be the
Executive Officer or an entity designated by the Executive Officer.
“Resource Shuffling” means any plan, scheme, or artifice to+eceive

the-delivery-of-electricity-to-the-California-grid undertaken by a First

Deliverer of Electricity to substitute electricity deliveries from sources

with relatively lower emissions for electricity deliveries from sources

with relatively higher emissions resources to reduce its emissions

compliance obligation. Resource shuffling does not include

substitution of electricity deliveries from sources with relatively lower

emissions for electricity deliveries from sources with relatively higher

emissions resources when the substitution occurs pursuant to the
conditions listed in section 95852(b)(2)(A).

“Retail Provider” means an entity that provides electricity to retail end

users in California and is an electrical corporation as defined in Public
Utilities Code section 218, electric service provider as defined in Public
Utilities Code section 218.3, local publicly owned electric utility as
defined in Public Utilities Code section 224.3, a community choice
aggregator as defined in Public Utilities Code section 331.1, or the
Western Area Power Administration. For purposes of this article,
electrical cooperatives, as defined by Public Utilities Code section
2776, are excluded.

“Retire” or “Retired” or “Retirement” means that the serial number for a
compliance instrument is registered into the Retirement Account under
the control of the Executive Officer. Compliance instruments

registered into this account cannot be removed.
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(256)

(257)

(258)

(259)

(260)

(261)

(262)

“Reversal” means a GHG emission reduction or GHG removal
enhancement for which an ARB offset credit or registry offset credit
has been issued that is subsequently released or emitted back into the
atmosphere due to any intentional or unintentional circumstance.
“Sector” or “Sectoral,” when used in conjunction with sector-based
crediting programs, means a group or subgroup of an economic
activity, or a group or cross-section of a group of economic activities,
within a jurisdiction.

“Sector-Based Crediting Program” is a GHG emissions-reduction
crediting mechanism established by a country, region, or subnational
jurisdiction in a developing country and covering a particular economic
sector within that jurisdiction. A program’s performance is based on
achievement toward an emissions reduction target for the particular
sector within the boundary of the jurisdiction.

“Sector-Based Offset Credit” means a credit issued from a sector-
based crediting program once the crediting baseline for a sector has
been reached.

“Self-Generation of Electricity” means electricity dedicated to serving
an electricity user on the same location as the generator. The system
may be operated directly by the electricity user or by an entity with a
contractual arrangement.

“Serial Number” means a unique number assigned to each compliance
instrument for identification.

“Sequestration” means the removal and storage of carbon from the
atmosphere in GHG sinks or GHG reservoirs through physical or
biological processes.

“Sink” or “sink to load” or “load sink” means the sink identified on the
physical path of NERC e-Tags, where defined points have been
established through the NERC Registry. Exported electricity is
disaggregated by the sink on the NERC e-Tag, also referred to as the
final point of delivery on the NERC e-Tag.
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(264)

(265)

(266)

(267)

"Soda Ash Equivalent” means the total mass of all soda ash, biocarb,
borax, V-Bor, DECA, PYROBOR, Boric Acid, Sodium Sulfate,
Potassium Sulfate, Potassium Chloride, and Sodium Chloride
produced.

“Solomon Energy Intensity Index®” or “Solomon EIl” or “EIl” means a
petroleum refinery energy efficiency metric that compares actual
energy consumption for a refinery with the “standard” energy
consumption for a refinery of similar size and configuration. The
“standard” energy is calculated based on an analysis of worldwide
refining capacity as contained in the database maintained by Solomon
Associates. The ratio of a facility’s actual energy to the standard
energy is multiplied by 100 to arrive at the Solomon Ell for a refinery.
“Solomon Energy Review” means a data submittal and review
conducted by a petroleum refinery and Solomon Associates. This
process uses the refinery energy utilization, throughput and output to
determine the Solomon Ell of the refinery.

“Source” means greenhouse gas source; or any physical unit, process,
or other use or activity that releases a greenhouse gas into the
atmosphere.

“Source of generation” or “generation source” means the generation
source identified on the physical path of NERC e-Tags, where defined
points have been established through the NERC Registry. Imported
electricity and wheels are disaggregated by the source on the NERC e-
Tag, also referred to as the first point of receipt.

“Specified Source of Electricity” or “Specified Source” means a facility
or unit which is permitted to be claimed as the source of electricity
delivered. The reporting entity must have either full or partial
ownership in the facility/unit or a written power contract as defined in
MRR section 95102(a) to procure electricity generated by that

facility/unit. Specified facilities/units include cogeneration systems.
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(YYY)

Specified source also means electricity procured from an asset-
controlling supplier recognized by ARB.

“Spot” means a contract for the immediate delivery of and payment for

(YYY)

a product.
“Stand-Alone-Electricity Generating Facility” has the same meaning in

(268)

(269)

(270)

(271)

(272)

(273)

(274)

this requlation as in section 95102(a) of MRR.

“Standing Live Carbon Stocks” means the above ground carbon in live
tree biomass. Live trees include the bole, stem, branches, roots, and
leaves or needles.

“Stationary” means neither portable nor self-propelled, and operated at
a single facility.

"Steel Produced Using an Electric Arc Furnace" means steel produced
by electric arc furnace or "EAF". EAF means a furnace that produces
molten steel and heats the charge materials with electric arcs from
carbon electrodes.

“Supplier” means a producer, importer, exporter, position holder, or
local distribution company of a fossil fuel or an industrial greenhouse
gas.

“Terminal” means a motor vehicle fuel or diesel fuel storage and
distribution facility that is supplied by pipeline or vessel, and from
which fuel may be removed at a rack. “Terminal” includes a fuel
production facility where motor vehicle or diesel fuel is produced and
stored and from which fuel may be removed at a rack.

"Testliner" means types of paperboard that meet specific tests adopted
by the packaging industry to qualify for use as the outer facing layer for
corrugated board, from which shipping containers are made. Testliner
is made primarily from fibers obtained from recycled fibers.

“Tin Plate" means thin sheet steel with a very thin coating of metallic
tin. Tin plate also includes Tin Free Steel or TFS which has an
extremely thin coating of chromium, metallic, and oxide. Tin plate is

used primarily in can making.
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(XYZ)

“Tissue” means a class of papers which are characteristically gauzy in
texture and, in some cases, fairly transparent. They may be glazed,
unglazed, or creped and are used for a variety of purposes. Examples
of different types of tissue papers include sanitary grades such as
toilet, facial, napkin, towels, wipes, and special sanitary papers.

“Tracking System” means the Compliance Instrument Tracking System

(276)

(277)

(278)

(279)

(YYY)

Service where ARB compliance instruments are issued, traded, and

retired.

“Transaction,” when referring to an arrangement between registered
entities regarding allowances, means an understanding among
registered entities to transfer the control of an allowance from one
entity to another, either immediately or at a later date.

“Transfer” of a compliance instrument means the movement remeval-of
the-serial-number of a compliance instrument from one account and
placement into another account.

“Transfer Request” means the communication by an authorized
account representative or an alternate authorized account
representative to the accounts administrator to register into the
tracking system the transfer of allowances between accounts.
“Tribe” means a federally-recognized Indian tribe and any entity
created by a federally-recognized Indian Tribe.

"True-up allowance amount" is a quantity of California GHG

(280)

(YYY)

allowances allocated for changes in production or allocation not

properly accounted for in prior allocations pursuant to 95891(b) or (c).

“Unintentional Reversal” means any reversal, including wildfires or
disease that is not the result of the forest owner’s negligence, gross
negligence, or willful intent.

“University Covered Entity” means a facility that meets the definition of

an educational facility pursuant to Education Code section 94110(e)

and is a covered entity or opt-in covered entity starting with the 2015

data year.
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(281) “Unspecified Source of Electricity” or “Unspecified Source” means a
source of electricity that is not a specified source at the time of entry
into the transaction to procure the electricity.

(282) “Vented Emissions” means intentional or designed releases of CH, or
CO, containing natural gas or hydrocarbon gas (not including
stationary combustion flue gas), including process designed flow to the
atmosphere through seals or vent pipes, equipment blowdown for
maintenance, and direct venting of gas used to power equipment (such
as pneumatic devices).

(283) “Verifiable” means that an Offset Project Data Report assertion is well
documented and transparent such that it lends itself to an objective
review by an accredited verification body.

(284) *“Verification Body” means a firm accredited by ARB, which is able to
render an offset verification statement and provide offset verification
services for Offset Project Operators or Authorized Project Designees
subject to providing an Offset Project Data Report under this article.

(285) “Verifier” or “offset verifier” means an individual accredited by ARB to

carry out offset verification services as specified in sections 95977.1
and 95977.2.

(286) “Vintage Year” means the budget year to which an individual
Californian GHG allowance is assigned pursuant to subarticle 6.

(287) “Voluntarily Associated Entity” or “General Market Participant” means

any entity which does not meet the requirements of section 95811 or
95813 in this article and that intends to purchase, hold, sell, or
voluntarily retire compliance instruments or an entity operating an
offset project or early action offset project that is registered with ARB
pursuant to subarticle 13 or 14 in this article.

(288) “Voluntary Renewable Electricity” or “VRE” means electricity produced
or RECs associated with electricity, produced by a voluntary renewable

electricity generator, and which has not and will not be sold or used to
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meet any other mandatory requirements in California or any other
jurisdiction.

(289) “Voluntary Renewable Electricity Aggregator” or “VRE Aggregator”
means the entity that is aggregating systems for the purpose
of -allowance retirement pursuant to section 95841.1.

(290) “Voluntary Renewable Electricity Generator” means any entity that
produces renewable electricity and applies for allowance retirement
pursuant to section 95841.1.

(291) “Voluntary Renewable Electricity Participant” or “VRE Participant”
means a voluntary renewable electricity generator, a REC marketer, or
entity that purchases voluntary renewable electricity or RECs as an
end-user or on behalf of an end-user and is seeking allowance
retirement pursuant to section 95841.1.

(YYY) “Waste-to-Energy” means a facility located in California that incinerates

eligible municipal solid waste in accordance with a current permit

issued by the local Air Pollution Control District or Air Quality

Management District, to generate and distribute electricity over the

electric power grid for wholesale or retail customers of the grid located

in California.
(b) For the purposes of sections 95801 through 96023, the following
acronyms apply:

(1) “AB 32" means Assembly Bill 32, the California Global Warming Solutions
Act of 2006.

(2) “ARB” means the California Air Resources Board.

(3) “BAU” means business as usual.

(4) “BPA” means Bonneville Power Administration.

(5) “CAISO” means the California Independent System Operator.

(6) “CAR” means Climate Action Reserve.

(7) “CEC” means California Energy Commission.

(8) “CFR” means Code of Federal Regulations.

(9) “CH4” means methane.
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(10) “CO,” means carbon dioxide.

(11)"CO.e" means carbon dioxide equivalent.

(13) “DWR” means California Department of Water Resources.

(14) “F” means Fahrenheit.

(15) “GHG" means greenhouse gas.

(16) “GHG ETS” means greenhouse gas emissions trading system.

(17) “GWP” means global warming potential.

(18) “HFC” means hydrofluorocarbon.

(19) “LPG” means liquefied petroleum gas.

(20) “MMBtu” means one million British thermal units.

(21) “MRR” means the Air Resources Board’s Regulation for the Mandatory
Reporting of Greenhouse Gas Emissions.

(22) “Mscf” means one thousand standard cubic feet.

(23) “MWh” means megawatt-hour.

(24) “MT” means metric tons.

(25) “NAICS” means North American Industry Classification System.

(26) “NGLs” means natural gas liquids.

(27) “NERC” means North American Electric Reliability Corporation.

(28) “N2O” means “nitrous oxide.”

(29) "PFC” means perfluorocarbon.

(30) “PSE” means purchasing-selling entity.

(31) “PUC” means the Public Utilities Commission.

(32) “REC” means Renewable Energy Credit.

(33) “REDD” means reducing emissions from deforestation and degradation.

(34) “SCF” means standard cubic foot.

(35) “SFs” means sulfur hexafluoride.

(XX) “TEAP” means the Technology and Economic Assessment Panel of the

Montreal Protocol.

(36) “WAPA” means Western Area Power Administration.
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NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

Subarticle 3: Applicability

This article applies to all of the entities identified in this subatrticle.

§ 95810. Covered Gases.

This article applies to the following greenhouse gases: carbon dioxide (CO5,),
methane (CH,), nitrous oxide (N,O), sulfur hexafluoride (SFsg),
hydrofluorocarbons (HFCs), perfluorocarbons (PFCs), nitrogen trifluoride (NF3),
and other fluorinated greenhouse gases.

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

8§ 95811. Covered Entities.

This article applies to all of the following entities with associated GHG emissions
pursuant to section 95812:
(@)  Operators of Facilities. The operator of a facility within California that has
one or more of the following processes or operations:

Q) Cement production;

(2) Cogeneration;

(3)  Glass production;

4) Hydrogen production;

(5) Iron and steel production;

(6) Lead Production;

(67) Lime manufacturing;

(#¥8) Nitric acid production;

(89) Petroleum and natural gas systems, as specified in section 95852 (h);
(910) Petroleum refining;

(161) Pulp and paper manufacturing;
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(122) Self-generation of electricity; or
(123) Stationary combustion.

(b) First Deliverers of Electricity.

(1) Electricity generating facilities: the operator of an electricity generating
facility located in California; or
(2) Electricity importers.
(©) Suppliers of Natural Gas. An entity that distributes or uses natural gas in
California as described below:
(1) A public utility gas corporation operating in California;
(2) A publicly owned natural gas utility operating in California; or
3) The operator of an intrastate pipeline not included in section
95811(c)(1) or section 95811(c)(2) that distributes natural gas directly
to end users.

(d)  Suppliers of RBOB and Distillate Fuel Oil. A position holder of one or
more of the following fuels, or an enterer that imports one or more of the
following fuels into California:

(1) RBOB,;
(2) Distillate Fuel Oil No. 1; or
3) Distillate Fuel Oil No. 2.

(e) Suppliers of Liquefied Petroleum Gas.

(1)  The operator of a refinery that produces liquid petroleum gas in
California;

(2)  The operator of a facility that fractionates natural gas liquids to produce
liquid petroleum gas; or

(3) A consignee of liquefied petroleum gas into California as defined under
MRR.

)] Sections 95811(c), (d), and (e) apply to suppliers of blended fuels that
contain the fuels listed above.

(9) Carbon dioxide suppliers.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.

80



Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

§ 95812. Inclusion Thresholds for Covered Entities.

(@) The inclusion threshold for each covered entity is based on the subset of
greenhouse gas emissions that generate a compliance obligation for that
entity as specified in section 95852. The entity must report and verify
annual emissions pursuant to sections 95100 through 95157 of MRR.

(b) If an entity’s reported or reported and verified annual emissions in any
data year from 2009 through 20112 from the categories specified in
section 95852(a) equal or exceed the thresholds identified below, that
entity is classified as a covered entity as of January 1, 2013, and for all
future years until any requirement set forth in section 95812(e) is met.

(c) The requirements apply as follows:

(1) Operators of Facilities. The applicability threshold for a facility is

25,000 metric tons or more of CO.e per data year.

(2) First Deliverers of Electricity.

(A)  Electricity Generating Facilities. The applicability threshold for
an electricity generating facility is based on the annual
emissions from which the electricity originated. The applicability
threshold for an electricity generating facility is 25,000 metric
tons or more of CO,e per data year.

(B)  Electricity importers. The applicability threshold for an electricity
importer is based on the annual emissions from each of the
electricity importer’s sources of delivered electricity.

1. All emissions reported for imported electricity from specified
sources of electricity that emit 25,000 metric tons or more of
CO.e per year are considered to be above the threshold.

2. All emissions reported for imported electricity from
unspecified sources are considered to be above the
threshold.
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(d)

(€)

®3)

(4)

(1)

(2)

Carbon Dioxide Suppliers. The applicability threshold for a carbon
dioxide supplier is 25,000 metric tons or more of CO,e per year. For
purpose of comparison to this threshold, the supplier must include the
sum of the CO;, that it captures from its production process units for
purposes of supplying CO, for commercial applications or that it
captures from a CO, stream to utilize for geologic sequestration, and
the CO,, that it extracts or produces from a CO, production well for
purposes of supplying for commercial applications or that it extracts or
produces to utilize for geologic sequestration.
Petroleum and Natural Gas Facilities. The applicability threshold for a
petroleum and natural gas facility 25,000 metric tons or more of COe
per data year. This threshold is applied for each facility type specified
in section 95852(h).
If an entity’s annual, assigned, or reported and verified emissions from any
data year between 2011-2014 equal or exceed the thresholds identified
below from the categories specified in sections 95851(a)-and-,(b),(c), and
(d) then that entity is classified as a covered entity as of January 1, 2015,
for the year in which the threshold is reached and for all future years until
any requirement set forth in section 95812(e) is met.
Fuel Suppliers. The threshold for a fuel supplier is 25,000 metric tons
or more of CO,e annually from the emissions of GHG that would result
from full combustion or oxidation of the quantities of the fuels, identified
in section 95811(c) through (f), which are imported and/or delivered to
California.
Electricity importers. The threshold for an electricity importer of
specified source of electricity is zero metric tons of CO,e per year and
for unspecified sources is zero MWhs per year as of January 1, 2015.
Effect of Reduced Emissions on an Entity’'s Compliance Obligation. A
covered entity continues to have a compliance obligation for each data
year of a compliance period, until the subsequent compliance period after

one of the following conditions occurs:
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(1)

(2)

NOTE:

Annual reports demonstrate GHG emissions less than 25,000 metric
tons of COze per year during one entire compliance period; or
A covered entity has ceased reporting and shuts down all processes,
units, and supply operations subject to reporting, and has followed the
requirements of section 95101(h) of MRR.

Facility Closure. For discussion: what happens to free allowances

provided for transition assistance if the entity is no longer a covered entity

prior to the first annual surrender obligation or triennial surrender

obligation and those free allowances are no longer needed by the entity

under the Cap-and-Trade Program?

Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,

Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

§ 95813. Opt-In Covered Entities.

(@)

(b)

(ed)

An entity that meets the requirements of section 95811, but does not
exceed the inclusion thresholds set forth in section 95812 may elect to
voluntarily opt-in to the Cap-and-Trade Program.

An entity that voluntarily elects to participate in this program under this
section must submit its request to the Executive Officer for approval

pursuant to section 95830(c) by March 1 of the calendar year immediately

preceding the first year in which it voluntarily elects to be subject to a

compliance obligation pursuant to this section. The Executive Officer shall

evaluate such applications and designate approved applicants as opt-in
covered entities.

An entity that voluntarily elects to participate in this program under this

section may rescind its request to opt in to the program by October 1 of

the calendar year prior to the first year in which it voluntarily elects to be

subject to a compliance obligation pursuant to section 95813.

An opt-in covered entity is subject to all reporting, verification,

enforcement, and compliance obligations that apply to covered entities. An
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(de)

(ef)

()

opt-in covered entity’s first reporting and verification year shall be the

calendar year immediately preceding the first year in which it voluntarily

elects to be subject to a compliance obligation pursuant to this section.

An opt-in covered entity may be eligible to receive freely allocated
allowances subject to subarticles 8 and 9.

Opt-in participation shall not affect the allowance budgets set forth in
Subarticle 6.

Opting out. After the end of any given compliance period an opt-in
covered entity may choose to opt out of the program provided its annual
emission levels for any data year remain below the inclusion thresholds
set forth in section 95812. An entity choosing to opt out of the program
must either fulfill its compliance obligations as required pursuant to
subarticle 7 or surrender allowances equivalent to all the directly allocated
allowances it has received from the budget years for the compliance
period in question. An opt-in covered entity that wishes to opt-out of this
program must apply to the Executive Officer.

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

§ 95814. Voluntarily Associated Entities and Other Registered Participants.

(@)

(1)

Voluntarily Associated Entities (VAE). An entity not identified as a
covered entity or opt-in covered entity that intends to hold California
compliance instruments may apply to the Executive Officer pursuant to
section 95830(c) for approval as a voluntarily associated entity.

The following entities may qualify as voluntarily associated entities:

(A)  Anindividual, or an entity that does not meet the requirements
of sections 95811 and 95813, that intends to purchase, hold,
sell, or voluntarily retire compliance instruments;

(B)  An entity operating an offset project or early action offset project

that is registered with ARB pursuant to subarticles 13 or 14; or
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(2)

5)3)

(C)  An entity providing clearing services in which it takes only
temporary possession of compliance instruments for the
purpose of clearing transactions between two entities registered
with the Cap-and-Trade Program. A qualified entity must be a
derivatives clearing organization as defined in the Commaodities
Exchange Act (7 U.S.C § 1a(9)) that is registered with the U.S.
Commodity Futures Trading Commission pursuant to the
Commodities Exchange Act (7 U.S.C. 8§ 7a-1(a)).

An individual registering as a voluntarily associated entity must have a

primary residence in the United States.

An individual employed by an entity subject to the requirements of

MRR, or employed by an entity subject to the Cap-and-Trade

Regulation, or by an organization providing consulting services related

to those Requlations who chooses to reqgister as a voluntarily

associated entity in the tracking system, must provide a notarized letter

from the individual's employer stating the emplovyer is aware of the

employee’s plans to apply as a voluntarily associated entity in the Cap-

and-Trade Program and that the employer has conflict of interest

policies and procedures in place which prevent the employee from

using information gained in the course of employment as an employee

of the company and using it for personal gain in the Cap-and-Trade

Program.
An individual who meets the requirements of section 95814(a)(3) and

is already reqistered in the tracking system must provide the notarized

letter from his/her employer no later than January 31, 2015. Failure to

provide such a letter by the deadline will result in suspension,

modification, or revocation of his/her tracking system account.

An entity registering as a voluntarily associated entity must be located
in the United States, according to the registration information reported

pursuant to section 95830(c).
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(6) Individuals identified by reqgistered entities pursuant to sections
95830(c)(1)(B),(C),(1), and (J) are not eligible to reqister as voluntarily

associated entities.

(b) Restrictions on Other Registered Participants.

&  The following entities do not qualify to hold compliance
instruments and do notbut-may qualify as a Registered Participant:

(A) An offset verifier accredited pursuant to section 95978;

(2B) A verification body accredited pursuant to section 95978;

(36) Offset Project Registries; o

(4DB) Early Action Offset Programs approved pursuant to subarticle 14-;

(5) A MRR verifier accredited pursuant to the MRR.

2 lf : I - I : btai
: : s he £ e Off :
95830(e)-

(c) Arregistered entity that has had its holding account revoked pursuant to

section 95921(g)(3) may not hold compliance instruments or register with

the accounts administrator in the Cap-and-Trade Program in any capacity.

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

Subarticle 4. Compliance Instruments

§ 95820. Compliance Instruments Issued by the Air Resources Board.

@) California Greenhouse Gas Emissions Allowances.
(1) The Executive Officer shall create California GHG allowances pursuant
to the schedule set forth in subarticle 6.
(2)  The Executive Officer shall assign each California GHG allowance a
unique serial number that indicates the annual allowance budget from

which the allowance originates.
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(3) The Executive Officer shall place these allowances into a holding
account under the control of the Executive Officer pursuant to section
95831(b).

(b) Offset Credits Issued by ARB.

(1) The Executive Officer shall issue and register ARB offset credits
pursuant to the requirements of subarticles 13 and 14.

(2) Surrender of ARB offset credits shall be subject to the quantitative
usage limit set forth in section 95854.

(c) Each compliance instrument issued by the Executive Officer represents a
limited authorization to emit up to one metric ton in CO»e of any
greenhouse gas specified in section 95810, subject to all applicable
limitations specified in this article. No provision of this article may be
construed to limit the authority of the Executive Officer to terminate or limit
such authorization to emit. A compliance instrument issued by the

Executive Officer does not constitute property or a property right.

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

§ 95821. Compliance Instruments Issued by Approved Programs.

The following compliance instruments may be used to meet a compliance

obligation under this article:

(@) Allowances specified in section 95942(b) and issued by a program
approved by ARB pursuant to section 95941

(b)  Offset credits specified in section 95942(c) and issued by a program
approved by ARB pursuant to section 95941;

(©) ARB offset credits issued for purposes of early action pursuant to section
95990;

(d)  Sector-based offset credits recognized pursuant to subarticle 14; and

(e) Compliance instruments specified in sections 95821(b) through (d) are

subject to the quantitative usage limit set forth in section 95854.
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NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

Subarticle 5: Registration and Accounts

§ 95830. Registration with ARB.

(@) The Executive Officer shall serve as accounts administrator or may
contract with an entity to serve as accounts administrator.
(b) Eligibility and Restrictions:

(1)  An entity must qualify for registration in the tracking system pursuant to

section 95811, 95813, or 95814. If an entity is reqistering pursuant to

section 95811 or 95813, the facility operator identified in section

95101(a)(3) of MRR must reqister pursuant to this section and meet all

applicable requirements of this article. If the facility operators choose

to consolidate accounts pursuant to Section 95833, then at least one

facility operator of the facilities in the direct corporate association must

be identified must register pursuant to this section and meet all

applicable requirements of this article for all facilities included in the

consolidated account.

(2)  An entity qualified to register cannot apply for more than one

Registration in the tracking system.

3) An entity cannot hold a compliance instrument until the Executive
Officer approves the entity’s registration with ARB and an account in

the tracking system.

(4) An entity seeking to list an offset project located on the categories of

land in section 95973(d) must demonstrate the existence of a limited

waiver of sovereign immunity entered into pursuant to section 95975(1)

prior to registering pursuant to this section.

(c) Requirements for Registration.

(1)  An entity must complete an application to register with ARB and for an

account in the tracking system that contains the following information:
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(A)

(B)

(©)

(D)

(E)

(F)

(G)

(H)

Name, physical and mailing addresses, and contact information,
type of organization, date and place of incorporation;

Names and addresses of the entity’s directors and officers;
Names and contact information for persons controlling over 10
percent of the voting rights attached to all the outstanding voting
securities of the entity;

A business number, if one has been assigned to the entity by a
California state agency;

A U.S. Federal Tax Employer Identification Number, if assigned;
Data Universal Numbering System number, if assigned,;
Statement of basis for qualifying for registration pursuant to
sections 95811, 95813, or 95814, and

Identification of all other entities registered pursuant to this
article with whom the entity has a corporate association, direct
corporate association, or indirect corporate association pursuant
to section 95833, and a brief description of the association.

Names and contact information for all persons employed by the

entity that will either have access to any information regarding

compliance instruments, transactions, or holdings: or be

involved in decisions reqgarding transactions or holding of

compliance instruments; or both. An entity already reqgistered in

the tracking system must provide the notarized letter from their

emplovyer no later than January 31, 2015. Failure to provide

such a letter by the deadline will result in suspension,

modification, or revocation of his/her tracking system account.

Information required under section 95923 for individuals serving

as consultants and bid advisors for entities participating in the

Cap-and-Trade Program. An entity already registered in the

tracking system must provide the notarized letter from their

employer no later than January 31, 2015. Failure to provide
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(2)

3)

(4)

()

(6)

such a letter by the deadline will result in suspension,

modification, or revocation of his/her tracking system account.

Applicants may be denied registration in the tracking system: 1. based

on information provided; or 2. if the Executive Officer determines the
applicant has provided false or misleading information; or 3. if the
Executive Officer determines the applicant has withheld information
material to its application.
Any individual listed by the registering entity in its registration
application in a capacity requiring access to the tracking system must
comply with the Know-Your-Customer requirements pursuant to
section 95834 before access to the tracking system will be granted.
An entity must designate a primary account representative, at least
one and up to four alternate account representatives pursuant to
section 95832. An individual registering as a voluntarily associated
entity may elect to serve as both primary and alternate account
representatives or designate additional persons.
An individual registering as a voluntarily associated entity and having a
primary residence in the United States, but not located in California,
must designate an agent for service of process in California. The
agent may be an individual who resides in California, or a corporation,
that has previously filed a certificate pursuant to California
Corporations Code section 1505.
An entity applying for registration that is not an individual or an entity
supplying exchange clearing services pursuant to section
95814(a)(1)(C) must designate, pursuant to section 95832, either:
(A) A primary account representative or at least one alternate
account representative with a primary residence in California; or
(B)  An agent for service of process in California. For entities
registering into California, the agent may be an individual who

resides in California, or a corporation, that has previously filed a

90



(d)

certificate pursuant to California Corporations Code section
1505.

Any individual who requires access to the tracking system, including

the primary account representative, alternate account representatives,

or account viewing agents must first reqister as a user in the tracking

system.

(A) An.individual qualified to register as a user in the tracking
system cannot apply for more than one user registration.

(B) An.individual cannot be designated in a capacity requiring
access to the tracking system until the Executive Officer
approves the user’s registration in the tracking system. This
prohibition includes all primary account representatives,
alternate account representatives, or account viewing agents.

(C) An.individual registering in the tracking system must provide all
applicable information required by sections 95832, 95833, and
95834.

(D) Anindividual registering in the tracking system must agree to

the terms and conditions contained in Appendix B of this article.

An individual may be denied registration:

(A

(B)
©)
(D)
(E)

Based on the information provided;

If the Executive Officer determines the individual has provided

false or misleading information;

If the Executive Officer determines the individual has withheld

information material to his/her reqistration;

If an individual fails to comply with section 95834 Know-Your-

Customer Requirements; or

If the individual is already reqistered and has a user account

under the same or a different name. This provision applies to

individuals registered in an approved external linked GHG

emissions trading system.

Registration Deadlines.
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(1)  An entity that meets or exceeds the inclusion thresholds in section

95812 or an opt-in covered entity must register with the accounts

administrator pursuant to this section:

(A)  Within 30 calendar days of the reporting deadline contained in
MRR if the entity is not a covered entity as of January 1, 2013;
or

(B) By January 31, 2012 or within 30 calendar days of the effective
date of this regulation, whichever is later, for an entity that

exceeds the inclusion thresholds in section 95812 for any data
year 2008 through 2011.

(32) Any voluntarily associated entity that intends to hold an ARB-issued
compliance instrument must register with the accounts administrator
prior to acquiring such compliance instruments.

(e) Completion of Registration. Registration is completed when the Executive
Officer approves the registration and informs the entity and the accounts
administrator of the approval.

)] Updating Registration Information.

(2) Registrants must update their registration information within 10 working
days of changes to the information listed in section 95830(c).

(2) Information may be directly entered into the tracking system operated
by the accounts administrator or, if that is not available, submitted to
the accounts administrator by the entity.

3) Registration may be revoked, suspended, or restricted if an entity does
not update its registration within 10 days of a change pursuant to
section 95921(g)(3).

(9) Information Confidentiality. The following information collected about

individuals during the registration process will be treated as confidential by
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the Executive Officer and the accounts administrator to the extent
possible, and except as needed in the course of oversight, investigation,
enforcement and prosecution:

Q) Information collected pursuant to section 95830(c)(1)(B) and (C);

(2) Information collected about individuals pursuant to section 95834; and

3) Information collected about individuals pursuant to section 95832.

(h) Linking. When California links to an External GHG ETS, each entity must
register into a jurisdiction based on the physical location information the
entity must provide pursuant to section 95830(c)(1)(A).

(1)  An entity located in California or in a jurisdiction operating an External
GHG ETS to which California has linked pursuant to subarticle 12 must
register with the jurisdiction in which they are located.

(2)  An entity located in the United States may only register with California
to participate in its Cap-and-Trade Program.

3) California will recognize the registration of an entity that registers into
an External GHG ETS to which California has linked pursuant to
subarticle 12 and allow that entity to participate in the California Cap-
and-Trade Program.

() Change of ownership. When the ownership of a facility changes, the

following information must be submitted within 30 days of finalization of

ownership change:

(1) A description of the acquisition and the effective date of the change of
ownership;

(2) Both the legal and operating names and the tracking system entity IDs
of the entities being purchased;

(3) Both the legal and operating hames and the tracking system entity 1D
of the purchasing entity, if any;

(4)  Written direction whether the purchased entities will be added to a

consolidated entity account or whether the purchased entities will opt-

out of account consolidation pursuant to section 95833(f);
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(5)  Original signatures by a Director or Officer from the entities being

purchased and the purchasing entity, authorizing the change of

ownership.
(6) Any changes or new information pursuant to section 95833.

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

§ 95831. Account Types.

(@) Accounts Created for Registered Entities.

(1)  The Executive Officer shall not create more than one holding account,
one limited use holding account, one compliance account, or one
exchange clearing holding account for each entity registered pursuant
to 95830.

(2) Holding Accounts. When the Executive Officer approves a registration
for a covered entity, an opt-in covered entity, or a voluntarily
associated entity, the accounts administrator will create a holding
account for the registrant.

(3) Limited Use Holding Accounts. When an entity qualifies for a direct
allocation under section 95890(b) the accounts administrator will
create a limited use holding account for the entity that shall be subject
to the following restrictions:

(A)  The entity may not transfer compliance instruments from other
accounts into the limited use holding account; and

(B)  The entity may not transfer compliance instruments from the
limited use holding account to any account other than the
Auction Holding Account.

4) Compliance Accounts. When the Executive Officer approves a
registration for a covered entity or opt-in covered entity, the accounts

administrator will create a compliance account for the entity.
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(b)

(5)

(1)

(2)

(A) A covered entity or opt-in covered entity may transfer
compliance instruments to its compliance account at any time.

(B) A compliance instrument transferred into a compliance account
may not be removed by the entity.

(C)  The Executive Officer may transfer compliance instruments into
a compliance account. The Executive Officer may remove
compliance instruments to satisfy a compliance obligation, or
when closing an account.

Exchange Clearing Holding Accounts. When the Executive Officer

approves registration for an entity identified as a voluntarily associated

entity pursuant to section 95814(a)(1)(C), then the accounts
administrator will create an exchange clearing holding account for the
entity.

(A)  Entities may transfer compliance instruments to exchange
clearing accounts only for the purpose of transferring control of
the instruments to the entity performing the clearing function.

(B)  The clearing entity may only transfer the compliance
instruments in its exchange clearing holding account to the
account designated by the entity receiving the allowances under
the transaction being cleared.

Accounts under the Control of the Executive Officer. The accounts
administrator will create and maintain the following accounts under the

control of the Executive Officer:

A holding account to be known as the Allocation Holding Account into
which the serial numbers of compliance instruments will be registered
when the compliance instruments are created.

A holding account to be known as the Auction Holding Account into
which allowances are transferred to be sold at auction from:

(A)  The Allocation Holding Account;
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3)

(4)

(B) The holding accounts of those entities for which allowances are
being auctioned on consignment pursuant to section
95921(9)(3);

(C) The limited use holding accounts of those entities consigning
allowances to auction pursuant to section 95910; and

(D) The compliance accounts of entities fulfilling an untimely
surrender obligation pursuant to section 95857(d)(1)(A).

A holding account to be known as the Retirement Account to which the

Executive Officer will transfer compliance instruments from compliance

accounts or from holding accounts under the control of the Executive

Officer for the purpose of permanently retiring them. Alternatively,

entities may voluntarily retire compliance instruments by transferring

the serialrumbers-of compliance instruments they-areretiring to the

Retirement Account.

(A)  When compliance instruments are registered into the
Retirement Account, these compliance instruments cannot be
returned to any other holding or compliance account.

(B) When compliance instruments are registered into the
Retirement Account, any External GHG ETS to which California
links pursuant to subarticle 12 will be informed of the
retirements.

(C)  The Executive Officer will record the-serialnumbers-of the
retired instruments to a publicly available Permanent Retirement
Registry.

A holding account to be known as the Allowance Price Containment

Reserve Account:

(A) Into which the serial numbers of allowances directly allocated to
the Allowance Price Containment Reserve pursuant to section
95870(a) will be transferred; and
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(B)

From which the Executive Officer will authorize the withdrawal
of allowances for sale to covered entities pursuant to section
95913.

(5) A holding account to be known as the Forest Buffer Account:

(A)

(B)

Into which ARB will place ARB offset credits pursuant to section
95983(a); and

From which ARB may retire ARB offset credits pursuant to
sections 95983(b)(2), (c)(3), and (c)(4) and place them into to

the Retirement Holding Account.

(6) A holding account to be known as the Voluntary Renewable Electricity

Reserve Account, which will be closed when it is depleted of the

following originally allocated allowances:

(A)

(B)

Into which the Executive Officer will transfer allowances
allocated pursuant to section 95870(c); and

From which the Executive Officer may retire allowances
pursuant to section 95841.1.

(c) Account Closure.

(1)

(2)

(34)

A registered entity’s accounts will be closed after the Executive
Officer receives a report that an entity has ceased operation
pursuant to MRR section 95101 (h).

A voluntarily associated entity’s accounts may be closed if no
compliance instruments are transferred into or out of the
accounts for a period of three years.

Compliance instruments needed to fulfill the entity’s compliance

obligation will be drawn first from the entity’s Compliance

Account and then from the entity’s Holding Account if the

Compliance Account does not contain sufficient compliance

instruments to meet the compliance obligation.

Compliance instruments remaining in accounts closed by the

Executive Officer and not needed to fulfill a compliance
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obligation will be consigned to auction pursuant to section
95910(d) on behalf of the registered entity.
(d)  Additional accounts may be created by the Executive Officer to implement

the Cap-and-Trade Program.

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

§ 95832. Designation of Representatives and Agents.

(@)  An application for registration into the California Cap-and-Trade Program
for an account must designate a single primary account representative
and at least one but no more than four alternate account representatives.
Any communication between the accounts administrator and an alternate
account representative must also be addressed to the primary account
representative. A complete application for an account shall be submitted
to the accounts administrator and shall include the following elements:

(2) Name, business and primary residence addresses, email addresses,
and phone numbers, of the primary account representative and any
alternate account representatives and account viewing agents;

(2) Name of the organization designating the primary account
representative or any alternate account representative to represent its
ownership interest with respect to the compliance instruments held in
the account;

3) The primary account representative and any alternate account
representative must attest, in writing, to ARB as follows: “I certify
under penalty of perjury under the laws of the State of California that |
was selected as the primary account representative or the alternate
account representative, as applicable, by an agreement that is binding
on all persons who have an ownership interest with respect to
compliance instruments held in the account. | certify that | have all the

necessary authority to carry out the duties and responsibilities
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(b)

(€)

(4)

(5)

(6)

(1)

(2)

contained in title 17, article 5, sections 95800 et seq. on behalf of such
persons and that each such person shall be fully bound by my
representations, actions, inactions, or submissions and by any order or
decision issued to me by the accounts administrator or a court
regarding the account”;
An attestation verifying the selection of the primary account
representative, alternate account representatives, and account viewing
agents, signed by the officer of the entity who is responsible for the
conduct of the primary account representative, alternate account
representatives, and account viewing agents, and is one of the officers
disclosed pursuant to section 95830(c)(1)(B);
The signature of the primary account representative and any alternate
account representative and the dates signed; and
An attestation as follows: “I certify that | have personally examined,
and am familiar with, the statements and information submitted in this
document and all its attachments. | also certify under penalty of
perjury of the laws of the State of California that all information
required to be submitted to ARB is true, accurate, and complete.”
Unless otherwise required by the Executive Officer, documents of
agreement referred to in section 95832(a) in the application for an account
shall not be submitted to the accounts administrator. The accounts
administrator shall not be under any obligation to review or evaluate the
sufficiency of such documents, if submitted.
Authorization of primary account representative. Upon receipt by the
accounts administrator of a complete application for an account under
section 95830(c):
The accounts administrator will establish an account or accounts for
the person or persons for whom the application is submitted pursuant
to section 95831.
The primary account representative and any alternate account

representative for the account shall represent and, by his or her
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(d)

®3)

representations, actions, inactions, or submissions, legally bind each
entity that owns compliance instruments held in the account in all
matters pertaining to this article, notwithstanding any agreement
between the primary account representative or any alternate account
representative and such entity.
Any such entity shall be bound by any decision or order issued to the
primary account representative or any alternate account representative
by the Executive Officer or a court regarding the account. Any
representation, action, inaction, or submission by any alternate
account representative shall be deemed to be a representation, action,
inaction, or submission by the primary account representative or any
alternate account representative.
Each submission concerning the account shall be submitted, signed, and
attested to by the primary account representative or any alternate account
representative for the entity that owns the compliance instruments held in
the account. Each such submission shall include the following attestation
statement by the primary account representative or any alternate account
representative: “I certify under penalty of perjury under the laws of the
State of California that | am authorized to make this submission on behalf
of the entity that owns the compliance instruments held in the account. |
certify under penalty of perjury under the laws of the State of California
that | have personally examined, and am familiar with, the statements and
information submitted in this document and all its attachments. Based on
my inquiry of those individuals with primary responsibility for obtaining the
information, | certify under penalty of perjury under the laws of the State of
California that the statements and information submitted to ARB are true,
accurate, and complete.” | consent to the jurisdiction of California and its
courts for purposes of enforcement of the laws, rules and regulations
pertaining to title 17, article 5, sections 95800 et seq., and | am aware that

there are significant penalties for submitting false statements and
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information or omitting required statements and information, including the
possibility of fine or imprisonment.”

(e) The accounts administrator will accept or act on a submission concerning
the account only if the submission has been made, signed, and attested to
in accordance with this section.

)] Changing primary account representative and alternate account
representative.

(1)  The primary account representative for an account may be changed at
any time upon receipt by the accounts administrator of a superseding
complete application for an account under section 95830(c).
Notwithstanding any such change, all representations, actions,
inactions, and submissions by the previous primary account
representative, or the previous alternate account representative prior to
the time and date when the accounts administrator receives the
superseding application for an account shall be binding on the new
primary account representative and the entity that owns the
compliance instruments in the account.

(2)  The alternate account representative for an account may be changed
at any time upon receipt by the accounts administrator of a
superseding complete application for an account under section
95830(c). Notwithstanding any such change, all representations,
actions, inactions, and submissions by the previous primary account
representative, or the previous alternate account representative, prior
to the time and date when the accounts administrator receives the
superseding application for an account shall be binding on the new
alternate account representative and the entity that owns the
compliance instruments in the account.

(9) Objections Concerning Account Representatives.

(1)  Once a complete application for an account under section
95830(c)-has been submitted and received, the accounts administrator

will rely on the application unless and until a superseding complete
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(2)

3)

(h)

(1)

(2)

application for an account under section 95830(c) is received by the
accounts administrator.

Except as provided in section 95832(f)(1), no objection or other
communication submitted to the accounts administrator concerning the
authorization, or any representation, action, inaction, or submission of
the primary account representative or any alternate account
representative for an account shall affect any representation, action,
inaction, or submission of the primary account representative or any
alternate account representative or the finality of any decision or order
by the accounts administrator under this article.

The accounts administrator will not adjudicate any private legal dispute
concerning the authorization or any representation, action, inaction, or
submission of the primary account representative or any alternate
account representative for an account, including private legal disputes

concerning the proceeds of compliance instrument transfers.

Delegation by primary account representative and alternate account

representatives.

A primary account representative or an alternate account
representative for a registered entity may authorize up to five natural
persons per account that may view all information contained in the
tracking system involving the entity’s accounts, information, and
transfer records (account viewing authority). The persons delegated
shall not have authority to take any other action with respect to an
account on the tracking system.

In order to delegate account viewing authority in accordance with
section 95832(h)(1) the primary account representative or alternate
account representative, as appropriate, must submit to the accounts
administrator a notice of delegation, that includes the following

elements:
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3)

(A)  The name, address, email address, and telephone number of
such primary account representative or alternate account
representative;

(B) The name, address, email address, and telephone number of
each such natural person, herein referred to as “account
viewing agent;” and

(C)  An attestation verifying the selection of the account viewing
agent, signed by the officer of the entity who is responsible for
the conduct of the account viewing agent, and is one of the
officers disclosed pursuant to section 95830(c)(1)(B).

A notice of delegation submitted under section 95832(h)(2) shall be

effective, with regard to the accounts identified in such notice, upon

receipt of such notice by the accounts administrator and until receipt by
the accounts administrator of a superseding notice of delegation by
such primary account representative or alternate account
representative as appropriate. The superseding notice of delegation

may replace any previously identified account viewing agent, add a

new account viewing agent, or eliminate entirely any delegation of

authority.

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

8§ 95833. Disclosure of Corporate Associations.

(@)
(1)

Criteria for Determining Corporate Associations.

An entity has a corporate association with another entity, regardless of

whether the second entity is subject to the requirements of this article,

if either one of these entities:

(A)  Holds more than 20 percent of any class of listed shares, the
right to acquire such shares, or any option to purchase such
shares of the other entity;
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(2)

®3)

(B)

(©)

(D)

(E)

F)

Holds or can appoint more than 20 percent of common directors
of the other entity;

Holds more than 20 percent of the voting power of the other
entity;

In the case of a partnership other than a limited partnership,
holds more than 20 percent of the interests of the

partnership; ef

In the case of a limited partnership, controls the general
partner-;_or

In the case of a limited liability corporation, owns more than

20% of the other entity reqardless of how the interest is held.

An entity has a “direct corporate association” with another entity,

regardless of whether the second entity is subject to the requirements

of this article, if either one of these entities:

(A)

(B)

(©)

(D)

(E)

(F)

Holds more than 50 percent of any class of listed shares, the
right to acquire such shares, or any option to purchase such
shares of the other entity;

Holds or can appoint more than 50 percent of common directors
of the other entity;

Holds more than 50 percent of the voting power of the other
entity;

In the case of a partnership other than a limited partnership,
holds more than 50 percent of the interests of the
partnership; ef

In the case of a limited partnership, controls the general
partner-;_or

In the case of a limited liability corporation, owns more than

50% of the other entity reqardless of how the interest is held.

An entity has a “direct corporate association” with a second entity,

regardless of whether the second entity is subject to the requirements
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(4)

(5)

of this article, if the two entities are connected through a line of more

than one direct corporate association.

(A)

(B)

An entity (A) has a “direct corporate association” with another
entity (B) if the two entities share a common parent that is not
registered into the California Cap-and-Trade Program and that
parent has a direct corporate association with each entity (A and
B) when applying the indicia of control contained in section
95833(a)(2).

An entity with a “direct corporate association” with a second
registered entity has a direct corporate association with any
registered entity with whom the second registered entity has a
direct corporate association.

An entity has an “indirect corporate association” with another entity if:

(A)
(B)

(©)

The two entities do not have a direct corporate association;
The two entities are connected through a line of more than one
corporate association; and

The controlling entity’s percentage of ownership or other indicia
of control under section 95833(a)(1)(A), (B), (C), or (D) of the
indirectly controlled entity is more than 20 percent but less than
or equal to 50 percent after multiplying the percentages at each

link in the chain of corporate associations.

A publicly-owned electric utility or joint powers agency that is the

operator of an electricity generating facility in California has a direct

corporate association with the operator of another electricity generating

facility in California if the same entity operates both generating

facilities. A publicly-owned electric utility or joint powers agency that is

the operator of an electricity generating facility in California has a direct

corporate association with an electricity importer if the same entity

operates the generating facility in California and is the entity importing

electricity.
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(b) If California links to one or more GHG ETS pursuant to subarticle 12, then

entities shall disclose corporate associations with entities registered with

those linked programs.

(©) Any registered entity subject to affiliate compliance rules promulgated by

state or federal agencies shall not be required to disclose information or

take other action that violates those rules.

(d) If an entity has a corporate, direct, or indirect association with another

registered entity, or an unregistered entity involved in determinations

made pursuant to 95833(a)(3), (4) or (5), it must disclose the following

information for each associated entity:

(1) Information to identify the associated entity, including:

(A)
(B)
(©
(D)
(E)
(F)

(G)

Name, contact information, and physical address of the entity;
Whether the entity is parent or subsidiary;

Holding account number, if applicable;

Primary account representative, if applicable;

Data Universal Numbering System number, if assigned,;

A U.S. federal tax Employer Identification Number, if assigned;
and

Place and Date of Incorporation, if applicable;

(2)  The type of corporate association and a brief description of the

association, to include information sufficient to explain the entity’s

evaluation of the measures contained in section 95833(a) used to

determine the type of corporate association disclosed.

(e)  The entity must disclose the information pursuant to section 95833(d) to

the Executive Officer:

(1)  When registering pursuant to section 95830;

(2)  Atany time after registering when a corporate, direct, or indirect

association is created or exists;

(3)  Within 30 days of a change to the information disclosed on corporate,

direct and indirect corporate associations; and
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(f)

(4)

(1)

(2)

®3)

No later than the auction registration deadline established in section
95912 when reporting a change to the information disclosed, otherwise

the entity may not participate in that auction.

Consolidation of Accounts for Corporate Associations.

By January 1, 2013, the Executive Officer will consolidate the accounts
held by entities registered into the California Cap-and-Trade Program
pursuant to section 95830 that are part of a direct corporate
association into a consolidated set of accounts.

By October 1, 2012, the primary account representative or alternate

account representative for all entities that are part of a direct corporate

association and intend to have their accounts consolidated must
provide to the Executive Officer:

(A)  Confirmation of the corporate association if not already
provided;

(B)  Confirmation of the entity’s intent to have its account
consolidated with that of the other entities within the corporate
association; and

(C) A change of primary account representative and alternate
account representative to new representatives that will serve as
the primary account representative and alternate account
representatives for the consolidated accounts.

To opt out of consolidation of accounts, the primary account

representative or alternate account representative for an entity within

the corporate association must provide to the Executive Officer by

October 1, 2012:

(A)  Confirmation of the corporate association if not already
provided;

(B)  An attestation, signed by the officer of the entity who is
responsible for the conduct of the account viewing agent and is

one of the officers disclosed pursuant to section 95830(c)(1)(B),
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(4)

(5)

that the entity seeks exclusion of its account from the
consolidated set of accounts to be created; and

(C) Confirmation of the opt-out decision by the primary account
representative or alternate account representative for any entity
opting out of consolidation, as well as the primary account
representative or alternate account representative designated
for any entities remaining in the corporate association
consolidated account pursuant to section 95833(f)(2)(C). This
confirmation will include a distribution of the purchase and
holding limits between the consolidated corporate association
and any associated entities opting out of consolidation.

(D) If an entity registered in the California Cap-and-Trade Program
has a direct corporate association with an entity(ies) registered
in an External Greenhouse Gas Emissions Trading System to
which California has linked its Cap-and-Trade Program pursuant
to subarticle 12, the entity registered in the California Cap-and-
Trade Program must opt out of consolidation with the entity(ies)
registered in an External Greenhouse Gas Emissions Trading
System and meet all the requirements of section 95833(f)(3).

If an entity registered in the California Cap-and-Trade Program has a

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

Greenhouse Gas Emissions Trading System to which California has

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

registered in the California Cap-and-Trade Program must opt out of
consolidation with the entity(ies) registered in an External Greenhouse

Gas Emissions Trading System and meet all the requirements of

section 95833(f)(3)-exceptiorthe-October1,-2012 deadline.

To consolidate the accounts for a corporate association the Executive

Officer shall instruct the accounts administrator to:

(A) Create a single consolidated set of accounts for members of a

corporate association that accept consolidation;
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(B) Include a compliance account only for a corporate association
with at least one member entity that accepts consolidation that
is eligible for a compliance account;

(C) Include a limited use holding account only for a corporate
association with at least one member entity that accepts
consolidation that is eligible for a limited use holding account;

(D) Complete all valid transfer requests in the system involving any
accounts for the members of the corporate association;

(E) Transfer all compliance instruments in the existing accounts
held by the member entities to the appropriate corporate
association accounts; and

(F)  Close the accounts held by the individual member entities of the
corporate association that have not opted out.

Entities with a direct corporate association may change their decision

to consolidate accounts or opt-out of consolidation only once each

compliance period.

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

§ 95834. Know-Your Customer Requirements.

(@)
1)

(2)

3)

General Requirements.

The accounts administrator cannot provide access to the tracking
system to an individual until the Executive Officer has determined the
individual applying for participation has complied with the requirements
of this section.

The requirements of this section are in addition to any requirements
contained elsewhere in this article that apply to the functions the
individual will undertake in the tracking system.

All documents submitted to the Executive Officer pursuant to this
section shall be in English.
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(4)

(b)
(1)
(2)

®3)
(4)
(5)
(6)
(7)

(8)

9)

(©)
1)

Individuals with a criminal conviction in the five previous years
constituting a felony in the United States are ineligible for registration

and participation in the Cap-and-Trade Program.

The individual must provide documentation of the following:

Name;

The address of the primary residence of the applicant, which may be

shown by any of the following:

(A) A valid identity card issued by a state with an expiration date;

(B)  Any other government-issued identity document containing an
individual's primary address; or

(C)  Any other document that is customarily accepted by the State of
California as evidence of the primary residence of the individual,

Date of birth;

Employer name, contact information, and address;

Either a passport number or driver’s license number, if one is issued;

An open bank account in the United States;

Employment or other relationship to an entity that has registered or has

applied to register with the California Cap-and-Trade Program if the

individual is listed by an entity registering pursuant to section 95830;

A government-issued document providing photographic evidence of

identity of the applicant which may include:

(A) A valid identity card or driver’s license issued by a state with an
expiration date and date of birth; or

(B) A passport; and

Any criminal conviction during the previous five years constituting a

felony in the United States. This disclosure must include the type of

violation, jurisdiction, and year.

Verification of information.

Any copy of a document submitted pursuant to section 95834 must be
notarized by a notary public no more than three months before

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

Subarticle 6: California Greenhouse Gas Allowance Budgets

§ 95840. Compliance Periods.

Duration of Compliance Periods is as follows:

(@)  The first compliance period starts on January 1, 2013, and ends on
December 31, 2014.

(b) The second compliance period starts on January 1, 2015, and ends on
December 31, 2017.

(c) The third compliance period starts on January 1, 2018, and ends on

December 31, 2020.

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

§ 95841. Annual Allowance Budgets for Calendar Years 2013-2020.
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The California GHG Allowance Budgets are set as described in Table 6-1.

Table 6-1: California GHG Allowances Budgets

Budget Year | Annual Allowance Budget
(Millions of CA GHG
Allowances)

First 2013 162.8

Compliance 2014 159.7
Period

Second 2015 394.5

Compliance 2016 382.4

Period 2017 370.4

Third 2018 358.3

Compliance 2019 346.3

Period 2020 334.2

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

§ 95841.1 Voluntary Renewable Electricity.

@) Program Requirements: The end-user, or VRE participant acting on behalf
of the end-user, must meet the requirements of this section. Generation
must be new and not have served load prior to July 1, 2005. Allowance
retirement for purposes of voluntary renewable electricity will begin in
2014 for 2013 generation. Voluntary renewable electricity must be directly

delivered to California. RECs, if created, must be retired within the year for

which VRE retirements are requested.

(b) Reporting Requirements. The end-user, or the VRE participant acting on
behalf of the end-user, requesting allowance retirement for eligible
generation must meet the following requirements for the period in which

allowance retirement is being requested:
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(1)

By July 1 of each year, provide a written request for allowance

retirement for the previous year’s generation or REC purchases.

Request must meet the requirements below:

(A)

(B)

(©

(D)

(E)

(F)

1.

Report to ARB the quantity of renewable electricity in

MWhs delivered to the California grid, and/or the number of

RECs generated during the previous year from an eligible
renewable electricity generator that meets the requirements of
95841.1(b)(2) or (3), as applicable;
Generator of the renewable electricity or RECs must be certified
as RPS eligible by the California Energy Commission, or must
meet design and installation standards pursuant to the
California Energy Commission’s Guidelines for California’s Solar
Electric Incentive Programs, third fifth edition, June 20103;
For end-users, or the VRE participants acting on behalf of the
end-user choosing to meet (B) above by meeting the California
Energy Commission’s design and installation standards
pursuant to the California Energy Commission’s Guidelines for
California’s Solar Electric Incentive
Programs, third fifth edition, Junre-January, 20163, must submit
an approval of incentive claim;
Contract, tracking system data, or settlement data for the
purchase of the electricity or RECs associated with the
generation of the electricity must be submitted;
Contract, tracking system data, or settlement data for sale of the
electricity or RECs associated with the generation of the
electricity to the end-user or entity purchasing on behalf of the
end-user; and
Submit the following attestations:
Attest, in writing, to ARB as follows: “I certify under penalty
of perjury of the laws of the State of California that | have not

authorized use of, or sold, any renewable electricity credits
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(2)

3)

or any claims to the emissions, or lack of emissions, for
electricity for which | am seeking ARB allowance retirement,
in any other voluntary or mandatory program.”

Attest, in writing, to ARB as follows: “I understand | am
voluntarily participating in the California Greenhouse Gas
Cap-and-Trade Program under title 17, Cal. Code of Regs.
article 5, and by doing so, | am now subject to all regulatory
requirements and enforcement mechanisms of this voluntary
renewable electricity program and subject myself to the
jurisdiction of California as the exclusive venue to resolve

any and all disputes.”

VRE Participants seeking allowance retirement for renewable

electricity generation from an eligible facility > 200 KW nameplate

capacity must submit the following with the report required in this

section, for which the VRE participant is seeking allowance retirement:

(A)

(B)

(©)

(D)

Provide the generator’s RPS certification identification number,
as determined by the California Energy Commission, or proof
that each facility or system has met design and installation
standards pursuant to the California Energy Commission’s
Guidelines for California’s Solar Electric Incentive

Programs, third fifth edition, Junreanuary- 20103;

MWhs of renewable electricity generated designated for VRE
retirement;

Number of RECs designated for VRE retirement, as applicable;
and

WREGIS REC Rretirement Compliance Rreport ertracking

system-data.

VRE patrticipants seeking allowance retirement for renewable electricity

generating from an eligible facility < 200 KW nameplate capacity must

submit the following with the report required in this section. Applicants
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()

may aggregate eligible systems, but must submit one application under

one entity:

(A) Provide the generator’'s RPS certification identification number,
as determined by the California Energy Commission, or must
meet design and installation standards pursuant to the
California Energy Commission’s Guidelines for California’s Solar
Electric Incentive Programs, third fifth edition, Jureanuary
20103;

(B) MWhs of renewable electricity generated;

(C)  Number of RECs, as applicable; and

(D) WREGIS REC frRetirement Compliance Rreport ertracking

The allowances requested to be retired, calculated as follows:

Number of MT CO,e = MWh x EF

Where:

“Number of MT COe,” rounded down to the nearest whole ton, is the
number of allowances to be retired from the Voluntary Renewable

Electricity Reserve Account;

“MWh” is the MWh of voluntary renewable electricity claimed and
generated from a generator that meets the requirements of this article;

and

“EF” is the CO,e emissions factor equivalent to the default emission factor

for unspecified power, pursuant to section 95111 of MRR.

ARB shall determine the actual MWh of voluntary renewable electricity
purchases that occurred during the period indicated in the documentation.

ARB shall retire allowances from the Voluntary Renewable Electricity
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(d)

Reserve Account in an amount up to the number of MT CO.e represented
by actual voluntary renewable electricity purchases, based on actual MWh
purchases and the emissions factor determined pursuant to this section.
Once a voluntary renewable electricity tracking system is approved by the
Executive Officer and it is in place, a voluntary renewable electricity
generator or REC marketer which meets requirements section 95841.1(b)
will always be considered to have satisfied section 95841.1(b), if they
participate in the tracking system.

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

Subarticle 7: Compliance Requirements for Covered Entities

§ 95850. General Requirements.

(@)

(b)

(€)

(1)

(2)

3)

Reporting Requirements. Each covered entity identified in section 95811
is subject to MRR.
An entity’s compliance obligation is based on the emissions number for
the emissions subject to a compliance obligation for every metric ton of
COe for which a positive or qualified positive emissions data verification
statement is issued, rounded to the nearest whole ton, or for which there
are assigned emissions pursuant to MRR.
Record Retention Requirements. Each entity must retain all of the
following records for at least 10 consecutive years and must provide such
records within 20 calendar days of receiving a written request from ARB,
including:
Copies of all data and reports submitted under this article and section
95105 of MRR;
Records used to calculate a compliance obligation as specified in
section 95853;
Emissions data and product data verification statements as required
pursuant to section 95103(f) of MRR; and
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Detailed verification reports as required pursuant to section 95131 of
MRR.

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

§ 95851. Phase-in of Compliance Obligation for Covered Entities.

(@)

(b)

Operators of facilities and first deliverers of electricity specified in sections
95811(a) and (b) and carbon dioxide suppliers specified in section
95811(g) that meet or exceed the annual emissions threshold in section
95812(c) have compliance obligations beginning with the first compliance
period.

Suppliers of natural gas, suppliers of RBOB and distillate fuel oils, and
suppliers of liquefied petroleum gas specified in sections 95811(c), (d),
(e), and (f) that meet or exceed the annual threshold in section 95812(d)
will have a compliance obligation beginning with the second compliance
period.

Operators of cogeneration facilities and district heating facilities that have

been approved by the Executive Officer for a limited exemption of

emissions from the production of qualified thermal output pursuant to

section 95852(j), that meet or exceed the annual threshold in section

95812(d) will have a compliance obligation beginning with the second

compliance period.

Operators of eligible Waste-to-Energy facilities, pursuant to section
95852.2(c) that meet or exceed the annual threshold in section 95812(d)

will have a compliance obligation beginning with the second compliance

period.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.
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§ 95852. Emission Categories Used to Calculate Compliance Obligations.

(@)

(b)

(1)

(2)

(1)

Operators of Facilities.

An operator of a facility covered under sections 95811(a) and
95812(c)(1) has a compliance obligation for every metric ton of COe
for which a positive or qualified positive emissions data verification
statement is issued per section 95131 of MRR, including process
emissions, stationary combustion emissions and vented emissions. If
ARB has assigned emissions for the sources subject to a compliance
obligation pursuant to this section, the facility will have a compliance
obligation equal to the value of every metric ton of CO,e assigned
emissions. The entity’s compliance obligation will be assessed at the
facility level unless otherwise noted under section 95812(c).
Beginning in 2015, combustion emissions resulting from burning
RBOB, distillate fuel oils, or natural gas liquids are not included when

calculating an operator’s compliance obligation.

First Deliverers of Electricity. A first deliverer of electricity covered under
sections 95811(b) and 95812(c)(2) has a compliance obligation for every
metric ton of CO,e emissions calculated pursuant to section 95852(b)(1)
for which a positive or qualified positive emissions data verification
statement is issued pursuant to MRR, or for which there are assigned
emissions, when such emissions are from a source in California or in a
jurisdiction where a GHG emissions trading system has not been

approved for linkage by the Board pursuant to subarticle 12.

Calculation of emissions for compliance obligation.

(A)  For first deliverers that are operators of an electricity generating
facility in California, the calculation for compliance obligation
includes all emissions reported and verified or assigned
pursuant to MRR, except emissions without a compliance

obligation pursuant to section 95852.2.
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(B)  For first deliverers that are electricity importers, emissions with a
compliance obligation are calculated using the following

equation:

CO,e =CO0,e (CO,&y g — CO,E

cov ered

) - COZ Crps _adjustment COZ eQE _adjustment COZ Clinked

unspecified + specified specified —not cov ered

Where:
COze covered = Annual metric tons of CO,e with a compliance
obligation.
COze unspecified = Annual metric tons of CO.e from unspecified
imported electricity calculated pursuant to MRR 95111.
COze speciied = Annual metric tons of CO,e from imported
electricity from specified sources that meet the requirements of
MRR section 95111.
COze specified-not covered = Annual metric tons of CO,e without a
compliance obligation pursuant to section 95852.2.from specified
sources that meet the requirements in MRR section 95111,
COze€ Rrps_adjustment = Annual metric tons of CO,e calculated
pursuant to MRR that meets the requirements of section
95852(b)(4).
CO2z€ gk adjustment = Annual metric tons of CO,e from qualified
exports pursuant to MRR section 95111 that meet the
requirements of section 95852(b)(5).
COze iinked = Annual metric tons of CO,e from electricity with a
first point of receipt located in a jurisdiction where a GHG
emissions trading system has been approved for linkage by the
Board pursuant to subarticle 12.

(C)  All deliveries of electricity not meeting the requirements for
specified sources pursuant to MRR will have emissions
calculated using the default emission factor for unspecified
electricity pursuant to section MRR 95111.
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(2)

Resource shuffling is prohibited and is a violation of this article. First

(A)

The following substitutions of electricity deliveries from a lower

emission resource for electricity deliveries from a higher

emission resource shall not constitute resource shuffling:

(1) Electricity deliveries that are caused by the procurement

of electricity eligible to be counted towards and

purchased for Renewable Portfolio Standard (RPS)

compliance in California.

(2)  Electricity deliveries made for the purpose of compliance

with state or federal laws and requlations, including the

Emission Performance Standard (EPS) rules established
by CEC and the CPUC pursuant to public utilities code

section 8340 et. seq.

(3) Electricity deliveries made for the purpose of compliance

with requirements related to maintaining reliable grid

operations, such as North American Electric Reliability
Corporation (NERC) Reliability Standards, and Reliability
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Coordinator directives, including the provision of

electricity between balancing authorities or load-serving

entities when required to alleviate emergency grid

conditions.

Electricity deliveries made for the purpose of compliance

with either a judicially approved settlement of litigation or

a settlement of a transaction dispute pursuant to the

dispute resolution terms and conditions of a contract for

reasons other than reducing GHG compliance

obligations.
Electricity deliveries that substitute for power previously

supplied by a specified source that has been retired.

Electricity deliveries that substitute for deliveries that

have been discontinued because of termination of a

contract or divestiture of resources for reasons other than

reducing GHG compliance obligation.

Electricity deliveries that are necessitated by early

termination of a contract for, or full or partial divestiture

of, resources subiject to the EPS rules.

Electricity deliveries that are necessitated by expiration of

a contract.

Electricity deliveries pursuant to contracts for short term

delivery of electricity with terms of no more than 12

months, for either specified or unspecified power, linked

to the selling off of power from, or assigning of a contract

for, electricity subject to the EPS rules from a power plant

that does not meet the EPS with which a California

Electrical Distribution Utility has a contract, or in which a

California Electrical Distribution Utility has an ownership

share, and based on economic decisions including

congestion costs but excluding implicit and explicit GHG

121



(10)

costs. In evaluating these short term deliveries of

electricity, ARB will consider the levels of past sales and

purchases from similar resources of electricity, among

other factors, to judge whether the activity is resource

shuffling.
Short-term transactions and contracts for delivery of

(11)

electricity with terms of no more than 12 months, or

resulting from an economic bid or self-schedule that

clears the CAISO day-ahead or real-time market, for

either specified or unspecified power, based on economic

decisions including implicit and explicit GHG costs and

congestion costs, unless such activity is linked to the

selling off of power from, or assigning of a contract for,

electricity subject to the EPS rules from a power plant

that does not meet the EPS with which a California

Electricity Distribution Utility has a contract, or in which a

California Electricity Distribution Utility has an ownership

share, that is not covered under paragraphs 11, 12 or 13

below.

Electricity deliveries that are necessitated by operational

(12)

emergencies or transmission or distribution constraints,

including constraints caused by the inability to obtain or

retain transmission rights, transmission curtailments or

outages, or emergencies.

Electricity deliveries that are necessitated because a First

Deliverer has more than enough electricity to meet

demand as a result of the First Deliverer being required

to take electricity from specific generating units,

including requirements due to electricity contracts with

“must-take” or “must-run” provisions.
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®3)

(13) Deliveries of electricity that are required to make up for

transmission losses associated with electricity deliveries

in California.

Prohibited substitutions of electricity deliveries from a higher

emission resource with electricity deliveries from a lower

emission resource include:

(1)  Substituting relatively lower emission electricity to replace

electricity generated at a high emission power plant

procured by a First Deliverer under a long-term contract

or ownership arrangement, when the power plant does

not meet California’s EPS, and the substitution is made

to reduce a First Deliverer’'s compliance obligation.

(2)  Assigning a long-term contract for high emission
electricity specified in section 95852(b)(2)(B)(1) directly
above to a third party, for the purpose of reducing a

compliance obligation.

The following criteria must be met for electricity importers to claim a

compliance obligation for delivered electricity based on a specified

source emission factor or asset controlling suppler emission factor. less

(A)  Electricity deliveries must be reported to ARB and emissions
must be calculated pursuant to MRR section 95111.

(B)  The electricity importer must be the facility operator or have
right of ownership or a written power contract, as defined in
MRR section 95102(a), to the amount of electricity claimed and
generated by the facility or unit claimed,;

(C)  The electricity must be directly delivered, as defined in MRR
section 95102(a), to the California grid; and

(D) If RECs were created for the electricity generated and reported

pursuant to MRR, then the RECs serial numbers must

be retired reported and verified pursuant to MRR.
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(4)

RPS adjustment. Electricity imperted-er procured by an electricity

importer from an eligible renewable energy resource reported pursuant

to MRR must meet the following conditions to be included in the

calculation of the RPS adjustment:

(A)

(B)

(©)

(D)

(E)

The electricity importer must have either:
1. Ownership or contract rights to procure the electricity

and the associated RECs generated by the eligible

renewable energy resource; or
2. Have a contract to #mpertprocure electricity and the
associated RECs on behalf of an Califernia entity subject to

the California RPS that has ownership or contract rights to

the electricity and associated RECs generated by the eligible

renewable energy resource, as verified ghder pursuant to
MRR.
The RECs associated with the electricity claimed for the RPS
adjustment must be placed in the retirement subaccount of the

entity party to the contract in 95852(b)(4)(A), in the accounting
system established by the CEC pursuant to PUC 399.13 and

designated as retired for the purpose of compliance with the

California RPS program used-to-comply-with-California RPS
reguirerments during the same year in for which the RPS

adjustment is claimed.

The quantity of emissions included in the RPS adjustment is
calculated as the product of the default emission factor for
unspecified sources, pursuant to MRR, and the reported
electricity generated (MWh) that meets the requirements of this
section, 95852(b)(4).

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

No RPS adjustment may be claimed for electricity generated by
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()

an eligible renewable energy resource in a jurisdiction where a
GHG emissions trading system has been approved for linkage
by the Board pursuant to subatrticle 12.

(F) Only RECs representing electricity generated after 12/31/2012

are eligible to be used towards the RPS adjustment.

(5) QE adjustment. An adjustment to the compliance obligation pursuant
to the calculation in 95852(b)(1) may be made for exported and
imported electricity during the same hour by the same PSE. Emissions
included in the QE adjustment for qualified exports claimed by a first
deliverer must meet the following requirements:

(A)  During any hour in which an electricity importer claims qualified
exports and corresponding imports, the maximum amount of QE
adjustment for the hour shall not exceed the product of:

1. The lower of either the quantity of exports or imports (MWh)
for the hour; multiplied by

2. The lowest emission factor of any portion of the qualified
exports or corresponding imports for the hour.

(B) Emissions and MWhs included in the QE adjustment must be
reported and verified or assigned pursuant to MRR, and must
be documented by hourly import and export data pursuant to
MRR.

Suppliers of Natural Gas. A supplier of natural gas covered under
sections 95811(c) and 95812(d) has a compliance obligation for every
metric ton CO,e of GHG emissions that would result from full combustion
or oxidation of all fuel delivered to end users in California contained in an
emissions data report that has received a positive or qualified positive
emissions data verification statement or for which emissions have been
assigned, less the fuel that is delivered to covered entities, as follows:

(1)  Suppliers of natural gas shall report the total metric tons CO,e of GHG
emissions delivered to all end users in California pursuant to section
95122 of MRR,;
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(d)

(2)

3)

(4)

(1)
(2)

ARB shall calculate the metric tons CO,e of GHG emissions for natural
gas delivered to covered entities which are customers of the supplier.
The emissions will be calculated according to section 95122 of MRR
using the reported deliveries (in mmBtu) in emissions data reports that
received a positive or qualified positive emissions data verification
statement, or the assigned emissions from natural gas delivered to the
covered entity by the supplier of natural gas;
ARB shall provide the supplier of natural gas a listing of all customers
and aggregate natural gas (in mmBtu) and emissions calculated from
the supplier’'s natural gas delivered to covered entities; and
The Executive Officer shall calculate the metric tons CO»e for which
the supplier will be required to hold a compliance obligation based on
the supplier’s reported emissions less ARB’s calculated emissions
from deliveries to covered entities which are customers of the supplier.
The Executive Officer shall provide this value to the supplier of natural
gas within 30 days of the verification deadline in section 95103 of
MRR.
Suppliers of RBOB and Distillate Fuel Oils. A supplier of petroleum
products covered under sections 95811(d) or 95812(d) has a compliance
obligation for every metric ton CO,e of GHG emissions included in an
emissions data report that has received a positive or qualified positive
emissions data verification statement or for which emissions have been
assigned that would result from full combustion or oxidation of the
guantities of the following fuels that are removed from the rack in
California, sold to entities not licensed by the California Board of
Equalization as a fuel supplier, or imported into California and not directly
delivered to the bulk-transfer/terminal system as defined in section 95102
of MRR, except for products for which a final destination outside California
can be demonstrated:
RBOB;
Distillate Fuel Oil No. 1; and
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(e)

(f)

(9)

®3)

(1)

(2)

Distillate Fuel Oil No. 2.
Suppliers of Natural Gas Liquids:
A producer of liquefied petroleum gas covered under sections
95811(e) and 95812(d) has a compliance obligation for every metric
ton CO,e of GHG emissions included in an emissions data report that
has received a positive or qualified positive emissions data verification
statement or for which emissions have been assigned that would result
from full combustion or oxidation of all fuel sold, distributed, or
otherwise transferred for consumption in California; and
An importer consignee, as defined under MRR, of liquefied petroleum
gas covered under section 95811(e) has a compliance obligation for
every metric ton CO,e of GHG emissions included in an emissions
data report that has received a positive or qualified positive emissions
data verification statement or for which emissions have been assigned
that would result from full combustion or oxidation of all fuel imported
into California.
Suppliers of Blended Fuels. An entity that supplies any of the fuels
covered under sections 95811(f) and 95812(d) as blended fuels has an
aggregated compliance obligation for every metric ton of CO.e of GHG
emissions based on the separate constituents of the blend included in an
emissions data report that has received a positive or qualified positive
emissions data verification statement or for which emissions have been
assigned that would result from full combustion or oxidation of the fuel.
Carbon Dioxide Suppliers. An entity that supplies carbon dioxide (defined
in section 95802(a)(47) covered under sections 95811(g) and 95812(c)(3)
has an aggregated compliance obligation based on the sum of MT CO,
included in an emissions data report that has received a positive or
gualified positive emissions data verification statement or for which
emissions have been assigned and which are defined in sections
95802(a)(47)(a), 95802(a)(47)(b), and 95802(a)(47)(c), minus CO,
verified to be geologically sequestered through use of a Board-approved
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(h)

(i)

(1)

(2)

®3)

(4)

(5)

(€]

carbon capture and geologic sequestration quantification methodology
that ensures that the emissions reductions are real, permanent,
guantifiable, verifiable, and enforceable.
Petroleum and Natural Gas Systems. Operators of the facilities specified
in section 95101(e)(2)-(5) of MRR have a compliance obligation for every
metric ton of COe from the source types specified in sections 95152(c)-(f)
of MRR, except as specified in section 95852.2 of this article, that is
contained in an emissions data report that has received a positive or
gualified positive emissions data report, or for which emissions have been
assigned.
The compliance obligation for sources specified in sections 95852(a)
through (h) is calculated based on the sum of the following, as applicable:
Emissions of CO,, CHy4, and N,O which resulted from combustion of
fossil fuel;
Emissions of CH, and N,O which resulted from combustion of all
biomass-derived fuel;
Emissions of CO, which resulted from combustion of biomass-derived
fuels that do not meet the requirements in section 95852.2(a);
Emissions of CO; which resulted from combustion of biomass-derived
fuels pursuant to section 95852.1; and
All process and vented emissions of CO,, CH,4, and N,O as specified
in the MRR except for those listed in section 95852.2(b).
Limited Exemption of Emissions from the Production of Qualified Thermal

Output During the First Compliance Period. During the first compliance

period, emissions from the production of qualified thermal output from a

district heating facility or a facility with a cogeneration unit that meets the

requirements of this section and has been approved by the Executive

Officer for an emissions exemption shall not have a compliance obligation

and shall not count toward the inclusion threshold of section 95812(c)(1).

A facility with a cogeneration unit may apply for the emissions

exemption for the first compliance period if it meets the following two
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2

conditions for each year from 2008-2013, based on data reported

pursuant to MRR:

(A

The facility’s annual emissions associated with the production of

qualified thermal output, calculated using the following equation,

are less than 25,000 metric tons of CO»e:

GHGQTn = Op'rnrl‘nﬁarl x 0.06244

Where:

“‘GHGor10” is the annual emissions for each calendar year, in

metric tons of CO-»e, associated with the production of qualified

thermal output;

Qproduced IS the annual amount of gualified thermal output

produced for each calendar year, measured in MMBtu, at the

cogeneration facility; and,

The facility’s remaining emissions, calculated pursuant to the

following equation, are less than 25,000 metric tons of CO2e:

GHGp = GHG’T‘nf-nI ) GHGQ'rn

Where:

‘GHGR’ is the annual remaining emissions, in metric tons of
COze.

“GHGota” is total annual emissions, in metric tons of CO»e.

A district enerqy facility may apply for the emissions exemption for the

first compliance period if the annual emissions associated with energy
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distributed to each single facility on its system do not exceed 25,000
MTCOZ2e:

(A) Emissions associated with a single facility are calculated using

the following equation:

GHGg = Qs_f *0.06244 + €t * Belectricity

Where:

“GHG4" is the emissions associated with a single facility

“Qsi” is the amount of Qualified Thermal Output provided to a

single facility, measured in MMBtu.

“es” is the amount of electricity provided to a single facility, in
MWh

“Belectricity_ IS the emissions efficiency benchmark per unit of

electricity sold or provided to off-site end users, 0.431 California
GHG Allowances per MWh

Data Sources. The Executive Officer may employ all available data
reported to ARB under MRR for data years 2008-2013 to determine a

facility’s eligibility for the limited exemption of emissions from the

production of qualified thermal output.

A facility with a cogeneration unit or a district energy facility must apply

to the Executive Officer for the emissions exemption for the first

compliance period by providing the following data:

(A) Annual qualified thermal output for each year from 2009 to
2013, in MMBtu.
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(B)  Adistrict energy facility must provide the amount of gualified

thermal output and electricity provided to each single facility it

SErves.

(C) The application must include the following attestation:

“| certify under penalty of perjury of the laws of the State of

California that | am duly authorized by [name of entity] to sign

this attestation on behalf of [name of entity], and that the

information submitted herein is true, accurate, and complete.”

(5)  Afacility that is approved for an emissions exemption that has received

an industrial allocation of allowances for the 2013 or 2014 budget

vears will have its future allocations reduced by an equivalent amount.

Allowances shall be subtracted from the facility’s budget year 2015

allocation and from subsequent budget year’s industrial allocations

each year until the total amount subtracted equals the sum of the

facility’s 2013 and 2014 allowance allocations.

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

8§ 95852.1. Compliance Obligations for Biomass-Derived Fuels.

An entity that has emissions from combustion of biomass-derived fuels is

required to report and verify its emissions pursuant to MRR and has a

compliance obligation for every metric ton of CO,e emissions:

@) From combustion of fuel types that are not listed under section 95852.2; or

(b) From combustion of fuels that do not meet the requirements of section
95852.1.1; or

(c) That are reported as non-exempt biomass derived CO, under MRR.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.
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§ 95852.1.1. Eligibility Requirements for Biomass-Derived Fuels.

(@)

(1)

(2)

Biomass-derived fuel procured under contracts for biogas and biomethane
must meet one of the following criteria. Only the portion of the fuel that
meets one of these criteria will be considered a biomass-derived fuel.
Emissions from combustion of this fuel will not be subject to a compliance
obligation when reported as Biomass CO; in an emissions data report that
has received a positive or qualified positive emissions data verification
statement and determined as exempt pursuant to section 95852.2 and
95103(g) of MRR.
The contract for purchasing any biomass-derived fuel must be
executed prior to January 1, 2012 and remain in effect or have been
renegotiated with the same California operator within one year of
contract expiration. The delivery of the fuel under the contract must
commence by one of the following dates to be eligible under this
provision:
(A) 90 days after the execution date of the signed contract; or
(B) January 1, 2012; or
(C) 10 days after the date on which the CEC provides notice that
the operator’s electricity generating facility is certified as eligible
for California’s Renewables Portfolio Standard for the

contracted biomass-derived fuel, or cannot be so certified,

provided that the application for certification was submitted to
the CEC before January 1, 2012.

biomass-derived fuel does not meet the requirements of

95852.1.1(a)(1) then the biomass-derived fuel must meet one of the

following requirements and the entity claiming the biomass-derived fuel

must be the first entity to contract for the biomass-derived fuel:

(A)  Anincrease in the biomass derived fuel production capacity, at

a particular site, where an increase is considered any amount
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over the average production at that site over the last three
years; or

(B) Recovery of the fuel at a site where the fuel was previously
being vented or destroyed for at least three years or since

commencement of fuel recovery operations, whichever is

shorter, without producing useful energy transfer.
3 he fuel bei dod und ot el
oushveliibl I . 1 14a)1) or (2). and
ifioris abl K the fuel to_tl oushyeliibl ;

4)(3) If the biogas or biomethane is used at the site of production, and not
transferred to another operator, thus not requiring a contract, the
operator must demonstrate one of the following:

(A)  The fuel has been combusted in California prior to January 1,
2012; or
(B)  The fuel was not previously used to produce useful energy

transfer for at least three years or since commencement of fuel

recovery operations, whichever is shorter.

(4) The fuel being provided under a contract is for a fuel that was

previously eligible under sections 95852.1.1(a)(1),(2) or (3), and the

verifier is able to track the fuel to the previously eligible contract.

(b)  An entity may not sell, trade, give away, claim, or otherwise dispose of any
of the carbon credits, carbon benefits, carbon emissions reductions,
carbon offsets or allowances, howsoever entitled, attributed to the fuel
production that would, when combined with the CO, emissions from
complete combustion of the fuel, result in more CO,e emissions than
would have occurred in the absence of the fuel production. In the case of
biomethane or biogas produced from digesters or landfills, the resulting
credit for avoided methane emissions may not exceed 23-#5 the global

warming potential as listed in MRR for methane plus 2.75 in metric tons of

CO.e per ton of captured methane. This includes any credit received by

an entity in the Carbon Intensity calculation under the Low Carbon Fuel
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Standard Requlation (title 17, California Code of Reqgulations (CCR),

sections 95480-95490) for methane capture. All calculations of COse

emissions are based on the 100-year global warming potentials included
in MRR. Generation of Renewable Energy Credits is excluded from this
analysis and will not prevent a biomass-derived fuel that meets the
requirements in this section from being exempt from a compliance

obligation.

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

§ 95852.2. Emissions without a Compliance Obligation.

Emissions from the following source categories and from the combustion of the
following fuel types count toward applicable reporting thresholds, as applicable in
MRR, but do not count toward a covered entity’s compliance obligation set forth
in this article unless those emissions are reported as non-exempt biomass-
derived CO, under MRR. Emissions without a compliance obligation include:
(@) CO; emissions from combustion of the following biomass-derived fuels:
(1)  The biogenic fraction of solid waste materials as reported under MRR;
(2) Waste pallets, crates, dunnage, manufacturing and construction wood
wastes, tree trimmings, mill residues, and range land maintenance
residues;
(3)  All agricultural crops or waste;
(4)  Wood and wood wastes identified to follow all of the following
practices:
(A) Harvested pursuant to an approved timber management plan
prepared in accordance with the Z'berg-Nejedly Forest Practice
Act of 1973 or other locally or nationally approved plan; and
(B) Harvested for the purpose of forest fire fuel reduction or forest
stand improvement.
(5) Biodiesel:
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(6)

(7)

(8)

(b)
(1)

(2)
®3)

(A)

(B)

Agri-biodiesel derived solely from virgin oils, including esters
derived from virgin vegetable oils from corn, soybeans,
sunflower seeds, cottonseeds, canola, cramble, rapeseeds,
safflowers, flaxseeds, rice bran, mustard seeds, and camelina,
and from animal fats.

Biodiesel is defined as monoalkyl esters of long chain fatty acids
derived from the following plant or animal matter that meets the
requirements of the American Society of Testing Materials
(ASTM) D6751:

1. Waste oils;
2. Tallow; or
3. Virgin oils.

Fuel ethanol (including denaturant):

(A)

(B)
(®)

Cellulosic biofuel produced from lignocellulosic or hemicellulosic
material that has a proof of at least 150 without regard to
denaturants;

Corn starch; or

Sugar cane.

The biogenic fraction of municipal solid waste as reported under MRR,

including MSW directly combusted or converted to a cleaner-burning

fuel;

Biomethane and biogas from the following sources:

All animal, plant and other organic waste; or
Landfills and wastewater treatment plants;

The following additional process, vented, and fugitive emissions:

Emissions from geothermal generating units and geothermal facilities,

including geothermal geyser steam or fluids;

Emissions from natural gas hydrogen fuel cells;

Vented and fugitive emissions from storage tanks used in petroleum

and natural gas production and natural gas transmission;
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(€)

(4)

(5)

(6)

(7)
(8)

9)

(10)

(11)

Vented and fugitive emissions reported under section 95153 of MRR
by local distribution companies that report under section 95122 of
MRR,;

Vented and fugitive emissions from natural gas transmission storage
tanks used in petroleum and natural gas production and natural gas
transmission, and from produced water;

Emissions reported by petroleum refineries from asphalt blowing
operations, equipment leaks, storage tanks, and loading operations;
Emissions from low bleed pneumatic devices;

Emissions from high bleed pneumatic devices reported prior to
January 1, 2015;

Vented emissions from well-site centrifugal and reciprocating
compressors with a rated horsepower less than 250hp;

Sources for which fugitive emissions are estimated using leak
detection and leaker emission factors, as required by section
95153(g0) of MRR, and sources for which vented and fugitive

emissions are estimated using a population count and emissions
factors, as required by section 95153(p) of MRR; and

Sources for which emissions originate from offshore petroleum and

(122)

natural gas production facilities, as provided in section 95153(q) of
MRR; and

Carbon dioxide that is imported, or that is exported for purposes other

than geologic sequestration.

Additional Other Exemptions. The operators of facilities with any of the

following activities NAICS-code-92811 are exempt from compliance with

this article through-December31,-2013::

1)
2

NAICS Code 92811,
Emissions reported and verified in the first compliance period for

the direct combustion of municipal solid waste in a waste-to-enerqy

facility that had started operation before 2009. The exempted

waste-to-enerqy facility must meet the following criteria:
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Report and verify emissions pursuant to MRR

S

The generated electricity must be provided or sold to a retail

provider or electricity marketer who distributes the electricity

over the electric power grid for wholesale or retail customers

of the grid.
(C) Must be operating under a current permit issued by the local

Air Pollution Control District or Air Quality Management

District.

(D)  Municipal solid waste fuel must be derived from a municipal

solid waste facility, as defined in the PUC — or as defined in

the definition section of this article and MRR.

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

§ 95853. Calculation of Covered Entity’s Triennial Compliance Obligation.

(@)

(b)

A covered entity that exceeds the threshold in section 95812 in any of the
three data years preceding the start of a compliance period is a covered
entity for the entire compliance period. The covered entity’s triennial
compliance obligation in this situation is calculated as the total of the
emissions with a compliance obligation that received a positive or qualified
positive emissions data verification statement, or were assigned emissions
pursuant to section 95131 of MRR from all data years of the compliance
period.

A covered entity that initially exceeds the threshold in section 95812 in the
first year of a compliance period is a covered entity for the entire
compliance period. The covered entity’s triennial compliance obligation in
this situation is calculated as the total of the emissions that received a
positive or qualified positive emissions data verification statement, or were
assigned emissions pursuant to section 95131 of MRR from all data years

of the compliance period.
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()

(d)

A covered entity that initially exceeds the threshold in section 95812 in the
second year of the second or subsequent compliance period is a covered
entity for the second and third years of this compliance period. The
covered entity’s triennial compliance obligation in this situation is
calculated as the total of the emissions that received a positive or qualified
positive emissions data verification statement, or were assigned emissions
pursuant to section 95131 of MRR for the second and third data years of
the compliance period.

A covered entity that initially exceeds the threshold in section 95812 in the
second year of the first compliance period or the third year of a later
compliance period has a compliance obligation for its emissions that
received a positive or qualified positive emissions data verification
statement, or were assigned emissions pursuant to section 95131 of MRR
for that year, but the entity’s triennial compliance obligation for the current
compliance period is not due the following year. Instead the entity’s
reported and verified or assigned emissions for this year will be added to

the entity’s triennial obligation for the subsequent compliance period.

© hatic eligibl o frooall

subarticles-8-and-9,-the-firstyearfor-this-entity-to-receive-free-allowances

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.
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§ 95854. Quantitative Usage Limit on Designated Compliance

Instruments—Including Offset Credits.

(@)

(b)

(€)

Compliance instruments identified in section 95820(b) and sections 95821
(b), (c), and (d) are subject to a quantitative usage limit when used to meet
a compliance obligation.

The total number of compliance instruments identified in section 95854(a)

that each covered entity may surrender to fulfill the entity’s compliance

obligation for a compliance period must conform to the following limit:

Oo/S must be less than or equal to Lo
In which:
Oo = Total number of compliance instruments identified in section
95854(a) submitted to fulfill the entity’s compliance obligation for the
compliance period.
S = Covered entity’s compliance obligation.
Lo = Quantitative usage limit on compliance instruments identified in
section 95854(a), set at 0.08.
The number of sector-based offset credits that each covered entity may
surrender to meet the entity’s compliance obligation for a compliance
period must not be greater than 0.25 of the Lo for the first and second
compliance periods and not more than 0.50 of the Lo for subsequent
compliance periods.

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

§ 95855. Annual Compliance Obligation.

(@)

An entity has an annual compliance obligation for any year when the entity
is a covered entity except for the condition specified in section 95853(d);
and
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(b)

NOTE:

The annual compliance obligation for a covered entity equals 30 percent
of emissions with a compliance obligation reported from the previous data
year that received a positive or qualified positive emissions data
verification statement, or were assigned emissions pursuant to section
95131 of MRR.

Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,

Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

§ 95856. Timely Surrender of Compliance Instruments by a Covered Entity.

(@)

(b)
1)

(2)

A covered entity must surrender one compliance instrument for each
metric ton of CO,e of GHG emissions for the annual and triennial
compliance obligations calculated pursuant to this subarticle beginning
with the emissions data report for 2013 emissions and each subsequent
year in which the covered entity has a compliance obligation.
Compliance Instruments Valid for Surrender.

A compliance instrument listed in subarticle 4 may be used to satisfy a

compliance obligation.

To fulfill a compliance obligation, a compliance instrument issued

pursuant to sections 95820(a) and 95821(a) must be issued from an

allowance budget year within or before the year for which an annual

compliance obligation is calculated or the last year of a compliance

period for which a triennial compliance obligation is calculated, unless:

(A)  The allowance was purchased from the Allowance Price
Containment Reserve pursuant to section 95913; or

(B) The allowance is used to satisfy an excess emissions obligation;
or

(C) The allowance is_eligible for compliance use pursuant to
sections 95856(h)(1)(C) and 95856(h)(2)(C).
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()

(d)

(1)

(2)

3)

(e)

(1)

(2)

(f)
(1)

A covered entity must transfer from its holding account to its compliance
account a sufficient number of compliance instruments to meet the
compliance obligation set forth in sections 95853 and 95855.

Deadline for Surrender of Annual Compliance Obligations. For any year in
which a covered entity has an annual compliance obligation pursuant to

section 95855, it must fulfill that obligation:

By November 1, 5 p.m. Pacific Standard Time (or Pacific Daylight

Time, when in effect), of the calendar year following the year for which

the obligation is calculated if the entity reports by April 10 pursuant to
section 95103 of MRR; or
By November 1, 5 p.m. Pacific Standard Time (or Pacific Daylight

Time, when in effect), of the calendar year following the year for which

the obligation is calculated if the entity reports by June 1 pursuant to
section 95103 of MRR.

In years 2015, 2018, and 2021 there is no annual compliance
obligation for the preceeding compliance period, only a triennial

compliance obligation.

Determination of Triennial Compliance Obligation.

When a positive or qualified positive emissions data verification
statement or assigned emissions for any year is received by ARB, then
those emissions for the source categories in section 95852 equal the
triennial compliance obligation pursuant to section 95853.

If a positive or qualified positive emissions data verification statement
for any year of the compliance period is not received by ARB by the
applicable verification deadline as set forth in MRR, ARB will assign
emissions according to the requirements set forth in section 95103(g)
of MRR for the emissions for the source categories in section 95852.

The assigned emissions value then equals the compliance obligation.

Surrender of Triennial Compliance Obligation.

The covered entity must transfer sufficient valid compliance

instruments to its compliance account to fulfill its triennial compliance
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(2)

3)

(9)

(1)

(2)

(h)
(1)

obligation by November 1, 5 p.m. Pacific Standard Time (or Pacific

Daylight Time, when in effect), of the calendar year following the final

year of the compliance period.

The total number of compliance instruments submitted to fulfill the
triennial compliance obligation is subject to the quantitative use limit
pursuant to section 95854.

The surrender of compliance instruments must equal the triennial
compliance obligation calculated pursuant to section 95853 less
compliance instruments surrendered to fulfill the annual compliance

obligation for the years in the compliance period.

When the Executive Officer has determined the covered entity has met its
compliance obligations, the Executive Officer shall:

Retire the compliance instruments surrendered; and
Inform programs to which California is linked or recognizes, pursuant
to subarticles 12 and 14, of the retirements, including the serial

numbers of the compliance instruments retired.

Compliance Instrument Retirement Order

When a covered entity or opt-in covered entity surrenders compliance

instruments to meet its annual compliance obligation pursuant to

section 95856(d), the Executive Officer will retire them from the

Compliance Account in the following order:
(A) Offset credits specified in section 95820(b) and sections
95821 (b) through (d) with oldest credits retired first and without

consideration of the quantitative usage limit set forth in section
95854;
(B) Allowances specified in section 95820(a) and 95821(a) with

earlier vintage allowances retired first;

(C) The current calendar year’s vintage allowances and allowances

allocated just before the annual surrender deadline up to the

True-up allowance amount as determined in sections 95891(b),
95891(c)(3)(B), 95891 (d)(1)(B), 95891(d)(2)(B), or 95891 (e)(1) if
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an entity was eligible to receive true up allowances pursuant to
sections 95891 (b), 95891(c)(3)(B), 95891(d)(1)(B),
95891(d)(2)(B), or 95891(e)(1); and

(D) Allowances purchased from the Allowance Price Containment

Reserve.

When a covered entity or opt-in covered entity surrenders compliance

instruments to meet its triennial compliance obligation pursuant to

section 95856(f), the Executive Officer will retire them from the

Compliance Account in the following order:

(A) Offset credits specified in section 95820(b) and sections
95821(b) through (d) with oldest credits retired first and subject
to the quantitative usage limit set forth in section 95854:

(1) If offset credits were used to meet annual compliance

obligations in the compliance period and exceed the

quantitative usage limit set forth in section 95854, then the

quantity of offset credits eligible to fulfill the entity’s

compliance obligations will be limited to the guantitative

usage limit and the oldest offset credits will be retired first;

(2) Offset credits retired in excess of the quantitative usage limit

will not count toward the triennial compliance obligation:

(3) If offset credits were not used to meet annual compliance

obligations in the compliance period or were used to meet

annual compliance obligations in the compliance period but

did not exceed the guantitative usage limit set forth in

section 95854, then the oldest credits will be retired first up

to the quantitative offset usage limit;
(B) Allowances specified in section 95820(a) and 95821(a) with

earlier vintage allowances retired first;

(C) The current calendar year’s vintage allowances and allowances

allocated just before the triennial surrender deadline up to the

true-up allowance amount as determined in section 95891 (b),
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95891(c)(3)(B), 95891(d)(1)(B), 95891(d)(2)(B), or 95891(e)(1)
if an entity was eligible to receive true up allowances pursuant
to section 95891(b), 95891(c)(3)(B), 95891(d)(1)(B),
95891(d)(2)(B), or 95891(e)(1); and

(D) Allowances purchased from the Allowance Price Containment

Reserve.
(3) An entity that is not eligible to receive true up allowances pursuant to
section 95891(b), 95891(c)(3)(B), 95891(d)(1)(B), 95891(d)(2)(B), or

95891(e)(1), cannot use the current calendar year’s vintage

allowances or allowances allocated just before the current surrender

deadline to meet the timely surrender of compliance instrument

requirements in section 95856.

(4) If an entity used any offsets to meet its annual timely surrender

pursuant to section 95856(d) and the cumulative offsets retired by the

Executive Officer exceed the quantitative usage limit pursuant to

section 95854 at the time of the triennial timely surrender pursuant to

section 95856(f), the offsets already retired will remain in the

Retirement Account and the entity must ensure they it has sufficient

compliance instruments other than offsets to meet its triennial timely

surrender pursuant to section 95856(e).

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

§ 95857. Untimely Surrender of Compliance Instruments by a Covered
Entity.
(@)  Applicability.

(1) A covered entity or opt-in covered entity that does not meet the
compliance deadline for surrendering its annual or triennial compliance
obligation pursuant to section 95856 is subject to the compliance
obligation for untimely surrender as described in this section; and
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(2)

(b)
(1)

(2)

®3)

(4)

(5)

(6)

(€)

(1)

The compliance obligation for untimely surrender (“excess emissions”)
will not apply to a covered entity or opt-in covered entity which is
determined to have transferred insufficient instruments to meet the
compliance obligations of section 95856 solely because of the
invalidation of an ARB offset credit by the Executive Officer pursuant to

section 95985 until six months after notice of invalidation.

Calculation of the Untimely Surrender Obligation.

The quantity of excess emissions is the difference between the
compliance obligation calculated pursuant to this section and any
compliance instruments timely surrendered by the entity;

The entity’s compliance obligation for untimely surrender is calculated
as four times the entity’s excess emissions;

At least three-fourths of an entity’s compliance obligation for untimely
surrender may only be fulfilled with CA GHG allowances or allowances
issued by a GHG ETS pursuant to subarticle 12;

Up to one-fourth of an entity’s compliance obligation for untimely
surrender may be fulfilled with ARB offset credits or compliance
instruments listed in sections 95821(b), (c), and (d);

The quantitative usage limit provided in section 95854 will apply to the
compliance instruments listed in section 95857(b)(4) for the
compliance period for which the untimely surrender obligation applies;
and

The untimely surrender obligation is due within five days of the first
auction or reserve sale conducted by ARB following the applicable
surrender date, whichever is the latter, and for which the registration
deadline has not passed when the untimely surrender obligation is

assessed.

If an entity with an untimely surrender obligation fails to satisfy this
obligation pursuant to section 95857(b)(6) then:

ARB will determine the number of violations pursuant to section 96014;
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(d)

(2)

3)

(1)

(2)

If a portion of the untimely surrender obligation is not surrendered as
required, the entity will have a new untimely surrender obligation equal
to the amount of the previous untimely surrender obligation which was
not satisfied by the deadline stated in section 95857(b)(6) upon which
the number of violations will be calculated pursuant to section 96014.
The new untimely surrender obligation is due immediately; and

The calculation of the untimely surrender obligation shall only apply
once for each untimely surrender of compliance instruments per

annual or triennial compliance obligation.

When the covered entity or opt-in covered entity meets its untimely
surrender obligations pursuant to sections 95857(a) through (c), the
Executive Officer shall:

Transfer the compliance instruments used to fulfill the untimely

surrender obligation in the following manner:

(A)  Atleast three fourths of the compliance instruments to the
Auction Holding Account. The three fourths of the compliance
instruments transferred to the Auction Holding Account shall
only be comprised of allowances; and

(B)  The remaining one fourth of compliance instruments to the
Retirement Account.

Inform programs to which California is linked or recognizes, pursuant

to subarticles 12 and 14, of the retirements, including the serial

numbers of the compliance instruments retired.

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

8§ 95858. Compliance Obligation for Under-Reporting in a Previous

Compliance Period.

If, after an entity has surrendered its compliance instruments for a compliance

period pursuant to section 95856, the Executive Officer determines, through an
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audit or other information, that the entity under-reported its emissions under MRR

for any emissions sources that form the basis for entity’s the compliance

obligation, then the following shall apply:

(@)

(b)

If the difference between the emissions used to calculate the compliance
obligation and subsequently used to calculate the number of compliance
instruments surrendered pursuant to section 95856 and the
emissions-determined by the Executive Officer to be under-reported for
the sum of those emissions is less than five percent of the emissions
number used to calculate the compliance obligation and subsequently
used to calculate the number of compliance instruments surrendered
pursuant to section 95856, then the entity is not required to take any
further action.

If the difference between the emissions used to calculate the compliance
obligation and subsequently calculate the number of compliance
instruments surrendered pursuant to section 95856 and the emissions
determined by the Executive Officer to be under-reported for the sum of
those emissions is more than five percent of the emissions number used
to calculate the compliance obligation and subsequently used to calculate
the number of compliance instruments surrendered pursuant to section
95856, then the entity must surrender compliance instruments in the

following amount:

Cla = EMd — CO — (CO * 0.05)

Where:

‘Cla’ is the number of additional compliance instruments that must be
surrendered to ARB to cover under-reported emissions;

‘CO’ is the emissions number used to determine the compliance
obligation surrendered pursuant to section 95856 for any previous

compliance period; and
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‘EMd’ is the number of the emissions determined by the Executive
Officer for the sum of the emissions sources subject to a compliance
obligation;

(©) The entity will have six months from the time of notification by the
Executive Officer to surrender additional compliance instruments for
under- reporting emissions under MRR for the previous compliance period
as determined pursuant to this section. The provisions of sections 95857
and 96014 shall not apply during these six months. The entity may use
compliance instruments from subsequent compliance periods to meet
these requirements. The entity may only use CA GHG allowances or
allowances issued by a GHG ETS approved pursuant to subarticle 12 to
meet the requirements of this section.

(d)  Any determination that an entity under-reported its emissions for a
previous compliance period shall be made by the Executive Officer no
later than eight years from the applicable verification deadline for the

emissions data report which contained the under-reporting of emissions.

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

Subarticle 8: Disposition of Allowances

§ 95870. Disposition of Allowances.

(@) Allowance Price Containment Reserve. Upon creation of the Allowance
Price Containment Reserve Account, the Executive Officer shall transfer
allowances to the Allowance Price Containment Reserve, as follows:

Q) One percent of the allowances from budget years 2013-2014;
(2) Four percent of the allowances from budget years 2015-2017; and
3) Seven percent of the allowances from budget years 2018-2020.

(b)  Advance Auction. Upon creation of the Auction Holding Account, the
Executive Officer shall transfer 10 percent of the allowances from budget
years 2015-2020 to the Auction Holding Account.
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(1) These allowances will be eligible to be sold pursuant to section

95913(f)shall be auctioned pursuant to section 95910.

(2)  All Advance Auction allowances not sold pursuant to section 95913(f)

will be auctioned pursuant to section 95910.

(23) The proceeds from the sale of these allowances will be deposited into
the AirPollution-Control-Fund Greenhouse Gas Reduction Fund

created pursuant to Government Code section 16428.8, and will be

available for appropriation by the Legislature for the purposes
designated in California Health and Safety Code sections 38500 et
seq. and consistent with the requirements of Chapter 4.1 (commencing
with Section 39710) of Part 2 of Division 26 of the California Health
and Safety Code and Article 9.7 (commencing with Section 16428.8) of

Chapter 2 of Part 2 of Division 4 of Title 2 of the Government Code.

(c) Upon creation of the Voluntary Renewable Electricity Reserve Account,
the Executive Officer shall transfer allowances to the Voluntary
Renewable Electricity Reserve Account, as follows:

(1) 0.5 percent of the allowances from budget years 2013-2014; and
(2)  0.25 percent of the allowances from budget years 2015-2020.

(d) Electrical Distribution Utility Sector Allocation. Allowances available for
allocation to electrical distribution utilities each budget year shall be 97.7
million metric tons multiplied by the cap adjustment factor in Table 9-2 for
each budget year 2013-2020. The Executive Officer will allocate to
electrical distribution utilities on September 14, 2012 for vintage 2013
allowances and October 15Nevember1, or the first business day
thereafter, of each calendar year from 2013-2019 for allocations from
2014-2020 annual allowance budgets.

(e)  Allocation to Industrial Covered Entities. Allowances allocated for the
purposes of industry assistance shall be transferred to holding accounts
for industrial sectors listed in Table 8-1.

(1)  The Executive Officer will allocate allowances from 2013-2020 annual
allowance budgets to place-an-annuatndividual-allecationin-the
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helding-aceount-of each eligible covered entity on or before October
15Nevember1, or the first business day thereafter, of each calendar

year 2012-2019. for-allecations-from-2013-2020-annual-allowance
budgets-

(2)  Allocation to eligible covered entities shall be conducted using the
assistance factors specified for each listed industrial activity found in
Table 8-1 and the methodology set forth in section 95891.

(A)  First Compliance Period Refining Sector Allocation. Allowances
available for allocation to petroleum refineries from the 2013-2014
allowance budgets shall be calculated using the following equation.
Individual petroleum refiners will receive a portion of this sector
allocation under the method calculated pursuant to section
95891(d).

SA; = Oy * Bp x AFp ¥ ¢¢

Where:

“SA:” is the allocation to the refining sector from budget year “t”;
“O¢.2" Is the output of primary refinery products, in barrels, from the
refining sector in year “t-2”;

“BRr” is the benchmark for primary products produced by the refining
sector, equal to 0.0462 metric tons of allowances per barrel of
primary refinery product;

“AFR (" is the assistance factor for budget year “t” assigned to
petroleum refining as specified in Table 8-1; and

“ct” is the cap adjustment factor for budget year “t” assigned to
petroleum refining to account for cap decline as specified in Table
9-2.

(B) Second and Third Compliance Period Refining Sector Allocation.

For budget years 2015-2020, allowances available for allocation to

individual petroleum refineries shall be calculated using the product

150



3)

output-based allocation calculation methodology in section

95891(b).
The total amount of allowances allocated for the purposes of industry
assistance shall not exceed the available amount of allowances after
accounting for allocations made pursuant to section 95870(a) through
(d). If the amount calculated under the methodology set forth in
section 95891 exceeds the amount of allowances available, the
number of allowances available will be prorated equally across all
eligible industrial covered entities. The proration will be calculated
using the share of allowances available after accounting for all
allocations made pursuant to sections 95870(a) through (d) compared
to total allowances that would be distributed according to the
methodology set forth in section 95891.

Industrial entities who purchase electricity or qualified thermal output

pursuant to a legacy contract and who receive allocation under this

section shall have their allocation reduced as specified in section

95891(h).

Allocation to University Covered Entities and Public Service Facilities. The

Executive Officer will place an annual individual allocation from budget

vear 2015 in the holding account of each eligible university covered entity
for calendar years 2013, 2014, and 2015 on or before October 15, 2014.

The Executive Officer will place an annual individual allocation in the

holding account of each eligible university covered entity on or before

October 15, or the first business day thereafter, of each calendar year

from 2015-2019 for allocations from 2016-2020 annual allowance

budgets.
The Executive Officer shall retire allowances equal to the quantity of

emissions that do not have a compliance obligation based on the

exemption of emissions pursuant to section 95852(j).

Allocation to Legacy Contract Generators. Allowances will be allocated to

legacy contract generators for 2013 and 2014 for transition assistance.
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The Executive Office will transfer allowance allocations into each eligible

generator’s holding account by October 15, 2014 for eligible Legacy

Contract Emissions pursuant to the methodoloqy set forth in section
95894.

() Natural Gas Supplier Sector Allocation. Allowances available for allocation

to natural gas suppliers each budget year shall be calculated as set forth

in section 95893. The Executive Officer will allocate to natural gas

suppliers on October 15, or the first business day thereafter, of each

calendar year from 2014 through 2019 for allocations from 2015 through

2020 annual allowance budgets.
(#)  Auction Proceeds for AB 32 Statutory Objectives.

(1) Bedqinningin 2015, 10% of all remaining allowances from each vintage

not allocated for uses specified in section 95870(a) are eligible to be

sold pursuant to section 95913(f).

(32) All remaining allowances not allocated for uses specified in sections
95870(a) through (e) will be designated for sale at auction. The
proceeds from the sale of these allowances will be deposited into
the AirPollution-ControlH~und-Greenhouse Gas Reduction Fund

created pursuant to Government Code section 16428.8, and will be

available for appropriation by the Legislature for the purposes
designated in California Health and Safety Code sections 38500 et
seq._.and consistent with the requirements of Chapter 4.1 (commencing
with Section 39710) of Part 2 of Division 26 of the California Health

and Safety Code and Article 9.7 (commencing with Section 16428.8) of

Chapter 2 of Part 2 of Division 4 of Title 2 of the Government Code.
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Table 8-1: Industry Assistance

Industry Assistance Factor

(AFa)
é?:sk:i‘?iig;sl; NAICS Sector Definition '\éﬁ;lges Activity(a) by Budget Year
2013- 2015- 2018-
2014 2017 2020
Thermal EOR Crude QOil
Crude Petroleum and Natural 211111 Extraction 100% 100% 100%
Gas Extraction Non-Thermal Crude Oil
Extraction 100% 100% 100%
o _ 211112 Natural Qas Liquid
Natural Gas Liquid Extraction Processing 100% 100% 100%
Mining and Manufacturing of
Potash, Soda, and Borate 212391 | Soda Ash and Related
Mineral Mining Products 100% 100% 100%
All Other Nonmetallic Mineral 212399
Mining Diatomaceous Earth Mining 100% 100% 100%
Paper (except Newsprint) Mills 322121 | Tissue Manufacturing 100% 100% 100%
High Recycled Boxboard
Manufacturing 100% 100% 100%
. Recycled Linerboard
Paperboard Mills 322130 (Tes%liner) Manufacturing 100% 100% 100%
Recycled Medium (Fluting)
Manufacturing 100% 100% 100%
All Other Petroleum and Coal 324199
Products Manufacturing Coke Calcining 100% 100% 100%
All Other Basic Inorganic 375188 All Other Basic Inorganic
Chemical Manufacturing Chemical Manufacturing 100% 100% 100%
All Other Basic Organic 325199 | All Other Basic Organic
Chemical Manufacturing Chemical Manufacturing 100% 100% 100%
Nitrogenous Fertilizer 325311 | Nitric Acid Production 100% 100% 100%
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Leakage Risk L NAICS .. Industry Assistance Factor
Classification | NVAICS Sector Definition Code Activity(a) (AF.)
Manufacturing Calcium Ammonium Nitrate
Solution Production 100% 100% 100%
Flat Glass Manufacturing 327211 | Flat Glass Manufacturing 100% 100% 100%
397213 Container Glass
Glass Container Manufacturing Manufacturing 100% 100% 100%
Cement Manufacturing 327310 | Cement Manufacturing 100% 100% 100%
Lime Manufacturing 327410 | Dolime Manufacturing 100% 100% 100%
331111 Steel Production Using
Iron and Steel Mills Electric Arc Furnace 100% 100% 100%
Rolled Steel Shape 331221 Hot Rolled Steel Sheet
Manufacturing Production 100% 100% 100%
All Other Metal Ore Mining 212299 | Rare Earth Production 100% 100% 100%
Mineral Wool Manufacturing 327993 | Fiber Glass Manufacturing 100% 100% 100%
Food Manufacturing 311 Food Manufacturing 100% | 10075% 7550%
Cut and Sew Apparel 3152 Cut and Sew Apparel
Manufacturing Manufacturing 100% | 100#5% 7550%
Breweries 312120 | Brewing 100% | 10075% 7550%
Petroleum Refineries 324110 | Petroleum Refining 100% | 10075% 7550%
10045% 7550%
Gaseous Hydrogen
I 0, 0, 0,
. Industrial Gas Manufacturing 325120 P_rodu<_:t|on 100% | 10075% L250%
Medium Liquefied Hydrogen
Production 100% | 100#5% 7550%
Biological Product (Except 325414 | Biological Product (Except
Diagnostic) Manufacturing Diagnostic) Manufacturing 100% | 10075% 7550%
I 0, 0, 0,
Gypsum Product Manufacturing | 327420 Plaster Manufacturing - 100% | 10075% L250%
Plaster Board Manufacturing 100% | 100#5% 7550%
Rolled Steel Shape 331221 Picked Steel Sheet
Manufacturing Production 100% | 100745% 7550%
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éf;sksa}?iiaf;iﬁ NAICS Sector Definition I\(l:A(\)I((jZeS Activity(a) i 7] AS(ZIESmCG Aeletels
Cold Rolled and Annealed
Steel Sheet Production 100% | 100745% 7550%
Galvanized Steel Sheet
Production 100% | 10075% 7550%
Tin Steel Plate Production 100% | 10075% 7550%
Secondary-Smelting-and
. 331314 | AWeyiget
Secondary Smelting and Alumingm-Aluminum Alloy
Alloying of Aluminum Billet Manufacturing 100% | 10075% 7550%
Secondary-Smelting;
Secondary Smelting, Refining, Refining,-and-Alleying-of
and Alloying of Nonferrous 331492 | Nenferrous-Metal{Except
Metal (Except Copper and Copperand-Aluminum)Lead
Aluminum) Acid Battery Recycling 100% | 100#5% 7550%
Iron Foundries 331511 | Iron Foundries 100% | 100+5% 7550%
Turbine and Turbine Generator 333611 Testing of Turbines and
Set Units Manufacturing Turbine Generator Sets 100% | 10075% 7550%
Pharmaceutical and Medicine 395412 Pharmaceutical and Medicine
Manufacturing Manufacturing 100% | 10050% 5030%
Aircraft Manufacturing 336411 | Aircraft Manufacturing 100% | 10056% 50306%
Low Support Activities for Air 4881 Support Activities for Air
Transportation Transportation 100% | 10050% 5030%
Guided Missile and Space 336414 Guided Missile and Space
Vehicle Manufacturing =——— | Vehicle Manufacturing 100% 100% 50%
Ethyl Alcohol Manufacturing 325193 | Ethyl Alcohol Manufacturing 100% 100%
Asphalt Paving Mixture and 324121 Asphalt Paving Mixture and 100% 100%
TBD Block Manufacturing === | Block Manufacturing
— _ 33211 Ferrc_)us and nonferrous Metal 100% 100%
Metal Forging === Forging
Hardware Manufacturing 332510 | Hardware Manufacturing 100% 100%
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NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.

Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code-
and Section 16428.8, Government Code.

Subarticle 9: Direct Allocations of California GHG Allowances

§ 95890. General Provisions for Direct Allocations.

(@)

(b)

Eligibility Requirements for Industrial Facilities. A covered entity or opt-in
covered entity from the industrial sectors listed in Table 8-1 shall be
eligible for direct allocations of California GHG allowances if it has
complied with the requirements of MRR and has obtained a positive or
gualified positive product data verification statement for the prior year
pursuant to MRR.

Eligibility Requirements for Electrical Distribution Utilities. An electrical
distribution utility shall be eligible for direct allocation of California GHG
allowances if it has complied with the requirements of MRR and has
obtained a positive or qualified positive emissions data verification
statement for the prior year pursuant to MRR.

Electrical Distribution Utilities that are not covered entities but are listed in

Table 9-3 must register pursuant to section 95830 to receive allowances.

Eligibility Requirements for University Covered Entities and Public Service

Facilities. A University Covered Entity or public service facility shall be

eligible for direct allocations of California GHG allowances if it has

complied with the requirements of MRR and has obtained a positive or

qualified positive verification statement for the prior year pursuant to MRR.

Eligibility Requirements for Legacy Contract Generators. A Legacy

Contract Generator that has demonstrated its eligibility to the satisfaction

of the Executive Officer pursuant to section 95894 of this reqgulation shall

be eligible for direct allocation of allowances if it has complied with the

requirements of the MRR, section 95112 and has obtained a positive or a

qualified positive verification statement for pursuant to MRR.
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NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

§ 95891. Allocation for Industry Assistance.

(@) The Executive Officer shall determine the amount of allowances directly
allocated to each eligible covered entity or opt-in covered entity using the
product output-based allocation calculation methodology specified in
section 95891(b) if the entity conducts an activity listed in both Table 8-1
and Table 9-1. The Executive Officer shall determine the amount of
allowances directly allocated to each eligible covered entity or opt-in
covered entity using the energy-based allocation calculation methodology
specified in section 95891(c) if the entity conducts an activity listed in
Table 8-1 but not listed in Table 9-1.

(1) First Compliance Period Refining Sector Allocation Exception. For
budget years 2013-2014 petroleum refineries shall receive their
allocation of allowances pursuant to the methodology stated in
section 95891(d).

(2)  Second and Third Compliance Period Refining Sector Allocation.
For budget years 2015-2020 petroleum refineries shall receive their
allocation of allowances pursuant to the product output-based
allocation calculation methodology stated in section 95891(b).

(3) New Entrant Industrial Allocation Without Leakage Risk. Covered

facilities that were not covered under the California Cap-and-Trade

Program prior to 2012 and do not have a leakage risk in Table 8-1

are eligible to receive allocated allowances under the new entrant

energy-based allocation methodology pursuant to 95891 (b)(3) if the
first three diqits of the facility NAICS code matches a NAICS code

in Table 8-1. The leakage risk classification shall be low until a

leakage risk classification is added for that sector. Food processors
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(b)

that are only classified by a three digit NAICS code are exempt

from this classification.

Product Output-Based Allocation Calculation Methodology. The Executive
Officer shall calculate the amount of California GHG Allowances directly
allocated under a product output-based methodology annually using the

following formula:

a=1 a=1

n
A = (? Og initiar * Bg * AF, , * cn,f\ + TrueUp
\i= /

a=

=

Where:

“A¢” is the amount of California GHG allowances directly allocated to the

operator of an industrial facility for all activities with a product output-

based allocation from budget year “t”;

“t” is the budget year from which the direct allocation occurs;

“t-2” is the year two years prior to year “t”;

“a” is each eligible activity as defined in Table 9-1,

“n” is the number of eligible activities at a facility;

“Oa, initiat” Will be calculated by the Executive Officer as the output in year
“t-2” as reported to ARB.
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“B, is the emissions efficiency benchmark per unit of output for each

eligible activity defined in Table 9-1,

“AF, " is the assistance factor for budget year “t” assigned to each

activity “a” as specified in Table 8-1; and

“cat’ IS the adjustment factor for budget year “t” assigned to each activity;

“a” to account for cap decline as specified in Table 9-2:; and

“trueup” is the amount true-up allowances allocated to account for

changes in production or allocation not properly accounted for in prior

allocations. This value of allowances for budget year “t” shall be allowed to
be used for budget year “t-2” pursuant to 95856(h)(1)(C) and
95856(h)(2)(C). This value is calculated using the following formula:

n
TruelUp = (Y‘ O, >*xB, xAF, . - * C, f'_’)\ — A, -
e e

a=1
Where:

“Oa 2" will be calculated by the Executive Officer as the output in year “t-
2" as reported to ARB;

“Ar2” is the amount of California GHG allowances directly allocated to the

operator of an industrial facility for all activities from budget year “t-2";
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“AF, 12" is the assistance factor for budget year “t-2” assigned to each

activity “a” as specified in Table 8-1; and

“cat2” is the adjustment factor for budget year “t-2” assigned to each

activity.
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Table 9-1: Product-Based Emissions Efficiency Benchmarks

NAICS Sector NAICS . Benchmark .
Definition code Activity (a) (B.) Benchmark Units
Thermal EOR Allowances / Barrel
Crude Oil 0-08160.0811 of Thermal Crude
Extraction Oil Eqv.
Crude Petroleum
and Natural Gas 211111
Extraction Non Thermal Allowances / Barrel
Crude Oil 0-00820.0076 of Non Thermal
Extraction Crude Oil Eqv.
. - Allowances / Barrel
Natural Gas_ Liquid 211112 Natural Gas_ Liquid 0-01460.0118 of Natural Gas
Extraction Processing -
Liquids Produced
Onshore Natural Natural Gas I / |
Gas Processing Processing = A fowances Barre
Plants 211111 >EMMscf/da 0.0220 of Gas Processed
— saVviseliday Eqv.
Allowances / Short
Ton of Soda Ash
Mining and Equivalent (Soda
ngfgt’esl\a?nae’rglnd 212391 Manufacturing of 0.948 Ash, Biocarb,
Minin Soda Ash and ' Borax, V-Bor,
9 Related Products DECA, PYROBOR,
Boric Acid, and
Sulfate)
All Other 212395 Di—zgrsnr}t";a;ﬁ[er Allowances / Short
Nonmetallic Mineral Aids 0.418 Ton of Freshwater
Mining - Diatomite Filter Aids

Manufacturing
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NAICS Sector
Definition

NAICS code

Activity (a)

Benchmark (Ba)

Benchmark
Units

Fruit and

vegetable
canning

Tomato

Processing
(TBD)

—
O

1B

O

Poultry
Processing

Whole Chicken
and Parts

Processing

—
O

Allowances /
Ib Whole
Chicken and
Parts

Poultry Deli
Product

Processing

—
O

Allowances /
Ib Poultry Deli
Product

Protein Meal
Processing

—
oy}
O

Allowances /
Ib Protein Meal

Dried and

Dehydrated
Food

Manufacturing

Dehydrated
Garlic

Processing

—
v}
O

—
O

B

Dehydrated
Onion
Processing

—
v}
O

—
vs)
O

Dehydrated Chili

Pepper
Processing

—
oy}
O

—
oy}
O

Dehydrated
Spinach
Processing

—
oy}
O

—
oy}
O

Dehydrated
Parsley
Processing

—
v}
O

—
vs)
O

Food
Manufacturing

w
=
=

Dairies (TBD)

—
oy}
O

—
o)
O

Food
Manufacturing

w
=
=

Pistachios and
Almond

Processing
(TBD)

—
oy}
O

—
o)
O

Food
Manufacturing

w
=
=

Snack Chips
(TBD)

—
O

—
o)
O
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NAICS Sector

Benchmark

Definition NAICS code Activity (a) Benchmark (B,) Units
Food Juice
Man@urinq 311 Manufacturing TBD B
(TBD)
Allowances /
Beet sugar 311313 Beet sugar TBD short ton
manufacturing manufacturing — Granulated-
Refined Sugar
Lager Beer Allowances /
Breweries 312120 _g_. TBD Barrel of Lager
—_— Manufacturing —_—
Beer
Spirits
Wineries 312130 Manufacturing TBD TBD
(TBD)
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NAICS Sector NAICS . Benchmark :
Definition code Activity (a) (B.) Benchmark Units
Allowances / Air
Dried Short Ton of
Paper (except 322121 Tissue 114TB tissue produced
Newsprint) Mills Manufacturing adjusted by water
absorption
capacity
Allowances / Air
Recycled Boxpoard 0.499 Dried Short Ton of
Manufacturing
recycled boxboard
Recycled Allowances / Air
Linerboard 0.562 Dried Short Ton of
Paperboard Mills 322130 (Testliner) recycled
Manufacturing linerboard
Recycled Medium 0.392 Allowances / Air
(Fluting) ' Dried Short Ton of
Manufacturing recycled medium
Petroleum Refining Allowances / CO
Petroleum 324110 0.0295TBD | Weighted Fonne
Refineries {CO,-Weighted EE— TBD
Fonne) TBD -
All Other Petroleum AIIowaSnlces/@
and Coal Products | 324199 Coke Calcining 6341 TBD .
: Fon-Calcined
Manufacturing
Coke
Gaseous Hydrogen Allowances
ydrog 8.85TBD / TBD Metric-Ton
Production
of Hydrogen Gas
Industrial G_as 325120
Manufacturing
Allowances
Liquid Hydrogen 8 85TBD / TBD Memc—‘lien
Production — of Liquid
Hydrogen
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NAICS Sector NAICS Activity (a) Benchmark Benchmark
Definition code y (Ba) Units
Allowances /
Nitric Acid 0.349 Short ton of nitric
Production ' acid (HNO3
Nitrogenous 100%)
Fertilizer 325311 Allowances /
Manufacturing Calcium Ammonium Short ton of
Nitrate Solution 0.0902 calcium
Production ammonium
nitrate solution
Allowances /
Flat Glass 327211 Flat glass 0.4710.495 | Short Ton of Flat
Manufacturing Manufacturing E—
Glass Pulled
Allowances /
Glass Container Container Glass 0264 1 Short Ton of
Manufacturing 327213 Manufacturing ' (TBD) Container Glass
Pulled
) . Allowances /
ey | 327993 | oo | o | ShotTonor
9 9 Fiberglass Pulled
Allowances /
Short ton of
Cement. 327310 Cement. 0.718 TBD? adjusted_ clinker
Manufacturing Manufacturing — and mineral
additives
produced
Dolime Allowances /
Lime Manufacturing | 327410 . 1.40 Short Ton of
Manufacturing .
Dolime Produced
Plaster Allowances /
. 0.0454 Short Ton of
Manufacturing
Gypsum Product Plaster
) 327420
Manufacturing Plaster Board Allowances /
0.134 Short Ton of

Manufacturing

Plaster Board

! Benchmark value is being reviewed based on newly available data.

2 Benchmark value is being revised including biomass emission.

165




NAICS Sector NAICS Activity (a) Benchmark Benchmark
Definition code y (Ba) Units
Steel Production ShAolrlto gin(;‘egt/eel
Iron and Steel Mills | 331111 Using an Electric 0.170 .
produced using
Arc Furnace
EAF
Secondary smelting Aluminum Allo Allowances /
and alloying of 331314 . Yy 0.371 Short ton of
. Billet Manufacturing E— ———
aluminum Aluminum Billet
Secondary smelting,
refining, and alloying
of nonferrous metal Lead Acid Battery
(except copper and 331492 Recycling (TBD) TBD TBD
aluminum)
Ductile Iron Pipe Allowances /
Iron Foundries 331511 . 0.561 Short ton of
Manufacturing —_ _—
Ductile Iron Pipe
Iron and Steel 332111 TBD TBD TBD
Forging — —_ 1bU
Nonferrous Forging | 332112 TBD TBD TBD
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NAICS Sector NAICS Activity (a) Benchmark Benchmark
Definition code y (Ba) Units
Allowances /
Hot Rolled Ste_el 0.0843 Short ton of hot
Sheet Production
rolled steel
Picked Steel Sheet Allowances /
, 0.0126 Short ton of
Production :
pickled steel
Allowances /
Cold Rolled and
Rolled Steel Sha3pe 331221 Annealed Steel 0.0313 Short ton of cold
Manufacturing= : rolled and
Sheet Production
annealed steel
. Allowances /
Galvanized St_eel 0.0504 Short ton of
Sheet Production :
galvanized steel
. Allowances /
Tin Steel Plate 0.0610 Short ton of tin
Production
plate
Turbine and Turbine Testing of Turbines Allowances /
Generator Set Units | 333611 and Turbine 0.00782 Horsepower
Manufacturing Generator Sets tested

(©) Energy-Based Allocation Calculation Methodology. The Executive Officer

shall calculate the amount of California GHG Allowances directly allocated

under the energy-based methodology annually using the following

formula:

At = (SConsumed * BSteam + FConsumed * BFuel — €so1d * BElectricity) * AFa—,t * Ca;t

Where:

% Cold rolling benchmark values (may affect pickled steel sheet production, cold rolled and annealed sheet

production, galvanized steel sheet production and tin steel plate production) are being reviewed based on

newly available data.

167




“A¢” is the amount of California GHG allowances directly allocated to the
operator of an industrial facility with an energy-based allocation from

budget year “t”;

“t” is the budget year from which the direct allocation occurs;

“Sconsumed” 1S the historical baseline annual arithmetic mean amount of
steam consumed, measured in MMBtu, at the industrial facility for any
industrial process, including heating or cooling applications. This value
shall exclude any steam used to produce electricity. This value shall

exclude steam produced from an onsite cogeneration unit;

“Bsteam” IS the emissions efficiency benchmark per unit of steam, 0.06244
California GHG Allowances/MMBtu Steam;

“Fconsumed” 1S the historical baseline annual arithmetic mean amount of
energy produced due to fuel combustion at a given facility, measured in
MMBtus. The Executive Officer shall calculate this value based on
measured higher heating values or the default higher heating value of the
applicable fuel in Table C-1 of subpart C, title 40, Code of Federal
Regulations, Part 98. This value shall include any energy from fuel
combusted in an onsite electricity generation or cogeneration unit. This
value shall exclude energy to generate the steam accounted for in the

“Sconsumed” term;

“Bruel” Is the emissions efficiency benchmark per unit of energy from fuel
combustion, 0.05307 California GHG Allowances/MMBtu;

“esog” IS the historical baseline annual arithmetic mean amount of

electricity sold or provided for off-site use, measured in MWhs;
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“Belectiicity” 1S the emissions efficiency benchmark per unit of electricity sold

or provided to off-site end users, 0.431 California GHG Allowances/MWh;

“AF4 " is the assistance factor for budget year “t” assigned to_the

facility eaeh-activity—a” as specified in Table 8-1; and

“cat” Is the adjustment factor for budget year “t” assigned to_the
facility each activity “a” to account for cap decline as specified in Table 9-
2.

(1) Data Sources.
(A) Indetermining the appropriate baseline values, the Executive
Officer may employ all available data reported to ARB
under -MRR for data years 2008-2010. If necessary, the
Executive Officer will solicit additional data to establish a
representative baseline allocation.
(B)  Recognition of California Climate Action Registry membership.
If a facility reported facility level, third-party verified, greenhouse
gas emissions data to the California Climate Action Registry for
data years 2000-2007, the Executive Officer may consider these
years in determining the representative annual baseline value.
If necessary the Executive Officer will solicit additional data for
these data years.
(2) Maximum Free Allocation. The Executive Officer shall ensure that the
annual amount of California GHG Allowances directly allocated under
the energy-based methodology to a covered entity for operations at a
facility shall not exceed 110% of the maximum annual level of
greenhouse gas emissions, adjusted for steam purchases and sales
and electricity sales, emitted during the historical data years used in

establishing the baseline allocation for the facility in question.
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®3)

New Entrants. For cGovered entities-of facilities that were not in

operation covered under the California Cap-and-Trade Program prior

to 2011 2012 and are eligible for free allocation under the energy-
based methodology, allowances shall be assessed-a-baseline-annual

allocation-based-on-expected-activity-levels-as determined by the

Executive Officer using the following methodology.

(A)

Opt-In Covered Entities without Historical Baseline Emissions

Data. For opt-in covered entities of facilities that have no

historical emissions data reported to ARB under MRR, the

Executive Officer shall calculate the amount of California GHG

Allowances directly allocated under the energy-based

methodology annually using the following formula:

A, = (Fl“n'ncﬂmprl'acf' * Bpool — ecnlﬂ‘pcf * Bmppr) * AF, 5 *Ccp_o

Where:

“A¢” is the amount of California GHG Allowances directly

allocated to the operator of an industrial facility with an enerqy-

based allocation from budget year “t”;

“t” is the budget year from which the direct allocation occurs;

“Fconsumed.est IS the estimated amount of energy produced due

to fuel combustion at a given facility, measured in MMBtu. This

value shall exclude fuel used to produce steam that is provided

or sold offsite. The Executive Officer shall calculate this value

based on measured higher heating values or the default higher

heating value of the applicable fuel in Table C-1 of subpart C,

title 40, Code of Federal Requlations, Part 98. The Executive
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Officer shall calculate this value utilizing any available data on

the design of the facility and equipment;

“Bruel” is the emissions efficiency benchmark per unit of energy
from fuel combustion, 0.05307 California GHG
Allowances/MMBtu;

“esold.est 1S the estimated amount of electricity sold or provided

for off-site use, measured in MWh. The Executive Officer shall

calculate this value utilizing any available data on the design of

the facility and equipment;

“Belectricity 1S the emissions efficiency benchmark per unit of

electricity sold or provided to off-site end users, 0.431 California
GHG Allowances/MWh:

“AF ;" is the assistance factor for budget year “t” assigned to the

facility activity as specified in Table 8-1; and

“cy”_is the adjustment factor for budget year “t” assigned to the

facility activity to account for cap decline as specified in Table 9-
2.

Entities with Transitional Emissions Data. For covered entities

or opt-in covered entities that are classified as transitional in the
stability formula in 95891(c)(3)(D), the Executive Officer shall

calculate the amount of California GHG Allowances directly

allocated under the energy-based methodology annually using

the following formula:
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A, = (F, % 0.05307 + (Spurchasear = Ssorae) * 0.06244 — gy, x 0.431) x AF, * c,

+ TrueUp

Where:

“A¢” is the amount of California GHG Allowances directly

allocated to the operator of an industrial facility with an enerqy-

based allocation from budget year “t”;

“t” is the budget year from which the direct allocation occurs;

“F¢" is the annual amount of energy produced due to fuel

combustion at a given facility, measured in MMBtus. The

Executive Officer shall calculate this value based on measured

higher heating values or the default higher heating value of the

applicable fuel in Table C-1 of subpart C, title 40, Code of

Federal Requlations, Part 98. This value shall include any

enerqgy from fuel combusted in an onsite electricity generation or

cogeneration unit;

“Spurchased.t 1S the annual amount of steam purchased for year
“t” by the facility in MMBtu as reported to ARB under MRR;

“Ssoidi” IS the annual amount of steam provided or sold for year
“t” from the facility in MMBtu as reported to ARB under MRR;

“esadt IS the annual amount of electricity sold for year “t” from
the facility in MWh as reported to ARB under MRR;

“AFE " _is the assistance factor for budget year “t” assigned to

the facility activity as specified in Table 8-1;
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“cy”_is the adjustment factor for budget year “t” assigned to the

facility activity to account for cap decline as specified in Table 9-

2; and

“trueup” is the amount of true-up allowances allocated to

account for changes in production or allocation not properly

accounted for in prior allocations. This value of allowances for

budget year “t” shall be allowed to be used for budget year “t-2”
pursuant to section 95856(h)(1)(C) and 95856(h)(2)(C). This

value is calculated using the following formula:

TruelUp = (BEr_') * AF; 5 % Cpp — Af'_'))

Where:

“At2" is the amount of California GHG Allowances directly

allocated to the operator of an industrial facility with an enerqy-

based allocation from budget year “t-2";

“t-2" is the year two years prior to year “t”;

“AF.," is the assistance factor for budget year “t-2” assigned to

the facility activity as specified in Table 8-1;

“c.2”_is the adjustment factor for budget year “t-2” assigned to

the facility activity to account for cap decline as specified in

Table 9-2;
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“BE.," is the baseline annual greenhouse gas emissions for

vear “t-2" adjusted for steam purchases and sales and electricity

sales using the following equation:

BE, ; =F, ;*0.05307 + (Spurcnaseas—2 = Ssoiae—z) * 0.06244 — e gy, 5 * 0.431

Where:

“F" is the annual amount of energy produced due to fuel

combustion at a given facility, measured in MMBtus. The

Executive Officer shall calculate this value based on measured

higher heating values or the default higher heating value of the

applicable fuel in Table C—-1 of subpart C, title 40, Code of

Federal Requlations, Part 98. This value shall include any

energy from fuel combusted in an onsite electricity generation or

cogeneration unit;

“Spurchased.t-2 IS the annual amount of steam purchased for year
“t-2” by the facility in MMBLtu;

“Ssoldt-2” 1S the annual amount of steam sold for year “t-2” from
the facility in MMBtu; and

“esoldt2" IS the annual amount of electricity sold for year “t-2”
from the facility in MWh.

Entities with Stable Emissions Data. For covered entities or opt-

in covered entities classified as stable in the stability formula in
95891(c)(3)(D), the Executive Officer shall calculate the amount

of California GHG Allowances directly allocated under the

energy-based methodology annually using the methodology in
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95891 (c). The allocation for all subsequent years shall be

determined using this methodology.

(1) Data Years. The data years used in determining the

appropriate baseline values shall match “t-2”, “t-3", and

“t-4” used in the stability formula when the emissions

were first classified stable. The Executive Officer may

employ all available data reported to ARB under MRR. If

necessary, the Executive Officer will solicit additional

data to establish a representative baseline allocation.

(D)  Stability Formula for New Entrants. The following formula

classifies the allocation methodology for budget year “t”:

BE,_, + BE,_,
BE; , — 2
0.10 > (Stable)

BEt_p

BE,_, + BE,_

BEL‘—Z _ t—4 > t—3 N
010 < (Transitional)
BEt_

Where:

“t” is the budget year from which the direct allocation occurs;

“t-2" is the year two years prior to year “t”;

“t-3” is the year three years prior to year “t”;

“t-4" is the year four years prior to year “t”; and

“BE." is the baseline annual greenhouse gas emissions for year

“t” adjusted for steam purchases and sales and electricity sales

using the following equation:
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(d)

(4)

BE, = F, * 0.05307 + (Spurcnasear = Ssorae) * 0.06244 — ecyq, * 0.431

Where:

“F¢" is the annual amount of energy produced due to fuel

combustion at a given facility, measured in MMBtus. The

Executive Officer shall calculate this value based on measured

higher heating values or the default higher heating value of the

applicable fuel in Table C-1 of subpart C, title 40, Code of

Federal Requlations, Part 98. This value shall include any

enerqgy from fuel combusted in an onsite electricity generation or

cogeneration unit;

“Spurchased.t 1S the annual amount of steam purchased for year
“t” by the facility in MMBtu;

“Ssoldt” IS the annual amount of steam sold for year “t” from the
facility in MMBtu; and

“esolgt IS the annual amount of electricity sold for year “t” from the

facility in MWh.

Facility Closures. Covered entities that are no longer subject to the
Cap-and-Trade Program due to reduced emissions or facility closure
as determined pursuant to section 95812(e) shall no longer be eligible
to receive allowances.
First Compliance Period Refining Sector Allocation Calculation
Methodology. For the budget years 2013-2014, the Executive Officer shall
calculate the amount of California GHG allowances allocated to an

individual petroleum refinery annually using the following methodology.
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(1) Facilities without an Ell value. For refineries that did not participate in
the 2008 Solomon Energy Review, or that do not have a representative
Ell value as determined by the Executive Officer, allowances will be

allocated using the following eguation approach:
(A) Initial allocations for 2013 and 2014 vintage allowances will be

allocated using the following equations:

If: Oxt—2 * Bp ¥ ¢ * AFgy < BEx * c ¢ x AFp,
Then AX,t = 0X,t—2 * BR *C ¢ * AFR,II

If: Ox -2 * BR ¥ ¢ * AFgy > BEx * c ¢ x AFp
Then: Ay, = BEx * c ¢ x AFg,
Where:
“Ax." is the allocation to refinery “X” without an Ell value for year
e

“Ox,t2” Is the output of primary refinery products, in barrels, from

refinery “X” in year “t-2”;

“BRr” is the benchmark for primary products produced by the
refining sector, equal to 0.0462 metric tons of allowances per

barrel of primary product;

“AFr (" is the assistance factor for budget year “t” assigned to

petroleum refining as specified in Table 8-1; and
“ct” Is the adjustment factor for budget year “t” assigned to

petroleum refining to account for cap decline as specified in
Table 9-2.
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“BEx” is the baseline average annual greenhouse gas emissions
for refinery “X” adjusted for steam purchases and sales and

electricity sales using the following equation:

BEX = GHG + (SPurchased - SSOld) * 0.06244 — €so1d * 0.431

“GHG” is the annual arithmetic mean amount of greenhouse gas

emissions from the refinery;

“Spurchased” IS the annual arithmetic mean amount of steam

purchased by the refinery in MMBtu;

“Ssoq” IS the annual arithmetic mean amount of steam sold from

the refinery in MMBtu;

“esold” IS the annual arithmetic mean amount of electricity sold

from the refinery in MWh;

To calculate these values, the Executive Officer may employ
data reported to ARB for data years 2008-2010. If the facility
reported facility-level, third-party verified, greenhouse gas
emissions data to the California Climate Action Registry for data
years 2006-2007, the Executive Officer may consider these
years in determining representative baseline values. If
necessary, the Executive Officer will solicit data to establish a

representative baseline.

Trueup. In 2015 and 2016, allowance values as calculated in for

petroleum refineries Section 95891(b) will be adjusted to account

for actual 2013 and 2014 product output. The following equations

will be used to calculate the trueup using actual output:
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If: Oy,r_') * Bp ¥ €y o % AFp,r_')
<BEy*xC, ,* AFD'f'_')

Then: TrueU'Dy'f = (OY'f-_') * Bp *C 4 o % Aprf_')) - AY'f-_')

Where:

“TrueUpx,” is the amount true-up allowances allocated to

account for changes in production or allocation not properly

accounted for in prior allocations for refinery “X”. This value of

allowances for budget year “t” shall be allowed to be used for
budget year “t-2” pursuant to 95856(h)(1)(C) and 95856(h)(2)(C).

If: Oy, p*Bp*xcy ,*xAFp, ,
>BEy xcCcy 5 % AFD'f'_')

Then T'rueU'Dy'f- = (BEV ¥ C 4o * AFD'f-_')) — AY'f-_')

(2) Facilities with an Ell value. For refineries that participated in the 2008
Solomon Energy Review and have a representative Ell value,
allowances will be allocated using the following approach:

(A) Initial Allocations. 2013 and 2014 vintage allowances will be

allocated using the following equation:

Ay = BEy * DFy * F;

Where:

“Avy " is the initial allocation to refinery “Y” that has an Ell value for

year “t”;
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“BEy” is the baseline average annual greenhouse gas emissions
for refinery “Y” adjusted for steam purchases and sales and
electricity sales using the following equation:

BEy = GHG + (Spyurchased — Ssoia) * 0.06244 — egyq * 0.431

“GHG”, for the purposes of this calculation, is the annual arithmetic

mean amount of greenhouse gas emissions from the refinery;

“Spurchased” IS the annual arithmetic mean amount of steam

purchased by the refinery in MMBtu;

“Ssog” IS the annual arithmetic mean amount of steam sold from the

refinery in MMBLu;

“esold” IS the annual arithmetic mean amount of electricity sold from
the refinery in MWh;

To calculate these values, the Executive Officer may employ data
reported to ARB for data years 2008-2010. If the facility reported
facility level, third-party verified, greenhouse gas emissions data to
the California Climate Action Registry for data years 2006-2007, the
Executive Officer may consider these years in determining
representative baseline values. If necessary, the Executive Officer
will solicit data to establish a representative baseline allocation;

“DFy " is a distribution factor calculated as:

DFy, = ((Avg /Elly) + Adj.) /(1 + Adj,)
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"Avg” is the weighted average Ell for all facilities with Ell values
calculated as:
pog = ZBE
2(BEy/Elly)
“Elly” is the Solomon Energy Intensity Index (EIl) for facility Y for
2008, 2009 or 2010 as determined to be representative by the
Executive Officer. For the purposes of this calculation, Ell values

shall be rounded to one digit after the decimal;

"Adj" is an adjustment factor designed to provide the facility with the

best Ell the most allowances relative to its baseline level:
Adje = ((Avg/Ellgest) * Fr — 1) / (1 — F)

“Ellgest” is the EIll of most efficient facility (lowest Ell in sector);
“F{" is a fraction calculated as:

_ SAc— X Ax:
¢ Y. BEy

“SA:” is the allocation to refining sector for year “t” specified in
section 95870(e)(2)(A);
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(€B) True-up Gredit—tactual2013-and-2014-emissions-are-greaterthan

Allowance values for 2015 and 2016 as calculated for petroleum

refineries in Section 95891 (b) will be adjusted to account for actual

2013 and 2014 output and emissions. The following equation will

be used to calculate the TrueUp allowance value:

TrueUDV'f' = [(AEV,f- * DF,V,f- * F’f’) - (AV'f')]

Where:

“Ay Credi

o Off nern Y s . " _

“‘DF’y;” and F’; are calculated using actual 2013 and 2014

emissions and a revised sector allocation reflecting actual 2013 and

2014 output
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“AEy;" = Actual GHG emissions from a facility in year “t” adjusted

for heat sales and purchases and electricity sales.

“TrueUpy :"is the amount true-up allowances allocated to account

for changes in production or allocation not properly accounted for in

prior allocations for refinery “Y”. This value of allowances for budget

yvear “t” shall be allowed to be used for budget year “t-2" pursuant to
95856(h)(1)(C) and 95856(h)(2)(C).

Allocation to University Covered Entities and Public Service Facilities. The

Executive Officer shall calculate the amount of allowances directly

allocated to a University or a public service facility using the following

formulas:

(1)

Budget Year 2015 Allocation. For budget year 2015, the Executive

Officer shall calculate the amount of California GHG Allowances

directly allocated to eligible University Covered Entities or Public

Service Facilities using the following formula.

2014

A')n1': = (F/‘n'nm:mari * BF‘NDI — Coo1d * Balari’rirt’f’y) * C¢ + Y‘ TrueUny

y=2013

Where:

“Ar015” is the amount of California GHG allowances directly

allocated to a university or public service facility from budget year
2015;

“Fconsumed_1S the historical baseline annual arithmetic mean amount

of energy produced due to fuel combustion at the facility, measured

in MMBtus. The Executive Officer shall calculate this value based

on measured higher heating values or the default higher heating
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value of the applicable fuel in Table C-1 of subpart C, title 40, Code

of Federal Requlations, Part 98. This value shall include any energy

from fuel combusted in an onsite electricity generation or

cogeneration unit.

“Bruel” IS the emissions efficiency benchmark per unit of energy
from fuel combustion, 0.05307 California GHG Allowances/MMBtu;

“esold” 1S the historical baseline annual arithmetic mean amount of

electricity sold or provided for off-site use, measured in MWhs;

“Belectricity 1S the emissions efficiency benchmark per unit of

electricity sold or provided to off-site end users, 0.431 California
GHG Allowances/MWh:

“c¢" is the adjustment factor for budget year “t” to account for cap

decline as specified in Table 9-2.

“TrueUp” is the amount of true-up allowances allocated to account

for changes in allocation not properly accounted for in prior

allocations. This value of allowances for budget year 2015 shall be

allowed to be used for budget year 2013 pursuant to section
95856(h)(1)(C) and 95856(h)(2)(C). This value is calculated using

the following formula:

TrueUD:}I = (an'nc‘nmarf * BF"”DI — Coo1d * BDIDI‘f“V'l'I‘!'f‘}I) * C}I

Where:

“v" is the calendar year to which the trueup is correcting, 2013 and
2014.
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Budget Years 2016 to 2020 Allocation. For budget years 2016 to

2020, the Executive Officer shall calculate the amount of California

GHG Allowances directly allocated to eligible University Covered

Entities or Public Service Facility using the following formula.

Af- = (F/'n'nc'nmprl * BF"“DI — Coo1d * Bplprf-'ri/‘if-y) * Cy

Where:

“A¢” is the amount of California GHG allowances directly allocated

to a university or public service facility for budget years “t” from
2016 to 2020.

Data Sources. In determining the appropriate baseline values, the

Executive Officer may employ all available data reported to ARB
under MRR for data years 2008 through 2013.

Reporting on the Use of Allowance Value. No later than June 30,

2016, and each calendar year thereafter, each university and public

service facility shall submit a report to the Executive Officer

describing the disposition of any allowance value received in the

prior calendar year, and how the allowance value was used to

reduce greenhouse gas emissions and achieve additional

environmental and economic benefits for California. This report

shall include:
(A) The monetary value of allowances received by the university

or public service facility. The university or public service

facility shall calculate the value of these allowances based

on the average market clearing price of the four quarterly

auctions held in the same calendar year that the allowances

are allocated; and
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(B) How the university or public service facility’s disposition of

the monetary value of allowances complies with the

requirements of California Health and Safety Code sections
38500 et seq.

Adjustment to Allowance Allocation of a Legacy Contract Counterparty.

The Executive Officer shall subtract the allocation adjustment from the

number of California GHG Allowances directly allocated to Legacy
Contract Counterparty pursuant to 95891(b) through 95891(d):

2014

Adjon,s = Y‘ GHG, * c;
A

t=2013

Where:

“Adj.015” is the allocation adjustment for budget year 2015. This number

shall be subtracted from the number of California GHG allowances directly

allocated to a legacy contract counterparty for budget year 2015.

‘GHG,c” are the Legacy Contract Emissions calculated pursuant to data

reported to MRR under the legacy contract for 2012 emissions; and

Q) In the case that the allocation adjustment is greater than the

number California GHG Allowances directly allocated to a Legacy
Contract Counterparty pursuant to 95891 (b) through 95891(d), the

allocation adjustment shall be equal to the number California GHG

Allowances directly allocated to the legacy contract counterparty.
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Table 9-2: Cap Adjustment Factors for Allowance Allocation

Budget Cap Cap Adjustment Factor (c) for Sectors with Process
Year | Adjustment Emissions Greater Than 50%
Factor (c) Sector NAICS Activity
o) A_” S Nitrogenous Nitric Acid Production
Direct | rertilizer 325311 [ Caicium Ammonium
Allocation | Manufacturing Nitrate Solution Production
Cement
manufacturing 327311 Cement manufacturing
Lime
manufacturing 327410 Dolime Manufacturing
2013 0.981 0.991
2014 0.963 0.981
2015 0.944 0.972
2016 0.925 0.963
2017 0.907 0.953
2018 0.888 0.944
2019 0.869 0.935
2020 0.851 0.925

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.
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8§ 95892. Allocation to Electrical Distribution Utilities for Protection of

Electricity Ratepayers.

(@)

(b)

(1)

(2)

®3)

Allocation to Individual Electrical Distribution Utilities. The allowances
allocated to each electrical distribution utility from each budget year shall
be the electrical distribution utility sector allocation calculated pursuant to
section 95870(d) for the budget year multiplied by the percentage
allocation factors specified in Table 9-3. Any allowance allocated to
electrical distribution utilities must be used exclusively for the benefit of
retail ratepayers of each such electrical distribution utility, consistent with
the goals of AB 32, and may not be used for the benefit of entities or
persons other than such ratepayers.

Transfer to Utility Accounts.

Investor Owned Utilities. The Executive Officer will place allowances

in the limited use holding account created for each electrical

corporation.

Publicly Owned Electric Utilities or Electrical Cooperatives. When a

publicly owned electric utility or electrical cooperative is eligible for a

direct allocation, it shall inform the Executive Officer of the amounts to

be placed:

(A) Inthe compliance account of an electrical generating facility
operated by a publicly owned electric utility, an electrical
cooperative, or a Joint Powers Agency in which the electrical
distribution utility or electrical cooperative is a member and with
which it has a power purchase agreement; or

(B) Inthe publicly owned electric utility’s or electrical cooperative’s
limited use holding account.

Publicly owned electric utilities or electrical cooperatives receiving a

direct allocation must inform the Executive Officer of the accounts in

which the allocations are to be placed by September 1, or the first
business day thereafter.
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()
(1)

(2)

(d)
(1)

(2)

®3)

(4)

(5)

Monetization Requirement.

In 2012 an electrical distribution utility must offer one third of the

allowances placed in its limited use holding account in 2012 for sale at

the auction scheduled for 2012.

Within each calendar year after 2012, an electrical distribution utility

must offer for sale at auction all allowances in its limited use holding

account that were issued:

(A)  From budget years that correspond to the current calendar year;
and

(B) From budget years prior to the current calendar year.

Limitations on the Use of Auction Proceeds and Allowance Value.

Proceeds obtained from the monetization of allowances directly
allocated to a publicly owned electric utility shall be subject to any
limitations imposed by the governing body of the utility and to the
additional requirements set forth in sections 95892(d)(3-5) and
95892(e).
Proceeds obtained from the monetization of allowances directly
allocated to investor owned utilities shall be subject to any limitations
imposed by the California Public Utilities Commission and to the
additional requirements set forth in sections 95892(d)(3-5) and
95892(e).
Auction proceeds and allowance value obtained by an electrical
distribution utility shall be used exclusively for the benefit of retail
ratepayers of each electrical distribution utility, consistent with the
goals of AB 32, and may not be used for the benefit of entities or
persons other than such ratepayers.

Investor owned utilities shall ensure equal treatment of their own
customers and customers of electricity service providers and
community choice aggregators.

Prohibited Use of Allocated Allowance Value. Use of the value of any

allowance allocated to an electrical distribution utility, other than for
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(e)

(1)

(2)

3)

(4)

the benefit of retail ratepayers consistent with the goals of AB 32 is
prohibited, including use of such allowances to meet compliance
obligations for electricity sold into the California Independent System

Operator markets.

Reporting on the Use of Auction Proceeds and Allowance Value. No later
than June 30, 2014, and each calendar year thereafter, each electrical
distribution utility shall submit a report to the Executive Officer describing
the disposition of any auction proceeds and allowance value received in

the prior calendar year. This report shall include:

The monetary value of auction proceeds received by the electrical
distribution utility;

How the electrical distribution utility’s disposition of such auction
proceeds complies with the requirements of this section and the
requirements of California Health and Safety Code sections 38500 et
seq.;

The monetary value of allowances received by the electrical
distribution utility which were deposited directly into electrical
generating facility compliance accounts. The electrical distribution
utility shall calculate the value of these allowances based on the
average market clearing price of the four quarterly auctions held in the
same calendar year that the allowances are allocated; and

How the electrical distribution utility’s disposition of the monetary value
of allowances, deposited directly into compliance accounts, complies
with the requirements of this section and the requirements of California
Health and Safety Code sections 38500 et seq.
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Table 9-3: Percentage of Electric Sector Allocation Allocated to Each Utility

Utility Name | Utility | Annual % of Total Electric Sector Allocation to Utility

Type

(1) 2013 2014 2015 2016 2017 2018 2019 2020
PG&E IoU 26.02909% | 26.34522% | 26.01510% | 26.21500% | 27.21147% | 26.91164% | 27.21091% | 27.22981%
LADWP POU 14.18332% | 14.18925% | 14.00829% | 14.43473% | 14.91438% | 15.28169% | 14.96326% | 14.04837%
SCE IoU 34.01733% | 33.58115% | 34.04480% | 32.69831% | 30.32124% | 29.84140% | 29.46661% | 29.71342%
SDG&E IoU 7.21940% 6.96087% 6.96792% 7.08933% 7.29010% 7.24815% 7.28721% 7.38964%
SMUD POU 3.28172% 3.28283% 3.21338% 3.30147% 3.44817% 3.57259% 3.70519% 3.83415%
City of Anaheim | POU 2.07532% 2.12074% 2.11355% 2.19270% 2.20963% 2.27089% 2.30639% 2.35434%
City of Azusa
(Azusa Light & | POU
Water) 0.18055% 0.18489% 0.18858% 0.19402% 0.20119% 0.20555% 0.21082% 0.21761%
City of Banning | POU 0.09772% 0.10169% 0.10327% 0.10646% 0.11074% 0.11334% 0.11631% 0.12050%
City of Burbank | POU 0.65354% 0.66027% 0.66532% 0.67128% 0.68296% 0.68319% 0.68787% 0.69354%
City of Cerritos | POU 0.01827% 0.01887% 0.01945% 0.02004% 0.02090% 0.02128% 0.02186% 0.02240%
City of Colton POU 0.24485% 0.25185% 0.25876% 0.26535% 0.27437% 0.27891% 0.28559% 0.29302%
City of Glendale
(Water and POU
Power) 0.65850% 0.66238% 0.66100% 0.67150% 0.69049% 0.69592% 0.68391% 0.70039%
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Utility Name Utility | Annual % of Total Electric Sector Allocation to Utility

Type

Q) 2013 2014 2015 2016 2017 2018 2019 2020
City of Pasadena
(Pasadena Water and POU
Power) 0.80141% | 0.80710% | 0.80920% | 0.82057% | 0.83784% | 0.86949% | 0.87876% | 0.89190%
City of Riverside POU 1.12865% | 1.13669% | 1.13121% | 1.17999% | 1.20482% | 1.24829% | 1.27103% | 1.30954%
City of Vernon POU 0.41385% | 0.42014% | 0.42987% | 0.43256% | 0.44276% | 0.44174% | 0.42961% | 0.42477%
Imperial Irrigation District POU 1.77241% | 1.81456% | 1.82936% | 1.90056% | 1.97281% | 2.00476% | 2.05350% | 2.11597%
Modesto ID POU 1.26426% | 1.28335% | 1.27289% | 1.30523% | 1.34388% | 1.35267% | 1.36746% | 1.40098%
City of Alameda POU 0.05321% | 0.05746% | 0.05675% | 0.06140% | 0.06253% | 0.07244% | 0.07403% | 0.07561%
City of Biggs POU 0.00680% | 0.00729% | 0.00674% | 0.00681% | 0.00733% | 0.00711% | 0.00710% | 0.00721%
City of Gridley POU 0.01517% | 0.01551% | 0.01571% | 0.01601% | 0.01650% | 0.01657% | 0.01654% | 0.01666%
City of Healdsburg POU 0.03290% | 0.03271% | 0.03126% | 0.03325% | 0.03567% | 0.03777% | 0.03889% | 0.04195%
City of Lodi POU 0.16616% | 0.16780% | 0.16385% | 0.16740% | 0.17419% | 0.17518% | 0.17494% | 0.17995%
City of Lompoc POU 0.04956% | 0.04985% | 0.04887% | 0.05136% | 0.05400% | 0.05438% | 0.05442% | 0.05635%
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Utility Name Utility Annual % of Total Electric Sector Allocation to Utility
Type
(1) 2013 2014 2015 2016 2017 2018 2019 2020

City of Palo Alto POU 0.35530% | 0.35717% | 0.34944% | 0.35460% | 0.36639% | 0.36628% | 0.36537% | 0.37403%
City of Redding POU 0.44750% | 0.50262% | 0.50106% | 0.51053% | 0.52983% | 0.54582% | 0.54607% | 0.55913%
City of Roseville POU 0.48831% | 0.50123% | 0.50861% | 0.53058% | 0.55609% | 0.54800% | 0.54623% | 0.55111%
City of Ukiah POU 0.03536% | 0.03503% | 0.03265% | 0.03550% | 0.03905% | 0.04202% | 0.04340% | 0.04460%
Plumas-Sierra Rural COOP
Electric Cooperation 0.06414% | 0.06559% | 0.06670% | 0.06763% | 0.06929% | 0.06923% | 0.06894% | 0.06892%
Port of Oakland POU 0.03277% | 0.03345% | 0.03411% | 0.03438% | 0.03491% | 0.03467% | 0.03451% | 0.03432%
Silicon Valley Power POU 1.13125% | 1.14819% | 1.13895% | 1.20823% | 1.29624% | 1.33330% | 1.33645% | 1.38438%
Truckee-Donner Public POU
Utility District 0.12089% | 0.12415% | 0.12749% | 0.13067% | 0.13480% | 0.13722% | 0.14051% | 0.14406%
Turlock Irrigation District POU 0.94012% | 0.97157% | 0.98772% | 1.01291% | 1.05443% | 1.06803% | 1.06840% | 1.08659%

. 0.04803% | 0.04922% | 0.05093% | 0.05159% | 0.05284% | 0.05386%
Anza Electric COOP
Cooperative, Inc. 0.02028% | 0.02102% | 0.02181% | 0.02237% | 0.02320% | 0.02348% | 0.02405% | 0.02443%
Bear Valley Electric
Service Golden State [0]U]
Water Company 0.00006% | 0.00006% | 0.00006% | 0.00007% | 0.00007% | 0.00007% | 0.00007% | 0.00007%

193




Utility Name utility | Annual % of Total Electric Sector Allocation to Utility

Type

(1) 2013 2014 2015 2016 2017 2018 2019 2020
City of Needles POU 0.01027% | 0.01086% | 0.01148% | 0.01183% | 0.01248% | 0.01250% | 0.01284% | 0.01316%
City of Rancho POU
Cucamonga 0.02559% | 0.02653% | 0.02753% | 0.02822% | 0.02928% | 0.02961% | 0.03034% | 0.03104%
City and County of San POU
Francisco 0.09929% | 0.11620% | 0.13435% | 0.15375% | 0.17430% | 0.19643% | 0.22009% | 0.24157%
City of Shasta Lake
(Shasta Dam Area Public | POU
Utility District) 0.05182% | 0.05360% | 0.05499% | 0.05689% | 0.05994% | 0.06088% | 0.06253% | 0.06489%
Lassen Municipal Utility POU
District 0.05079% | 0.05279% | 0.05492% | 0.05638% | 0.05866% | 0.05927% | 0.06075% | 0.06219%
Merced Irrigation District POU 0.17105% | 0.17687% | 0.18268% | 0.18770% | 0.19525% | 0.19791% | 0.20285% | 0.20835%
Moreno Valley Utilities POU 0.03929% | 0.04073% | 0.04227% | 0.04334% | 0.04495% | 0.04547% | 0.04657% | 0.04765%

PTHRY

Kirkwood Meadows {oy-POU
Public Utility District 0.00306% | 0.00317% | 0.00329% | 0.00337% | 0.00350% | 0.00354% | 0.00362% | 0.00369%
Port of Stockton POU 0.00538% | 0.00558% | 0.00579% | 0.00594% | 0.00616% | 0.00623% | 0.00638% | 0.00648%
Power and Water
Resource Pooling POU
Authority 0.06650% | 0.06899% | 0.07018% | 0.07365% | 0.07980% | 0.08118% | 0.08378% | 0.08727%
Sierra-Pacific Power POU-IOU | 0.22625% | 0.23453% | 0.24340% | 0.24957% | 0.25888% | 0.26194% | 0.26839% | 0.27259%
CompanyCalifornia
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Pacific Electric Company

Utility Name Utility Annual % of Total Electric Sector Allocation to Utility

Type

(1) 2013 2014 2015 2016 2017 2018 2019 2020

. . 0.03167% | 0.03251% | 0.03384% | 0.03419% | 0.03505% | 0.03541%

Surprise Valley Electrical COOP
Corporation 0.05381% | 0.05578% | 0.05789% | 0.05936% | 0.06158% | 0.06230% | 0.06384% | 0.06484%
Trinity Public Utility POU
District 0.00000% | 0.00000% | 0.00000% | 0.00000% | 0.00000% | 0.00000% | 0.00000% | 0.00000%
WAPA POU 0.33271% | 0.35496% | 0.37846% | 0.39096% | 0.41612% | 0.41522% | 0.42716% | 0.43040%
Valley Electric COOP
Association, Inc. 0.00012% | 0.00012% | 0.00013% | 0.00013% | 0.00014% | 0.00014% | 0.00014% | 0.00014%
Victorville Municipal POU 0.02385% | 0.02472% | 0.02566% | 0.02631% | 0.02729% | 0.02761% | 0.02829% | 0.02873%
Hercules POU 0.00656% | 0.00674% | 0.00687% | 0.00711% | 0.00747% | 0.00761% | 0.00782% | 0.00813%
City of Industry POU 0.00910% | 0.00945% | 0.00982% | 0.01008% | 0.01047% | 0.01058% | 0.01085% | 0.01101%
Corona POU 0.06050% | 0.06248% | 0.06438% | 0.06621% | 0.06897% | 0.06999% | 0.07176% | 0.07331%
Pittsburg Power (Island) POU 0.00407% | 0.00429% | 0.00452% | 0.00466% | 0.00492% | 0.00494% | 0.00507% | 0.00513%
Eastside POU 0.00487% | 0.00522% | 0.00558% | 0.00577% | 0.00616% | 0.00613% | 0.00631% | 0.00635%
PacifiCorp 10U 0.75511% | 0.77388% | 0.79208% | 0.81600% | 0.84143% | 0.86742% | 0.89439% | 0.92339%

(1) 10U = Investor Owned Electric Utility, POU = Publicly Owned Electric Utility, COOP = Rural Electric Cooperative
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NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

8 95893. Allocation to Natural Gas Suppliers for Protection of Natural Gas

Ratepayers.

(a)

Allocation to Individual Natural Gas Suppliers. For each budget year, each

natural gas supplier’s allocation will be calculated as follows Any

allowance allocated to natural gas suppliers must be used exclusively for

the benefit of retail ratepayers of each such natural gas supplier,

consistent with the goals of AB 32, and may not be used for the benefit of

entities or persons other than such ratepayers.

A(‘,f— =FE,013 % Cat

Where:

“Ac." is the amount of California GHG allowances directly allocated to the

natural gas supplier “S” from budget year “t";

“E-q152 IS the emissions for natural gas supplier “S” for budget year 2013,

as calculated using the compliance obligation calculation methods under
section 95852(c);

cq¢" 1s the adjustment factor for budget year “t” to account for cap decline

as specified in Table 9-2; and

Transfer to Utility Accounts.

(1) When a natural gas supplier as defined in section 95811(c) is

eligible for a direct allocation, it shall inform the Executive Officer by

September 1, or the first business day thereafter of the amount of
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allowances to be placed into its Compliance and Limited Use

Holding Account with the following constraints:

(A) The quantity of allowances placed into the Limited
Use Holding Account will equal at least the amount of

allowances provided in section 95893(a) multiplied by the

applicable percentage in Table 9-4.

(B) The remaining allowances from the allowances

allocated in section 95893(a) and the allowances placed into
the Limited Use Holding Account in section 95893 (b)(1)(A)

will be placed into the Compliance Account.

Monetization Requirement.

1)

Beqginning in 2015 and each calendar year thereafter, a natural gas

supplier must offer for sale at auction specified allowances in its

limited use holding account equal to at least the amount of

allowances provided in section 95893(a) multiplied by the

applicable percentage in Table 9-4;

Limitations on the Use of Auction Proceeds and Allowance Value.

(1)

Proceeds obtained from the monetization of allowances directly

allocated to a publicly owned natural gas utility shall be subject to

any limitations imposed by the governing body of the utility and to

the additional requirements set forth in sections 95893(d)(3)
through 95893(d)(5) and 95893(e).
Proceeds obtained from the monetization of allowances directly

allocated to public utility gas corporations shall be subject to any

limitations imposed by the California Public Utilities Commission

and to the additional requirements set forth in sections 95893(d)(3)
through 95893(d)(5) and 95893(e).
Auction proceeds and allowance value obtained by a natural gas

supplier shall be used exclusively for the benefit of retail ratepayers

of each natural gas supplier, consistent with the goals of AB 32,

and may not be used for the benefit of entities or persons other
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than such ratepayers. Any revenue returned to ratepayers must be

done in a non-volumetric manner.

(4) Public utility gas corporations shall ensure equal treatment of their

procurement and delivery customers and delivery-only customers.

(5) Prohibited Use of Allocated Allowance Value. Use of the value of

any allowance allocated to a natural gas supplier, other than for the

benefit of retail ratepayers consistent with the goals of AB 32 is

prohibited.
Reporting on the Use of Auction Proceeds and Allowance Value. No later

than June 30, 2016, and each calendar year thereafter, each natural gas

supplier shall submit a report to the Executive Officer describing the

disposition of any auction proceeds and allowance value received in the

prior calendar year. This report shall include:

(1) The monetary value of auction proceeds received by the natural

gas supplier;
(2) How the natural gas supplier’s disposition of such auction proceeds

complies with the requirements of this section and the requirements

of California Health and Safety Code sections 38500 et seq.;

(3) The monetary value of allowances received by the natural gas

supplier which were deposited directly into its compliance account.

The natural gas supplier shall calculate the value of these

allowances based on the average market clearing price of the four

quarterly auctions held in the same calendar year that the

allowances are allocated; and

(4) How the natural gas supplier’s disposition of the monetary value of

allowances, including those deposited directly into its compliance

account, complies with the requirements of this section and the

requirements of California Health and Safety Code sections 38500

et seq.
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Table 9-4: Percentage Consignment Requirements for Natural Gas Utilities

by Year

IN
lw

Compliance
Period

Year 2015 | 2016 | 2017 |2018 | 2019 | 2020

Percent

. 25% 30% 35% 40% 45% 50%
Consigned

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

8 95894. Allocation to Legacy Contract Generators for Transition

Assistance.

(a) Demonstration of Eligibility. To be eligible to receive a direct allocation of

allowances under this section, the primary or alternate account

representative of a legacy contract generator shall submit the following in

writing via certified mail to the Executive Officer by June 30, 2014 or within

30 days of the effective date of this regulation, whichever is later:

(1) Aletter to ARB stating covered entity name, identification of legacy

contract counterparty, and statement requesting transition

assistance for emissions reported and verified for the previous

year's legacy contract emissions.

(2) Copy of the following portions from the legacy contract for which it

is seeking an allocation;

(A) Dates of effective commencement and cessation of terms of

contract.

(B) Terms governing price per unit of product

(C) Signature page

(3) An attestation under penalty of perjury under the laws of the State

of California that:
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SRS

(A) Each legacy contract does not allow the covered entity to

recover the cost of legacy contract emissions from the

legacy contract counterparty purchasing electricity and/or

Qualified Thermal Output from the unit or facility;

(B) The legacy contract was originally executed prior to

September 1, 2006, remains in effect, and has not been

amended since that date to change the terms governing the

price or amount of electricity or Qualified Thermal Output

sold, the GHG costs, or the expiration date;

(C) The legacy contract emissions are not emissions accounted
for under the QF/CHP settlement; and
(D) The operator of the legacy contract generator made a good

faith effort, but was unable to renegotiate the legacy contract

with the counterparty to address recovery of the costs of

compliance with this regulation.

Data requested pursuant to Section 95894(d).

Opt-in covered entities are not eligible for transition assistance due

to legacy contract emissions.

If, subsequent to the submittal of the foreqoing information and

supporting documentation, there is any material change in the

information and statements provided to the Executive Officer, the

party who submitted such information and statements shall submit

a supplemental attestation and supporting materials addressing any

such material change to the Executive Officer within 30 days after

the change occurs.
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(b) Determination of Eligibility. Upon receipt of the information required by

paragraph (a) of this section, the Executive Officer shall determine

whether the party submitting such information has demonstrated that it is

eligible to receive a direct allocation of allowances pursuant to this section

and shall notify that party by September 30, 2014 if it is eligible to receive

allocation for the following compliance year.

(c) The Executive Officer shall calculate the number of California GHG

Allowances directly allocated due to the emissions under a legacy contract

from stand-alone electricity generating unit using the following formula:

(2) Using 2012 reported and verified legacy contract emissions for

2012 and 2013 from a stand-alone generation facility:

Arpis = (EEmlr * n,')n1'2) + (EEmlr * n,')n1A.)

Where

“A2015” is the number of vintage 2015 allowances directly allocated to

the Legacy Contract Generator based on calendar year 2012 Leqgacy

Contract Emissions reported and verified pursuant to MRR;

‘EEm .." is the emissions reported, in MTCO2e, associated with

electricity sold under the legacy contract in 2012; and

“cat” is the adjustment factor for budget year “t”

“a” to account for cap decline as specified in Table 9-2.

(d) The Executive Officer shall calculate the number of California GHG

Allowances directly allocated due to the emissions under a legacy contract

from a Cogeneration system using the following formula:
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(1) For 2012 reported and verified legacy contract emissions from a

cogeneration system:

Azo1s = ((Qic * Bs + Ejc * Be) * Cq2013) + ((Quc * Bs + Ej¢ * Be) * Cg2014)

Where:

“Ao015" IS the number of vintage 2015 allowances directly allocated to

the Legacy Contract Generator based on calendar year 2012 Leqgacy

Contract Emissions reported and verified pursuant to MRR;

“Qyc.” is the Qualified Thermal Output in MMBtu sold under a legacy
contract in data year 2012, as reported to MRR;

“E\c” is the electricity, in MWh, sold under the legacy contract in data

year 2012;

“Be” is the emissions efficiency benchmark per unit of electricity sold

or provided to off-site end users, 0.431 California GHG
Allowances/MWh;

“Bs” is the emissions efficiency benchmark per unit of Qualified
Thermal Output, 0.06244 California GHG Allowances/MMBtu thermal;
and

“Cat’ _is the cap decline factor for budget year “t” as specified in table
9-2.

(e) Data Sources. In determining the appropriate values for section 95894(c),

the Executive Officer may employ all available data reported to ARB under
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MRR for 2012 and all other relevant data, including invoices,

demonstrating the amount of electricity and Qualified Thermal Output sold

or provided for off-site use that 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.

() Contract Expiration or Amendment. Once a legacy contract expires or the

legacy contract generator closes operations, the legacy contract generator

will no longer be eligible for free allocation. If the legacy contract expires

before 2015, the allocation will be prorated for the time in which the

contract was eligible.

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

Subarticle 10: Auction and Sale of California Greenhouse Gas Allowances

§ 95910. Auction of California GHG Allowances.

(@) Timing of the Allowance Auctions.
(1) In 2012, an auction will held on November 14.
(2) Beginning in 2013 and through 2014, the auctions shall be conducted

on the twelfth business day in California or a jurisdiction operating an
External GHG ETS to which California has linked pursuant to
subarticle 12 of the second month of each calendar quarter.

(3) Bedqinning in 2015, auctions shall be conducted on the schedule

according to Appendix C.

(b)  General Requirements.
(1) Allowances allocated to the Auction Holding Account pursuant to
section 95870(b)(1)-(2) and (f)) will be designated to specific auctions

pursuant to section 95910(c).
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(2)

(€)

(1)

(2)

An allowance may be designated for auction prior to or after its vintage

year.

Allowances from future vintages will be auctioned separately from

allowances from current and previous vintages each quarter.

Auction of Allowances from the Current and Previous Budget Years.

(A)
(B)

(©)

(D)

This auction will be known as the Current Auction.
Beginning in 2013, one quarter of the allowances allocated for
auction from the current calendar year’s budget and the

allowances designated pursuant to Section 95911 (f)(3)(D) will

be designated for sale at each Current Auction.

The Current Auction will include allowances consigned to
auction pursuant to section 95910(d).

The Current Auction may include allowances from the current
and previous budget years which remained unsold at previous
auctions and which are designated for auction pursuant to
section 95911(f)(3). [staff considering multiple “current

auctions.”]

Auction of Allowances from Future Budget Years.

(A)
(B)

(©)

(D)

This auction will be known as the Advance Auction.

At the one Advance Auction taking place in 2012, the Executive
Officer will designate for sale all of the allowances allocated for
Advance Auction from the 2015 budget.

Beginning in 2013, one quarter of the allowances allocated for
Advance Auction from the budget year three years subsequent
to the current calendar year will be designated for sale at each
Advance Auction.

The Advance Auction will include allowances which were
returned to the Auction Holding Account following an Advance
Auction which resulted in unsold allowances, and which are

designated for auction pursuant to section 95911(f)(3).
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(d)

(1)

(2)

3)

(4)

Auction of Consigned Allowances.

An entity may consign allowances to the Executive Officer for sale at

the quarterly auctions only from a limited use holding account.

When the Executive Officer withdraws compliance instruments from

accounts closed pursuant to section 95831(c), accounts containing

allowances in excess of the holding limit pursuant to section

95920(b)(5), or accounts suspended or revoked pursuant to section
95921(9)(3):

(A)
(B)

Allowances shall be consigned to the next auction;

If, after review, the Executive Officer determines the withdrawn
ARB offset credits are valid, the Executive Officer will retire
them, withdraw a similar number of allowances from the Auction
Holding Account, and consign those allowances to auction in

place of the retired ARB offset credits.

Each consigning entity agrees to accept the auction settlement price

for allowances sold at auction.

Deadline for Consignment.

(A)

(B)

For the auction conducted in 2012, allowances designated for
consignment pursuant to section 95892(c) must be transferred
to the Auction Holding Account at least 10 days before the
auction.

Beginning in 2013 and through 2014, allowances consigned to

auction through a transfer to the Auction Holding Account at
least 75 days prior to the regular quarterly auction will be offered

for sale at that auction. This transfer must be completed by 5

p.m. Pacific Standard Time (or Pacific Daylight Time, when in

effect) on the 75 day before the auction.

Beqginning in 2015, allowances designated for consignment

pursuant to section 95892(c) and 95893(c) must be transferred

to the Auction Holding Account at least 75 days before the

auction as scheduled in Appendix C. This transfer must be
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completed by 5 p.m. Pacific Standard Time (or Pacific Daylight

Time, when in effect) on the 75% day before the auction.

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

§95911. Format for Auction of California GHG Allowances.

(@)
(1)
(2)
®3)

(4)

()

(b)

(1)

(2)

(€)
(1)

(2)

Auction Bidding Format.

The auction will consist of a single round of bidding.

Bids will be sealed.

Bid quantities must be submitted as multiples of 1,000 California GHG
allowances.

Entities registered into the California Cap-and-Trade Program must
submit bids in whole U.S. dollars and whole cents.

The allowances for auction in section 95911(a)(3) will also include
allowances from a jurisdiction operating an External GHG ETS system

to which California has linked pursuant to subarticle 12.

Auction Reserve Price Schedule.

Each auction will be conducted with an auction reserve price.

No allowances will be sold at bids lower than the auction reserve price.

Method for Setting the Auction Reserve Price.

The Auction Reserve Price for vintage 2013 allowances auctioned in
2012 will be $10 per allowance. For Advance Auctions conducted in
2012, the Reserve Price shall be $10 per allowance for vintage 2015
allowances.

Beginning in 2012, and each year thereafter, the Auction Administrator
will announce the Auction Reserve Price for auctions to be conducted
the following calendar year on the first day in December that is a
business day in California. The Reserve Price shall be stated in U.S.

dollars.
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®3)

(4)

The Auction Administrator will calculate the Auction Reserve Price

using the following procedure:

(A)  The Auction Reserve Price in U.S. dollars shall be the U.S.
dollar Auction Reserve Price for the previous calendar year
increased annually by 5 percent plus the rate of inflation as
measured by the most recently available twelve months of the
Consumer Price Index for All Urban Consumers.

(B)  Prior to the opening of the auction window on the day of the
auction, the Auction Administrator shall announce the Auction
Reserve Price.

(C)  The auction administrator shall set the exchange rate as the
most recently available noon daily buying rate for U.S. and
Canadian dollars as published by the Bank of Canada, and shall
announce the exchange rate prior to the opening of the auction
window.

(D)  The Auction Reserve Price in Canadian dollars shall be the
Canadian dollar Auction Reserve Price for the previous calendar
year increased annually by 5 percent plus adjusted in the
manner provided for in section 83.3 of the Financial
Administration Act (R.S.Q., c. A-6.001) of Quebec.

(E)  The auction administrator will use the announced exchange rate
to convert to a common currency the Auction Reserve Prices
previously calculated separately in U.S. and Canadian dollars.
The auction administrator will set the Auction Reserve Price
equal to the higher of the two values.

The Auction Reserve Price will be announced prior to the opening of

the auction window at 10 a.m. Pacific Standard Time (or Pacific

Daylight Time when in effect) on the day of the auction, and will be in

effect until the window closes at 1 p.m. Pacific Standard Time (or

Pacific Daylight Time when in effect).
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(d)

(€)

(5)  The Auction Reserve Price in section 95911(c)(2) will be announced
on the first day in December that is a business day in California and in
any jurisdiction operating an External GHG ETS to which California
has linked pursuant to subarticle 12 and the Reserve Price shall also
be stated in the currency (or currencies) used in an External GHG ETS
to which California has linked pursuant to subarticle 12.

Auction Purchase Limit.

(1)  The auction purchase limit is the maximum number of allowances
offered at each quarterly auction which can be purchased by any entity
or group of entities with a direct corporate association pursuant to
section 95833.

(2)  The auction purchase limit will apply to auctions conducted from
January 1, 2012 through December 31, 2014.

3) For the Advance Auction of future vintage allowances conducted
pursuant to section 95910(c)(2) the purchase limit is 25 percent of the
allowances offered for auction.

4) For the auction of current vintage allowances conducted pursuant to
section 95910(c)(1):

(A)  The purchase limit for covered entities and opt-in covered
entities will be 15 percent of the allowances offered for auction;
(B)  The purchase limit for electrical distribution utilities will be 40
percent of the allowances offered for auction; and
(C)  The purchase limit for all other auction participants is four
percent of the allowances offered for auction.
Determination of Winning Bidders and Settlement Price. The following
process shall be used to determine winning bidders, amounts won, and a
single auction settlement price:

(2) Each bid will consist of a price and the quantity of allowances, in
multiples of 1,000 CA GHG Allowances, desired at that price.

(2) Each bidder may submit multiple bids.
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®3)

(4)

(5)

Beginning with the highest bid price, bids from each bidder will be
considered in declining order by price, and the auction operator shall
reject a bid for a bundle of 1,000 allowances:

(A) If acceptance of the bid would result in violation of the purchase
limit pursuant to sections 95911(d) and 95914;

(B) If acceptance of the bid would result in violation of the holding
limit pursuant to sections 95914-and 95920(b); or

(C) If acceptance of the bid would result in a total value of accepted
bids for an auction participant greater than the value of the bid
guarantee submitted by the auction participant pursuant to
section 95912(i)).

Bids from all bidders will be ranked from highest to lowest by price.

Beginning with the highest bid and proceeding to successively lower

bids, entities submitting bids at each price will be sold allowances until:

(A)  The next lower bid price is less than the auction reserve price, in
which case the current price becomes the auction settlement
price; or

(B)  The total quantity of allowances contained in the bids at the next
lower bid price is greater than or equal to the number of
allowances yet to be sold, in which instance, the next lower bid
price becomes the auction settlement price and the procedure
for resolution of tie bids in section 95911(e)(5) shall apply.

Resolution of tie bids. If the quantity of allowances contained in the

bids placed at the auction settlement price is greater than the quantity

of allowances available to be sold at that price, then:

(A)  The auction administrator will calculate the share of the
remaining allowances to be distributed to each entity bidding at
the auction settlement price by dividing the quantity bid by that
entity and accepted by the auction administrator by the total
guantity of bids at the settlement price which were accepted by

the auction administrator;
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(f)

(1)

(2)

®3)

(B)

(©

The auction administrator will calculate the number of
allowances distributed to each bidding entity by multiplying the
bidding entity’s share calculated in section 95911(e)(5)(A)
above by the number of allowances remaining, rounding the
number down to the nearest whole number; and

To distribute any remaining allowances, the auction
administrator will assign a random number to each entity
bidding at the auction settlement price. Beginning with the
lowest random number, the auction administrator will assign one
allowance to the last bundle purchased by each entity until the

remaining allowances have been assigned.

If the quantity of bids accepted by the Auction Administrator is less than

the number of allowances offered for sale then some allowances will

remain unsold.

If allowances remain unsold at auction, the Auction Administrator will

fulfill winning bids with allowances from consignment sources in the

following order:

(A)

(B)

(®)

(D)

Allowances consigned to auction pursuant to section
95910(d)(2);

Allowances consigned from limited use holding accounts
pursuant to section 95910(d)(1);

Allowances redesignated to the auction pursuant to section
95911(f)(3); and

Allowances designated by ARB for auction pursuant to section
95910(c)(1)(B) and (c)(2)(B) and (C).

When there are insufficient winning bids to exhaust the allowances

from a consignment source in section 95911(f)(1), the auction operator

will sell an equal proportion of allowances from each consigning entity

in that source.

Disposition of Allowances Designated by ARB for Auction Which

Remain Unsold.
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(A)  Allowances designated by ARB pursuant to section
95910(c)(1)(B) and (c)(2)(B) and (c)(2)(C) for an auction which
remain unsold shall be kept in the Auction Holding Account for
later auction.

(B)  Allowances designated by ARB for auction which remain unsold
will be re-designated for auction after two consecutive auctions
have resulted in an auction settlement price above the Auction
Reserve Price. If future vintage allowances remain unsold at
the end of the calendar year for which they were designated for
sale at Advance Auction, they will remain in the Auction Holding
Account until their vintage year. They will then be designated
for the Current Auction.

(C)  The number of allowances re-designated to a subsequent
current or Advance Auction will not exceed 25 percent of
allowances already designated by ARB for that auction.
Allowances which remain unsold above that level will be held in
the Auction Account for later auction.

(D)  Allowances designated for Advance Auction which remain
unsold until their vintage year equals the current calendar year
will be designated for Current Auction pursuant to section
95910(c)(1)(B).

4) Disposition of Consigned Allowances Remaining Unsold at Auction.

(A)  Allowances consigned to auction from limited use holding
accounts that remain unsold at auction will be held in the
Auction Holding Account until the next auction.

(B)  Allowances consigned to auction pursuant to section
95921(g)(3) that remain unsold at auction will be held in the
Auction Holding Account until the next auction.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.
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§ 95912. Auction Administration and Participant Application.

(@)
1)

(2)

(b)

()

(1)
(2)
®3)
(4)
(5)
(6)

(7)

(8)

(d)
(1)

Administration of the Auctions.
The Executive Officer may serve as auction administrator or designate
an entity to serve as auction administrator.
The Executive Officer may serve as financial services administrator or
may designate a qualified financial services administrator to conduct all
financial transactions required by this article.
The Executive Officer may direct that the California GHG allowances
designated for auction be offered through an auction conducted jointly with
other jurisdictions to which California links pursuant to subarticle 12,
provided the joint auction conforms withto this article.
Auction Notification. At least 60 days prior to each auction, the auction
administrator shall publish the following information:
The date and time of the auction;
Auction application requirements and instructions;
The form and manner for submitting bids;
The procedures for conducting the auction;
The administrative requirements for participation; and
The number of allowances from California that will be available at the
auction.
For the announcement of the first quarter auction, the number of
allowances to be available for sale during the calendar year and the
Auction Reserve Price in effect for the calendar year pursuant to
section 95911(c).
If California has linked to a jurisdiction operating an External GHG ETS
pursuant to subarticle 12, the number of allowances in section
95912(c)(6) will also include the allowances made available by the
linked jurisdiction.
Auction Participation Application Requirements.
The Executive Officer must approve an entity’s auction participant

application before that entity may participate in an auction.
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(2)

3)

(4)

An entity applying for approval as an auction participant must be
registered into the Cap-and-Trade Program as provided in section
95830.

An entity whose holding account has been revoked or is currently
suspended pursuant to section 96011 cannot participate in an auction.
An individual associated pursuant to section 95830, 95832, and 95833
with an entity whose holding account has been revoked or is currently
suspended pursuant to section 96011 cannot participate in an auction.
An entity will be required to complete and auction participant
application at least 30 days prior to an auction in which it intends to

participate. This application must be completed by 5 p.m. Pacific

Standard Time (or Pacific Daylight Time, when in effect). The entity

must provide information and documentation including:

(A) Information and documentation regarding the corporate identity,
ownership, and capital structure of the applicant;

(B) The existence of any direct or indirect corporate associations
pursuant to sections 95833 and 95914(d);

(C) An allocation of the purchase limit among associated entities as

defined in section 95833, or change in the existing allocation of

the purchase limit among associated entities, if applicable;

(D) _An allocation of the holding limit among associated entities as

defined in section 95833, or a change in the existing allocation

of the holding limit among associated entities, if applicable;

(E)XS) The identification of any previous or ongoing pending
investigation with respect to any alleged violation of any rule,

regulation, or law associated with any commodity, securities, or
financial market, including a change in the status of an ongoing

investigation; and
(F)YB) The applicant’s holding account number.

An entity with any changes to the auction application information listed

in subsection 95912(d)(4) 30 days prior to an auction, or an entity
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(€)

(fa)

whose auction application information will change 15 days after an

auction, will be denied participation in the auction.

(6)(5) Prior to participating in an auction, any primary or alternate account

(1)

(2)

representative that will be submitting bids on behalf of entities eligible

to participate in an auction Reserve-sales-must have already:

(A) Complied with the Know-Your-Customer requirements of
section 95834, and

(B)  Submitted the additional information required by the financial
services administrator contained in Appendix A of this

subarticle.

Maintenance and Modification of Auction Participation Approval.

Once the Executive Officer has approved an entity’s auction participant
application, the entity need not complete another application for
subsequent auctions unless there is a material change to the
information contained in the approved application, there is a material
change in the entity’s Cap-and-Trade Program registration pursuant to
section 95830, or the Executive Officer has made a determination
restricting an entity’s auction participation pursuant to section 95914.
An entity approved for auction participation must inform the Auction
Administrator at least 30 days prior to an auction when reporting a
change to the information disclosed, otherwise the entity may not

participate in that auction._The change should be reported by 5 p.m.

Pacific Standard Time (or Pacific Daylight Time, when in effect) on the

30" day before an auction.

Auction Intent to Bid Notification Requirements. An entity that intends to

participate in an auction must inform the Auction Administrator at least 30

days prior to an auction of its intent to bid in an auction, otherwise the

entity may not participate in that auction.

An entity approved for auction participation may not communicate

information on auction participation with any other entity that is not part of
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(gh)

(Ri)

()

(1)

3

an association disclosed pursuant to section 95914, except as requested
by the Auction Administrator to remediate an auction application.
Protection of Confidential Information. To the extent permitted by state
law, the Executive Officer, the Auction Administrator, and the financial
services administrator will treat the information contained in the auction
application and not listed for release pursuant to section 95912(jk)(5) as
confidential business information.

All bids will be considered binding offers for the purchase of allowances
under the rules of the auction.

Auction participants must provide a bid guarantee to the financial services

administrator at least 12 days prior to the auction._This bid guarantee

must be submitted by 5 p.m. Pacific Standard Time (or Pacific Daylight

Time, when in effect) on the 12™ day before an auction.

The bid guarantee must be in one or a combination of the following

forms:

(A)  Cash in the form of a wire transfer-ercertified-funds,-such-asa
bank-check-orcashier’scheck; or

(B)  Anirrevocable letter of credit issued by a financial institution
with a United States banking license; or

(C) A bond issued by a financial institution with a United States
banking license-; or

(D) A Surety Bond issued by an institution named in the current list

of “Surety Companies Acceptable in Federal Bonds” as

published in the Federal Register by the Audit Staff Bureau of

Accounts, U.S. Treasury Department.

(2)(B) The bid guarantee submitted by any entity registered with California

will be in U.S. dollars.
A bid guarantee submitted in any form other than cash must be

payable within one business day of payment request.

(A){E) The bid guarantee will be in the currency used by the jurisdiction with

which the entity has registered.
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(1)

(23)

(36)

(47)

(58)

(69)

(+10)

The amount of the bid guarantee must be greater than or equal to the

maximum value of the bids to be submitted.

(A)  The value of a set of bids equals the cumulative quantity of bids
submitted at or above a price times that price. The value of the
set of bids is calculated at each price at which the bidder will
submit a bid.

(B) The maximum value of a set of bids is the highest value of a set
of bids calculated at each price at which the bidder will submit a
bid.

The bid guarantee will be made payable to the financial services

administrator.

The bid guarantee will expire no sooner than 21 days after the auction

date.

The financial services administrator will evaluate the bid guarantee and

inform the auction administrator of the value of the bid guarantee once

it is found to conform to this section and is accepted by the Executive

Officer.

If an entity has submitted more than one form of bid guarantee then the

financial services administrator will apply the instruments to the unpaid

balance in the order the instruments are listed in section 95912(i})(1).

If the auction participant submits a single bid guarantee instrument to

cover bids in both the Current and Advance Auctions, the auction

administrator will apply the value of the bid guarantee to the Current

Auction first when accepting bids pursuant to section 95911(e)(3). The

remaining value of the bid guarantee will be used to determine

acceptance of bids into the Advance Auction.

After the auction administrator has notified the Executive Officer of the

results of the auction the Executive Officer will:

(1)

(2)

Review the conduct of the aeuction by the auction administrator, then
certify whether the auction met the requirements of this article;

After certification, direct the financial services administrator to:
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3)

(4)

(5)

(A)

(B)

(©

(D)

(E)

(F)

Notify each winning bidder of the auction settlement price, the
number of allowances purchased, the total purchase cost, and
the deadline and method for submitting payment;

Collect cash payments from winning bidders within seven days
of notifying them of the auction results;

Use the bid guarantee to cover payment for allowance
purchases by any entity that fails to make cash payment within
seven days after bidders are notified of results and place the
proceeds into the Greenhouse Gas Reduction Fund created
pursuant to Government Code section 16428.8 AirPellution
Control-Fund;

Deposit auction proceeds from sales of ARB allowances sold at

auction into the Greenhouse Gas Reduction Fund created
pursuant to Government Code section 16428.8 AirPellution
Control Fund;

Distribute auction proceeds to entities that consigned

allowances for auction pursuant to section 95910(d); and

Return any unused bid guarantee.

Upon determining that the payment for allowances has been deposited

into the Air Pollution Control Fund or transferred to entities that
consigned allowances, transfer the serial-numbers-ef-the allowances

purchased into each winning bidder’s Holding Account, or to its

Compliance Account if needed to comply with the holding limit;

Inform each approved external GHG emissions trading system and the

associated tracking system of the serial numbers of allowances

purchased at auction; and

Following the auction, the Executive Officer will publish

at www.arb.ca.gov the following information:

(A)
(B)

The names of the bidders;

Auction settlement price; and
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(C)  Aggregated or distributional information on purchases with the

names of the entities withheld.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.

Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code-
and Section 16428.8, Government Code.

§ 95913. Sale of Allowances from the Allowance Price Containment

Reserve.

(@)

(b)

(€)

(1)

(2)

The Executive Officer may serve as reserve sale administrator to conduct
sales from the Allowance Price Containment Reserve (Reserve) or
designate an entity to serve as reserve sale administrator. The financial
services administrator designated by the Executive Officer pursuant to
section 95912(a) will conduct the financial transactions required to operate
sales from the Reserve.

Entities reqistered in an External GHG ETS to which California has linked

pursuant to subarticle 12 are not eligible to purchase from the California

Only entities registered into the California GHG Cap-and-Trade Program

as provided in sections 95811 or 95813 shall be eligible to purchase
allowances from the Reserve. Prior to participating in a Reserve sale, any
primary or alternate account representative that will be submitting bids on
behalf of entities eligible to participate in Reserve sales must have
already:
Complied with the Know-Your-Customer requirements of section
95834; and
Submitted the additional information required by the financial services
administrator contained in Appendix A of this subatrticle.
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(d)  Timing of Reserve Sales.

(1)
(2)

(34)

(43)

The first Reserve sale will be conducted on March 8, 2013.
Subsequent Reserve sales through 2014 shall be conducted on the
first business day six weeks after each quarterly allowance auction
scheduled pursuant to section 95910.

Beqinning in 2015, Reserve sales shall be conducted according to the

schedule in Appendix C.

The Reserve sale administrator shall provide all eligible participants
with notice of the number of allowances available for sale and the
terms of the sale at least fourweeks 30 days prior to the sale.

The subsequent Reserve sales in section 95913((d)(2), shall be
conducted on the first day six weeks after each quarterly allowances
auction scheduled pursuant to section 95910 that is also a business
day in California and any linked jurisdiction operating an External GHG
ETS to which Caliifornia has linked pursuant to subarticle 12.

Section 95913(d)(5) will not apply after January 1, 2015.

(e) Reserve Sale Intent to Bid Notification Requirements

(1)

An entity must inform the reserve sale administrator at least 20 days

prior to a reserve sale of its intent to bid in a reserve sale, otherwise

the entity may not participate in that reserve sale.

An entity with any auction application information listed in subsection

95912(d)(4) above that changes 30 days prior to a reserve sale, or 15

days after a reserve sale, cannot participate in a reserve sale.

(ef) Reserve Tiers.

(1)

(2)

®3)

Creation of Reserve Tiers. Prior to the first Reserve sale, the
Executive Officer shall divide allowances allocated to the Reserve from

section 95870(a) into three equal-sized tiers.

The Reserve sale administrator shall offer all of the allowances in the
Reserve at each Reserve sale.
Reserve Tier Prices. Sales of Reserve allowances in calendar year

2013 shall be conducted at the following prices:
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(4)

(A)  Allowances from the first tier shall be offered for $40 per
allowance;

(B)  Allowances from the second tier shall be offered for $45 per
allowance; and

(C)  Allowances from the third tier shall be offered for $50 per
allowance.

Increase in Reserve Tier Prices. In calendar years subsequent to

2013, allowances from each tier shall be offered at prices equal to the

tier prices from the previous calendar year increased by five percent

plus the rate of inflation as measured by the most recently available

twelve month value of the Consumer Price Index for All Urban

Consumers.

This provision only applies to the Reserve sale immediately preceding

the compliance obligation instrument surrender on November 1.

Pursuant to section 95870(f)(1), allowances in the Auction Holding

Account will be made available at the highest price tier of the

Allowance Price Containment Reserve if the amount of accepted bids

at the highest price tier exceeds the number of allowances in that tier.

(A) The allowances will be made available no sooner than the

Reserve sale immediately preceding the compliance obligation

instrument surrender on November 1, 2015.

(B) If the quantity of allowances from section 95870(a) allocated to

the highest price tier plus the allowances defined in section

95870(f)(1) is equal to or greater than the quantity of accepted

bids in the highest price tier then all accepted bids for the

highest price tier will be filled.

(C) If the quantity of accepted bids at the highest price tier exceeds

the allowances from section 95870(a) plus the allowances

defined in section 95870(f)(1), allowances will be sold through
the procedure outlined in section 95913(h)(5).
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(fa)

(1)

(2)

The accepted bids at the highest price tier will be filled first with

allowances from section 95870(a) allocated to the highest price

tier if available.

The allowances defined in section 95870(f)(1) will be sold

beqinning with the latest vintage in the Auction Holding Account

and then the preceding vintages, from latest to most recent, until

all accepted bids the highest price tier are filled or until all the

allowances defined in section 95870(f)(1) have been sold. The

allowances defined in section 95870(f)(1) sold pursuant to this

section shall first reduce the quantity of allowances defined in

section 95870(b) if available and then will reduce the guantity of

allowances defined in section 95870(j)(2).

At least 12 days before the scheduled sale, by 5 p.m. Pacific Standard

Time (or Pacific Daylight Savings Time, when in effect), an entity intending

to participate in a Reserve sale must submit to the financial services

administrator a bid guarantee, payable to the financial services

administrator, in an amount greater than or equal to the sum of the

maximum value of the bids to be submitted by the entity.

The maximum value of a set of bids is the quantity bid at each tier

times the tier price, summed across the three tiers.

The bid guarantee must be in one or a combination of the following

forms:

(A)

(B)

(©)

Cash in the form of a wire transfer-ercertified-funds,such-asa
bank-check-orcashier'scheck; or

An irrevocable letter of credit issued by a financial institution
with a United States banking license; or

A bond issued by a financial institution with a United States
banking license-; or

A Surety Bond issued by an institution named in the current list

of “Surety Companies Acceptable in Federal Bonds” as
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(34)

(43)

(56)

published in the Federal Register by the Audit Staff Bureau of

Accounts, U.S. Treasury Department.

A bid guarantee submitted in any form other than cash must be

payable within one business day of payment request.

The bid guarantee will be made payable to the financial services
administrator.

The bid guarantee will expire no sooner than twenty-one days after the
Reserve sale.

The financial services administrator will evaluate the bid guarantee and
inform the Reserve sale administrator of the value of the bid guarantee
once it is found to conform to this section and is accepted by the
Executive Officer.

The intent to bid notification requirements in subsection 95913(e) and

bid guarantee submittal requirements in subsection 95913(q) shall be

at least four business days before the bid quarantee submittal due

dates.

(gh) Purchase Determinations.

(1)

(A)

(2)

The reserve sale administrator will conduct sales from each tier in
succession, beginning with the lowest priced tier and proceeding to the
highest priced tier.;-until-eitherall-allowances-are-sold-from-the reserve

The Reserve sale will continue until either all allowances are sold

from the Reserve pursuant to section 95870(a) or all the accepted
bids are filled.

Pursuant to section 95913(f), the Reserve sale immediately

preceding the compliance obligation instrument surrender on

November 1 will continue until all accepted highest price tier bids

are filed or the allowances made available pursuant to section
95870(f)(1) are sold pursuant to section 95913(f).

The Reserve sales window will open at 10 a.m. Pacific Standard Time

(or Pacific Daylight Time, when in effect) on the day of the sale, and
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3)

(4)

bids may be submitted until the window closes at 1 p.m. Pacific

Standard Time (or Pacific Daylight Time, when in effect).

(A)  Each bid will consist of the price, in U.S. dollars, equal to one of
the three tiers and a quantitty of allowances in multiples of 1,000
allowances.

(B)  An entity may submit multiple bids.

The reserve sale administrator will only accept a bid for a bundle of

1,000 allowances:

(A) If acceptance of the bid would not result in violation of the
holding limit pursuant to section 95920(b);

(B) If acceptance of the bid would not result in a total value of
accepted bids for a covered entity greater than the value of the
bid guarantee submitted by the covered entity pursuant to
section 95913(fq); or

(C) If the bid entered by an entity for a tier is for a quantity less than
or equal to the number of allowances available for sale in that
tier.

If the sum of bids at the tier price which are accepted by the reserve

sale administrator is less than or equal to the number of allowances in

the tier, then:

(A)  The reserve sale administrator will sell to each covered entity
the number of allowances for which the entity submitted bids for
that tier which were accepted by the reserve sale administrator;
and

(B) If allowances remain in the tier after the sales pursuant to
section 95913(gh)(4)(A) are completed, the reserve sale
administrator will assign a random number to each bundle of
1,000 allowances for which entities submitted a bid for the tier
above the current tier being sold. Beginning with the lowest
random number assigned and working in increasing order of the

random numbers assigned, the reserve sale administrator shall
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(5)

(6)

(ki)
1)

(2)

sell allowances to the bidder assigned the random number until
the remaining allowances in the tier are sold or all accepted bids
have been fulfilled. The price for the allowances sold under this
procedure will be the price for the tier from which they are sold,
not the bid placed.

If the sum of bids accepted by the reserve sale administrator for a tier

is greater than the number of allowances in the tier, the reserve sale

administrator will determine the total amount to be distributed from the
tier to each covered entity using the following procedure:

(A)  The reserve sale administrator will calculate the share of the tier
to be distributed to each bidding entity by dividing the quantity
bid by that entity and accepted by the reserve sale administrator
by the total quantity of bids which were accepted by the reserve
sale administrator; and

(B)  The reserve sale administrator will calculate the number of
allowances distributed to each bidding entity from the tier by
multiplying the bidding entity’s share calculated in section 95913
(gh)(5)(A) above by the number of allowances in the tier,
rounding the number down to the nearest whole number.

After completing the sales for each tier the reserve sale administrator

will repeat the processes in sections 95913(gh)(4) and (gh)(5) above

for the next highest price tier until all bids have been filled or until the

Reserve is depleted. At that time the reserve sale administrator will

inform the Executive Officer of the sales from the Reserve to each

participant.

Resolution of Sales.

After reviewing the conduct of the sale by the Reserve sale
administrator, the Executive Officer will certify whether the Reserve
sale met the requirements of this article.

Upon certification of the sale results, the Executive Officer will

authorize the financial services administrator to:
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3)

(4)

(5)
()

(A)

(B)

(©

(D)

Notify Reserve sale participants of their purchases and total
purchase cost;

Process cash payments from participants and deposit proceeds
into the Air Pollution Control Fund up to seven days after
bidders are notified of results;

Use the bid guarantee to cover payment for allowance
purchases by any entity that fails to make cash payment within
seven days after bidders are notified of results and place the
proceeds into the Air Pollution Control Fund. If an entity has
submitted more than one form of bid guarantee then the
financial services administrator will apply the instruments to the
unpaid balance in the order the instruments are listed in section
95913(fg)(2); and

Return any unused bid guarantee.

Upon determining that the financial services administrator has

deposited the payment for allowances into the Air Pollution Control
Fund, the Executive Officer shall transfer the serial-rumbers-of-the

allowances purchased from the Allowance Price Containment Reserve

Account into each winning bidder’'s compliance account.

The Executive Officer shall inform each approved external GHG

emissions trading system and the associated tracking system of the

serial numbers of allowances sold; and

The Executive Officer shall publish the sale results at www.arb.ca.gov.

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

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

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.
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§ 95914. Auction Participation and Limitations.

(&) The Executive Officer may cancel or restrict a previously approved auction
participation application or reject a new application if the Executive Officer
determines that an entity has:

(1) Provided false or misleading facts;

(2)  Withheld material information ferfrom its application, with material
meaning information that could prebably influence a decision by the
Executive Officer, the Board, or the Board’s staff;

3) Violated any part of the auction rules pursuant to subatrticle 10;

(4)  Violated the registration requirements pursuant to subarticle 5; or

(5) Violated the rules governing trading pursuant to subarticle 11.

(b) If the Executive Officer determines an entity has committed any of the
violations listed in section 95914(a), then:

(2) The Executive Officer may instruct the auction administrator to cancel
a previously approved auction application or to not accept auction
applications from the entity;

(2) The Executive Officer may instruct the auction administrator to restrict
the auction application approval for any corporate associate of the
entity to prevent the purchase of allowances at auction for subsequent
transfer to the violator;

(3)  Any cancellation or restriction imposed by the Executive Officer may
be permanent or for a specified number of auctions; and

(4)  The cancellation or restriction imposed by the Executive Officer shall
be in addition to any other penalties, fines, and additional remedies
available at law.

(c) Non-disclosure of Bidding Information Ameng-Auction-Participants.

(1) Except as provided in section 95914(c)(2), all entities registered into

the Cap-and-Trade program pursuant to section 95830 shall not

release any of the following information regarding auction
participation: Unless-itis-to-an-auction-advisor-or-othermembers-of-a

i - b . S
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(B)
(©)
(D)

Intent to participate at auction, auction approval status,

maintenance of continued auction approval; Qualification-status;
Bidding strategy;

Bid price or bid quantity information;_and
Information on the bid guarantee it provided to the financial

services administrator. —and

= herint oridentified identialint o in

: heation bt on o |

Auction participation information listed in section 95914(c)(1) may be

released under the following conditions:

(A)

When the release is to other members of a direct corporate

association not subject to auction participation restriction or

cancellation pursuant to section 95914(b),

When the release is to an auction bid advisor whose activity has

been disclosed to the Executive Officer pursuant to section

95914(c)(3).

When the release is made by a publicly-owned utility only as

required by public accountability rules, statute, or rules

governing participation in generation projects operated by a

Joint Powers Authority or other publicly-owned utilities.

When the release is by an electric distribution utility of

information regarding compliance instrument cost and other

disclosures specifically required by the California Public Utilities

Commission. In the event of a disclosure pursuant to this

section, the electricity distribution utility must provide the

specific statutory reference to ARB that requires the disclosure

of the information.
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(3)2) If an entity participating in an auction has retained the services of an

(d)
(1)

(2)

advisor regarding auction bidding strategy, then:

(A)

(B)

(©

The entity must ensure against the advisor transferring
information to other auction participants or coordinating the
bidding strategy among participants;

The entity will inform the advisor of the prohibition of sharing
information to other auction participants and ensure the advisor
has read and acknowledged the prohibition under penalty of
perjury; and

Any entity that has retained the services of an advisor must

inform ARB of the advisor’s retention- and identify the advisor,

the advisor’'s employer, the advisor’s contact information, and

provide an attestation by the Primary Account Representative of

the entity retaining the advisor of the completeness of the

disclosure; and

The advisor must provide to the Executive Officer in writing at

least 15 days prior to an auction, the following information:

1. Names of the entities participating in the Cap-and-Trade

Program that are being advised:

N

Description of advisory services being performed:; and

|

Assurance under penalty of perjury that advisor is not

transferring to or otherwise sharing information with other

auction participants.

Application of the Corporate Association to the Auction Purchase Limit.

The total number of compliance instruments which may be purchased

in a single auction by a group of entities with a direct corporate

association is limited pursuant to section 95911(d).

Entities that are part of a direct corporate association may allocate

shares of the purchase limit amongst themselves. Each entity will then

have a specified percentage share of the association’s purchase limit.

The sum of the shares allocated among the entities must sum to one.
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3)

Each associated entity’s allocated purchase limit share times the
auction purchase limit assigned to the association becomes the
purchase limit for that entity.

If a corporate association consists of entities with a compliance

obligation and voluntarilty associated entities, then the following

additional restrictions apply:

(A)  The total purchase limit for the association is 15 percent, unless
some of the included covered entities are electrical distribution
utilities, in which case the purchase limit is 40 percent.

(B)  The total purchase limit assigned to voluntarily associated
entities within the corporate association must be less than or
equal to 4 percent.

(C)  The purchase limit to be divided among the covered or opt-in
entities is the purchase limit assigned to the corporate

association less the value assigned to the voluntarily associated

entities within the corporate association.
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NOTE:

Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,

Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

Subarticle 11: Trading and Banking

§ 95920. Trading.

(@)

(b)
(1)

(2)

®3)

(4)

(5)

The holding limit is the maximum number of California GHG allowances

that may be held by an entity or jointly held by a group of entities with a

direct corporate association, as defined in section 95833 at any point in

time.

Application of the Holding Limit.
The holding limit will apply to each entity registered as a covered, opt-
in covered, or voluntarily associated entity pursuant to section 95830.
The holding limit calculation will not include allowances contained in
limited use holding accounts created pursuant to section 95831.
Application of the Holding Limit to Exchange Clearing Holding
Accounts. Compliance instruments transferred out of an exchange
clearing holding account will count against the holding limit of the
destination account listed in the transfer request submitted by an
exchange clearing holding account at the time the transfer request is
confirmed.
If the Executive Officer determines that a reported transfer request not
yet recorded into the tracking system would result in an entity’s
holdings exceeding the applicable holding limit, then the Executive
Officer shall not approve the transfer request pursuant to section
95921(a)(1).
If the violation is not discovered until after a transfer request is
recorded, or the holding limit is exceeded at the beginning of a
compliance year when allowances purchased at Advance Auction now
fall under the current vintage holding limit pursuant to section
95920(c)(1)(C), then:
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(A)  The accounts administrator will inform the violator; and

(B)  The violator will have five business days to bring its account
balances within the holding limit. After that, the Executive
Officer may transfer allowances in excess of the holding limit to
the Auction Holding Account for consignment to auction
pursuant to section 95910(d).

(C) Allowances transferred to the Auction Holding Account for

consignment will be drawn first from the entity’s Holding

Account and, if necessary, from the entity’s Compliance

Account.

(6) Penalties may be applied whenever the holding limit is exceeded or
transfer requests are filed with the accounts administrator that would
violate the holding limit.

(c) The holding limit will be separately calculated to holdings of:

(1)  Allowances including:

(A)  Allowances with a vintage year corresponding to the current or
previous calendar years;

(B)  Allowances from any vintage purchased from the Allowance
Price Containment Reserve pursuant to section 95913; and

(C) Allowances originally purchased at the Advance Auction but of a
vintage year equal or prior to the current calendar year; and

(2)  Allowances that were purchased at the Advance Auction and still have
a vintage year greater than the current calendar year.

(d)  The holding limit will be calculated for allowances qualifying pursuant to
section 95920(c)(1) as the sum of:

(1)  The number given by the following formula:

Holding Limit = 0.1*Base + 0.025*(Annual Allowance Budget — Base)

In which:

“Base” equals 25 million metric tons of CO»e.
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(2)

“Annual Allowance Budget” is the number of allowances issued for the

current budget year.

Limited Exemption from the Holding Limit. A-Limited-Exemption-from
I i o leulated as:

(A)

(B)

(©)

(D)

(E)

(F)

The limited exemption_from the holding limit (limited exemption)

is the number of allowances which are exempt from the holding

limit calculated pursuant to section 95920(c)(1). To qualify for

inclusion within the limited exemption, allowances must be

placed in the entity’'s Compliance Account. ealeulation-afterthey
: | L anti . ! enti

On June 1, 2012 the limited exemption will be calculated

as egual the annual emissions determined from the most recent

emissions data report that has received a positive or qualified
positive emissions data verification statement.
Beginning in 2015,3 prior to the last quarter auctionen-October1

of each year, the limited exemption will be increased by the
amount of emissions contained in the most recent emissions
data report that has received a positive or qualified positive
emissions data verified statement during that year.

If, forany-year ARB has assigned emissions to an entity, for any
year, in the absence of a positive or qualified positive emissions
data verification statement, the calculation of the limited

exemption will usebe calculated using the assigned emissions.

For the first compliance period all reported emissions or
assigned emissions used to calculate the limited exemption will
include only the emissions associated with the scope for the
program during the first compliance period.

Beginning in 2015, all reported emissions or assigned emissions

used to calculate the limited exemption will include the
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emissions associated with the change in scope taking place in
2015.

(G) OnJanuary 1, 2015 the limited exemption will be increased by
the amount of emissions included in the emissions data report
received during 2014 but not yet included in the limited
exemption pursuant to section 95920(d)(2)(E).

(H)  On December 31 of the calendar year following the end of a
compliance period, the limited exemption will be reduced by the
sum of the entity’s compliance obligation over that compliance
period.

[()) For opt-in covered entities with only emissions specified in

section 95851 (b), the limited exemption will be zero throughout

the first compliance period.

(J)  Allowances allocated pursuant to section 95870(d) and (e),

which are transferred to the receiving entity’s accounts in a year

preceding their vintage yvear, will not count against the Holding

Limit or limited exemption until January 1 of their vintage year.
(3) Petition to Adjust the Limited Exemption.

(A)  Prior to October 1 of any year, a covered entity may submit to
the Executive Officer evidence demonstrating an increase in
emissions for that year over the previous year and request a
temporary increase in the limited exemption until verified data
for that year are available.

(B) The amount of the increase must be at least 250,000 metric
tons CO.e on an annualized basis.

(C)  The Executive Officer will review the evidence and determine
whether an adjustment is needed.

(D) If an adjustment is granted, then the limited exemption for that
covered entity will be increased immediately by the amount

determined by the Executive officer.
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(e)

(f)

(1)

(2)

®3)

(E)  When the verified emissions data are received for the year for
which an adjustment was granted, the Executive Officer will use
the verified emissions value when calculating the limited
exemption.

The holding limit will be calculated separately for each vintage year for
allowances qualifying pursuant to section 95920(c)(2) as the number given

by the following formula:

Holding Limit = 0.1*Base + 0.025*(Annual Allowance Budget — Base)

In which:

“Base” equals 25 million metric tons of CO»e.

“Annual Allowance Budget” is the number of California GHG
allowances issued for a budget year.

Application of the Corporate Association Disclosure to the Holding Limit.
The total number of allowances held by a group of entities with a direct
corporate association pursuant to section 95833 must sum to less than
or equal to the holding limits pursuant to sections 95920(d) and (e).
The limited exemption for each entity which is part of a direct corporate
association is the same as defined in section 95920(d).

Entities that are part of a direct corporate association that choose to
opt out of account consolidation pursuant to section 95833(f)(3) must
allocate shares of the holding limit among themselves. This holding
limit allocation results in each entity having a specified percentage
share of the group’s holding limit. The sum of the shares allocated
among the entities must sum to one.
(A)  The primary account representatives or alternate account
representatives of each of the associated entities must inform
the accounts administrator of the allocation of the holding limit

when registering pursuant to section 95833.
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(B)  The holding limit allocation will remain in effect until the primary
account representatives or alternate account representatives of
each of the associated entities informs the accounts
administrator of subsequent changes to the allocation of the
holding limit.

(@)  The holding limit in section 95920(a) shall include holdings of any
allowances issued by a jurisdiction operating an External GHG ETS to
which California has linked pursuant to subartele subarticle 12.

(h)  The “Annual Allowance Budget” in section 95920(d) is calculated as the
sum for the current budget year of the annual compliance budgets of
California and all External GHG ETS programs to which California has
linked pursuant to subarticle 12. The “Annual Allowance Budget” in
section 95920(e) is calculated as the sum for a budget year of the annual
compliance budgets of California and all External GHG ETS programs to

which California has linked pursuant to subarticle 12.

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

§ 95921. Conduct of Trade.

(@) Transfers of Compliance Instruments Between Accounts.

(1) Except when a transfer is undertaken by the Executive Officer, the
accounts administrator will not register a transfer of compliance
instruments between accounts into the tracking system until the
administrator receives a transfer request that the Executive Officer has
determined meets the requirements of this article.

(A) Toinitiate the process, the primary account representative or an
alternate account representative of the source account for the
transfer must submit a transfer request to the accounts

administrator.
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(2)

3)

(B)

(©

(D)

(E)

The primary account representative or another alternate
account representative for the same entity must confirm the
transfer request to the accounts admininastrator within two days
of the initial submission of the transfer request.

The primary account representative or an alternate account
representative for the destination account must confirm the
transfer request to the accounts administrator within the time
remaining in the three days following the initial submission of
the transfer request in section 95921(a)(1)(A).

The Executive Officer must determine whether the transfer
request and the transaction for which the transfer request was
submitted meet the requirements of this article based on the
information available at the time of approval.

The completed transfer request must be received by the
accounts administrator no more than three days following the
day of settlement of the transaction agreement for which the

transfer request is submitted.

The following transfers do not require confirmation by an account

representative of the destination account pursuant to section
95921(a)(1)(C).

(A)
(B)

Transfers initiated by the Executive Officer.
Transfers between a single entity’s holding and compliance

accounts.

The parties to a transfer will be in violation and penalties may apply if

the above process is completed:

(A)

(B)

More than three days after the initial submission of the transfer
request; or
More than three days after the settlement day of the transaction

for which the transfer request is submitted.
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(b)

C]

An entity may not submit a transfer request to another registered entity

without an existing transaction agreement with that party authorizing a

transfer.

Information Requirements for Transfer Requests. Parties to the transfer

request agree to provide documentation about the transaction agreement

for which the transfer request was submitted upon the request of the

Executive Officer. The following information must be reported to the

accounts administrator as part of a transfer request before any transfer of

allowances can be recorded on the tracking system:

The following information must be entered into the tracking system for

all transfer requests:

(A)

(o)

Holding account humber of the source account and identification

of two individuals who are the primary account representative

and/or alternate account representatives initiating the transfer

request.
Account number of destination account and identification of a

primary account representative or alternate account

representative for the destination account confirming the

transfer request, if confirmation of the transfer request is

required.
Type, quantity, and vintage of compliance instrument.

The transfer request must identify the type of transaction agreement

for which the transfer request is being submitted, selecting one of the

following three types:

(A)

Over-the-counter agreement for the sale of compliance

instruments for which delivery will take place no more than three

days from the date the parties enter into the transaction

agreement.

Over-the counter agreement for the sale of compliance

instruments for which delivery is to take place more than three

days from the date the parties enter into the transaction
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agreement or that involve multiple transfers of allowances over

time for the bundled sale of allowances with other products.

(C) Exchange-based agreements for the sale of compliance

instruments through any contract arranged through an

exchange or Board of Trade.

A transfer request submitted for an over-the-counter agreement for the

sale of compliance instruments for which delivery will take place no

more than three days from the date the parties enter into the

transaction agreement must provide the following information:

(A) Date the entity entered into the transaction agreement.

(B) Date of settlement. If completion of the transfer request process

is the last step of the agreement, the date the transfer request is

submitted should be entered as the settlement date. If there are

financial or other terms to be settled after the transfer request is

approved, the date those terms are to be settled should be

entered as the settlement date.

(C)  Price of the compliance instrument in U.S. dollars or Canadian

dollars.

A transfer request submitted for an over-the-counter agreement for the

sale of compliance instruments for which delivery is to take place more

than three days from the date the parties enter into the transaction

agreement or that involves multiple transfers of allowances over time

or the bundled sale of allowances with other products must provide the

following information:

(A) Date the entity entered into the transaction agreement.

(B) Date the transaction agreement terminates.

(C) If the transaction agreement provides for further compliance

instrument transfers after the current transfer request is

approved, specify the scheduled frequency as monthly,

quarterly, annual, or unspecified.
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If the transaction agreement provides for transfers of other

products, identify the products specified in the agreement.

If the transaction agreement specifies a fixed price for the

compliance instruments, provide the price in U.S. dollars or

Canadian dollars.

If the transaction agreement sets the price as a cost base plus a

mardin, then provide the cost base and the margin.

If the transaction agreement does not specify the price using

one of the above formats, provide a brief description of the

pricing method.

A transfer request submitted for an Exchange-Based Agreement must

provide the following information:

GRCRCRCH>

=

Identify the exchange where the transaction is conducted.

Identify the exchange code for the contract.

Identify the contract as spot or futures.

Date of close of trading for the contract.

Price at close of trading for the contract.

the transaction agreements do not contain a price for compliance

instruments, entities may enter a price of zero into the transfer reqguest

if the transfer request is submitted to fulfill one of the following

transaction agreement types and the entity discloses the agreement

type in the transfer request.

(A)

(B)

The proposed transfer is between entities with a direct corporate

association.

The proposed transfer is from an entity’s holding account to its

compliance account.

The proposed transfer is from a publicly-owned utility to an

entity or a Joint Powers Authority operating a generation facility

as a joint venture with the utility.

The proposed transfer is from a public utility to a federal power

authority to cover emissions associated with imported power.
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(E) The proposed transfer is from an electric distribution utility to an

entity operating a generation facility under a tolling agreement

or other long-term power purchase agreement that does not

specify a price or cost basis for the sale of the compliance

instruments alone.

(F)  The proposed transfer results from a transaction agreement that

bundles compliance instruments with other products and does

not specify a price or cost basis for the sale of the compliance

instruments alone.

(©) Transfer Request Deficiencies
(1) If the accounts administrator detects a deficiency in a transfer request

before it is recorded into the tracking system:
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(A)  The accounts administrator will inform the entities submitting the

request_that the transfer request is deficient and_inform the

Executive Officer of the deficiency;
(B) The accounts administrator will inform the entity responsible for

the deficiency of the specific problem to be remedied.

(C)B) The entities submitting the transfer request may resubmit the
request with the deficiency corrected within the time limit set
pursuant to sections 95921(a)(1)(C) and (E); and

(DXES) If the entities fail to submit an acceptable transfer request within
the time limit, then they must either withdraw the transfer
request or submit a new transfer request. Penalties may still
apply pursuant to section 95921(a)(3).

(2) If the accounts administrator detects a deficiency in a transfer request
after it is recorded into the tracking system:

(A)  The accounts administrator will inform the entities submitting the
request that the transfer request is deficient and_inform the

Executive Officer of the deficiency; and
(B) If the deficiency is based on the information submitted by the

representative of the source account, the Executive Officer will

inform the submitting representative of the specific deficiency;

(C) Ifthe deficiency is a violation of the holding limit, the Executive

Officer will inform the primary account representative for the

account listed on the transfer request as the destination account

of the deficiency; and

(D){B} If the entities that submitted the transfer request cannot correct
the deficiency within five business days after notification by the
accounts administrator, the Executive Officer may instruct the
accounts administrator to reverse the transfer.

(d)  Transfers Involving Exchange Clearing Holding Accounts.
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(1)

(2)

3)

(4)

(e)

(1)

(2)

3)

(4)

(f)
(1)

A request to transfer compliance instruements to an exchange clearing
holding account will list the exchange clearing holding account as the
destination account.

All of the compliance instruments received by an exchange clearing
holding account must be transferred to one or more destination
accounts within five days of receiving them.

A request to transfer compliance instruments to or from an exchange
clearing holding account does not require confirmation by an account
representative of the destination account pursuant to section

95921 (a)(1)(C).

A request to transfer compliance instruments from an exchange
clearing holding account does not require confirmation by a second

account.

Protection of Confidential Information. The Executive Officer will protect
confidential information to the extent permitted by law by ensuring that the

accounts administrator:

Releases information on the transfer price and quantity of compliance
instruments in a manner that is timely and maintains the confidentiality
of the parties to a transfer;

Except as needed for market oversight and investigation by the
Executive Officer, protects as confidential all other information
obtained through transfer requests;

Protects as confidential the quantity and serial numbers of compliance
instruments contained in holding accounts; and

Releases information on the quantity and-seriabrumbers of compliance

instruments contained in compliance accounts in a timely manner.

General Prohibitions on Trading.

An entity cannot acquire allowances and hold them in its own holding

account on behalf of another entity-_Including the following restrictions:

(A) An entity may not hold allowances in which a second entity has

any ownership or financial interest.
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(2)

(o)

An entity may not hold allowances pursuant to an agreement

that gives a second entity control over the holding or planned

disposition of allowances while the instruments reside in the first

entity’s accounts, or control over the acquisition of allowances

by the first entity. These prohibitions do not apply to

agreements that only specify a date to deliver a specified

quantity of allowances and that include no terms applying to

allowances residing in another entity’s account.

An entity may purchase and hold allowances for later transfer to

members of a direct corporate association.

A trade involving, related to, or associated with any of the following are

prohibited:

(A)  Any manipulative or deceptive device in violation of this article;

(B) A corner or an attempt to corner the market for a compliance
instrument;

(C)  Fraud, or an attempt to defraud any other entity;

(D) A false, misleading or inaccurate report concerning information
or conditions that affects or tends to affect the price of a
compliance instrument;

(E)  An application, report, statement, or document required to be
filed pursuant to this article which is false or misleading with
respect to a material fact, or which omits to state a material fact
necessary to make the contents therein not misleading; or

(F)  Any trick, scheme, or artifice to falsify or conceal a material fact,
including use of any false statements or representations, written
or oral, or documents made by or provided to an entity on or
through which transactions in compliance instruments occur, are
settled, or are cleared.

(G) Afactis material if it could probably influence a decision by the

Executive Officer, the Board, or the Board's staff.
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(@

(1)

(2)

3)

(4)

(5)
(h)

(1)

(2)

Restrictions on Registered Entities. If an entity registered pursuant to
section 95830 violates any provision specified in this article the Executive

Officer may:

Reduce the number of compliance instruments a covered entity or opt-
in covered entity may have in its holding account below the amount
allowed by the holding limit pursuant to section 95920;

Increase the annual surrender obligation for a covered entity or an opt-

in covered entity to a percentage of its reported and verified or

assigned emissions above the 30% obligation pursuant to section

95855;

Suspend or revoke the registration of opt-in covered entities,

voluntarily associated entities, and other entities registered pursuant to

section 95830;

(A) If registration is revoked or suspended the entity must sell or
voluntarily retire all compliance instruments in its holding
account within 30 days of revocation; and

(B) If registration is revoked or suspended and the entity fails to sell
or voluntarily retire all compliance instruments in its holding
account within 30 days of revocation, the accounts administrator
will transfer the remaining instruments into the Auction Holding
Account for sale at auction on behalf of the entity pursuant to
section 95910(d);

Limit or prohibit transfers in or out of the holding account; or

All of the above.

Information Reporting By Holders of Exchange Clearing Holding Accounts.

Holders of exchange clearing holding accounts must make the
transaction records available to ARB within 10 calendar days of a
request from the Executive Officer.

Holders of exchange clearing holding accounts must retain transaction

records containing the information listed in 95921(b) for 10 years.

244



3) Holders of exchange clearing holding accounts are not required to
include the information listed in 95921(b)(4), (5), (6), and (7) in transfer

requests to the accounts administrator.

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

§ 95922. Banking, Expiration, and Voluntary Retirement.

(@  Allowances Issued for a Current or Previous Compliance Period. A CA
GHG allowance or an allowance issued by an approved GHG ETS
pursuant to subarticle 12 may be held (“banked”) by an entity registered
pursuant to section 95830.

(b)  Allowances Issued for a Future Compliance Period. A CA GHG
Allowance or an allowance approved pursuant to subarticle 12 issued from
an allowance budget year within a future compliance period may be held
by an entity registered pursuant to section 95830.

(c) Expiration of Compliance Instruments. A California compliance instrument
does not expire and is not retired in the tracking system until:

(1) It is surrendered by a covered entity or opt-in covered entity and retired
by the Executive Officer;

(2)  An entity voluntarily submits the instrument to the Executive Officer for
retirement; or

3) The instrument is retired by an approved external GHG emissions
trading system to which the Cap-and-Trade Program is linked pursuant
to subarticle 12.

(d)  Voluntary Retirement of Compliance Instruments.

(1)  An entity registered pursuant to section 95830 may voluntarily submit
any compliance instrument for retirement.
(2)  To voluntarily retire a compliance instrument, the registered entity

submits a transaction report to the accounts administrator listing its
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account number, the serial numbers of the instruments to be retired,

and the ARB Retirement Account as the destination account.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.

Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

8§ 95923. Disclosure of Cap-and-Trade Contractors.

(a) Criteria for Determining Cap-and-Trade Contractors.

(1) A “Cap-and-Trade Contractor” is a contractor employed by an entity

registered in the cap-and-trade program to work on cap-and-trade

compliance if the contractor:

(A) Verifies the entity’s emissions as part of ARB’s Mandatory

Reporting Regulation;

(B)  Aduvises or consults with the entity regarding compliance with

the Cap-and-Trade Program, and receives information from

another registered Cap-and-Trade participant;

(b)  An entity employing Cap-and-Trade Contractors defined per 95923(a)

must disclose the following information for each Cap-and-Trade

Contractor, unless already disclosed pursuant to section 95914(c)(3):

(1) Information to identify the Contractor, including:
(A) Name;
(B) Contact information;

(C) Physical work address of the Contractor;

(2) A brief description of the work performed by the Contractor, to include

information sufficient to explain the entity’s evaluation of the measures

contained in section 95923(a) used to determine the Contractor

relationship.
(c)  The entity must disclose the information pursuant to section 95923(d) to

the Executive Officer:

(1) When reqistering pursuant to section 95830;
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(2) Atany time after reqgistering when a Contractual agreement pursuant to

section 95923(a) is created;

(3) Within 30 days of a change to the information disclosed on

Contractors.

Subarticle 12: Linkage to External Greenhouse Gas Emissions Trading
Systems

§ 95940. General Requirements.

A compliance instrument issued by an external greenhouse gas emissions
trading system (GHG ETS) may be used to meet the requirements of this Article
if the external GHG ETS and the compliance instrument have been approved

pursuant to this section and section 95941.

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

§ 95941. Procedures for Approval of External GHG ETS.

The Board may approve a linkage with an external GHG ETS after public notice
and opportunity for public comment in accordance with the Administrative
Procedure Act (Government Code sections 11340 et seq.). Provisions set forth
in this Article shall specify which compliance instruments issued by a linked GHG

ETS may be used to meet a compliance obligation under this Article.

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

§ 95942. Interchange of Compliance Instruments with Linked External

Greenhouse Gas Emissions Trading Systems.

(@  Once alinkage is approved, a compliance instrument issued by the
approved external GHG ETS, as specified in this section, may be used to
meet a compliance obligation under this Article.
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(b)

(€)

(d)

(e)

(f)

(9)

(h)

An allowance issued by an approved external GHG ETS and specified in
this section is not subject to the quantitative usage limit specified in
section 95854.

An offset credit or sector-based credit issued by an external GHG ETS is
subject to the quantitative usage limit specified in section 95854, when
used to meet a compliance obligation under this Article.

Once a linkage is approved, a compliance instrument issued by California
may be used to meet a compliance obligation within the approved External
GHG ETS.

Once a linkage is approved, a compliance instrument issued by the linked
jurisdiction may be used to meet a compliance obligation in California.
The administrator of the approved External GHG ETS must agree to

inform the Executive Officer of any of the serial numbers of California

compliance instruments that the External GHG ETS accepts for
compliance.
The Executive Officer will agree to inform the appropriate official in the

approved External GHG ETS of any of the serial numbers of compliance

instruments accepted by California for compliance.

The Executive Officer will register into the Retirement Account compliance
instruments issued by California that are used for compliance within the
approved External GHG ETS, along with information identifying the

External GHG ETS actually retiring the compliance instruments.

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

8§ 95943. Linked External GHG ETS.

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

following programs to meet their compliance obligation under this article:

(@)

Government of Quebec (effective January 1, 2014).

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

Subarticle 13: ARB Offset Credits and Registry Offset Credits

§ 95970. General Requirements for ARB Offset Credits.

An Offset Project Operator or Authorized Project Designee must ensure the
requirements for ARB offset credits and registry offset credits are met as follows:
(@)  Arreqistry offset credit must:

(1) Represent a GHG emission reduction or GHG removal enhancement
that is real, additional, quantifiable, permanent, verifiable, and
enforceable;

(2) Result from the use of a Compliance Offset Protocol that meets the
requirements of section 95972 and is adopted by the Board pursuant
to section 95971,

(3) Result from an offset project that meets the requirements specified in
section 95973;

4) Result from an offset project that is listed pursuant to section 95975;

5) Result from an offset project that follows the monitoring, reporting and
record retention requirements pursuant to section 95976;

(6) Result from an offset project that is verified pursuant to sections 95977
through 95978; and

(7) Be issued pursuant to section 95980.1 by an Offset Project Registry
approved pursuant to section 95986.

(b)  An ARB offset credit must meet the requirements in sections 95970(a)(1)
through (a)(6) and:

Q) Be issued pursuant to section 95981.1;

(2) Be registered pursuant to section 95982; and

(3)  When used for compliance under this article, be subject to the
guantitative usage limit pursuant to section 95854.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,

Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.
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§ 95971. Procedures for Approval of Compliance Offset Protocols.

(@)

(b)

NOTE:

The Board shall provide public notice of and opportunity for public
comment prior to approving any Compliance Offset Protocols, including
updates or modifications to existing Compliance Offset Protocols.

All Compliance Offset Protocols shall be reviewed and periodically
revised, if needed, in compliance with the California Administrative

Procedure Act, if applicable.

Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,

Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

§ 95972. Requirements for Compliance Offset Protocols.

(@)
(1)

(2)

3)

(4)

(5)

(6)

To be approved by the Board, a Compliance Offset Protocol must:
Accurately determine the extent to which GHG emission reductions
and GHG removal enhancements are achieved by the offset project
type;

Establish data collection and monitoring procedures relevant to the
type of GHG emissions sources, GHG sinks, and GHG reservoirs for
that offset project type;

Establish a project baseline that reflects a conservative estimate of
business-as-usual performance or practices for the offset project type;
Account for activity-shifting leakage and market-shifting leakage for the
offset project type, unless the Compliance Offset Protocol stipulates
eligibility conditions for use of the Compliance Offset Protocol that
eliminate the risk of activity-shifting and/or market-shifting leakage;
Account for any uncertainty in quantification factors for the offset
project type;

Ensure GHG emission reductions and GHG removal enhancements

are permanent;
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(7)

(8)

9)

(b)

()

Include a mechanism to ensure permanence of GHG removal
enhancements for sequestration offset project types;

Establish the length of the crediting period pursuant to section
95972(b) for the relevant offset project type; and

Establish the eligibility and additionality of projects using standard
criteria, and quantify GHG reductions and GHG removal
enhancements using standardized baseline assumptions, emission

factors, and monitoring methods.

Crediting Periods. The crediting period for a non-sequestration offset
project must be no less than 7 years and no greater than 10 years, unless
specified otherwise in a Compliance Offset Protocol. The crediting period
for a sequestration offset project must be no less than 10 years and no
greater than 30 years.

Geographic Applicability. A Compliance Offset Protocol must specify
where the protocol is applicable. The geographic boundary must be within
the United States-erts, United States Territories, Canada, or Mexico.

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

§ 95973. Requirements for Offset Projects Using ARB Compliance Offset

Protocols.

(@)

(1)

(2)

General Requirements for Offset Projects. To qualify under the provisions
set forth in this article, an Offset Project Operator or Authorized Project

Designee must ensure that an offset project:

Meets all of the requirements in a Compliance Offset Protocol
approved by the Board pursuant to section 95971,

Meets the following additionality requirements, as well as any
additionality requirements in the applicable Compliance Offset
Protocol, as of the date of Offset Project Commencement:

(A)  The activities that result in GHG reductions and GHG removal

enhancements are not required by law, regulation, or any legally
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(b)

3)

(B)

(©)

|

6.

binding mandate applicable in the offset project’s jurisdiction,
and would not otherwise occur in a conservative business-as-
usual scenario;
The Offset Project Commencement date occurs after December
31, 2006, unless otherwise specified in the applicable
Compliance Offset Protocol, except as provided in section
95973(c); and
The GHG reductions and GHG removal enhancements resulting
from the offset project exceed the project baseline calculated by
the Compliance Offset Protocol for that offset project type as set
forth in the following:
Compliance Offset Protocol Ozone Depleting Substances
Projects, incorporated by reference October 20, 2011;
Compliance Offset Protocol Livestock Projects, incorporated
by reference October 20, 2011;
Compliance Offset Protocol Urban Forest Projects,
incorporated by reference October 20, 2011; and
Compliance Offset Protocol U.S. Forest Projects,
incorporated by reference October 20, 2011:;
Compliance Offset Protocol Mine Methane Capture Projects,

incorporated by reference October XX, 2013; and

Compliance Offset Protocol Rice Cultivation Projects,

incorporated by reference October XX, 2013.

Is located in the United States erits, United States Territories, Canada,

or Mexico.

Local, Regional, and National Regulatory and Environmental Impact

Assessment Requirements. An Offset Project Operator or Authorized

Project Designee must fulfill all local, regional, and national requirements

on environmental impact assessments that apply based on the offset

project location. In addition, offset projects must also fulfill all local,

regional, and national environmental and health and safety requlatory
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(€)

(d)

(1)

(2)

3)

NOTE:

requirements that apply based on the offset project location and that

directly apply to the offset project, including as specified in a Compliance

Offset Protocol. Offset projects are not eligible to receive ARB or registry

offset credits for GHG reductions or GHG removal enhancements if the

offset project is not in compliance with requlatory requirements directly

applicable to the offset project.

Early Action Offset Project Commencement Date. Offset projects that
transition to Compliance Offset Protocols pursuant to section 95990(k)
may have an Offset Project Commencement date before December 31,
2006.
Any Offset Project Operator or Authorized Project Designee seeking to list
an offset project situated on any of the following categories of land must
demonstrate the existence of a limited waiver of sovereign immunity
between ARB and the governing body of the Tribe entered into pursuant
to section 95975(1):

Land that is owned by, or subject to, an ownership or possessory

interest of the Tribe;

Land that is “Indian lands” of the Tribe, as defined by 25 U.S.C,

881(a)(1); or

Land that is owned by any person, entity, or tribe, within the external

borders of such Indian lands.

Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,

Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

§ 95974. Authorized Project Designee.

(@)

General Requirements for Designation of Authorized Project Designee.
An Offset Project Operator may designate an entity as an Authorized
Project Designee at the time of offset project listing or any time after offset
project listing as long as it meets the requirements of section

95974(h). The Offset Project Operator must identify to ARB or an Offset
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(1)

(2)

The Offset Project Operator may assign ownership rights of ARB offset
credits or registry offset credits to the following_entities at the time of

reqistry offset credit or ARB offset credit issuance pursuant to sections
95980.1 and 95981, respectively:
(A)  Authorized Project Designee; or

(B)  Any other third party not otherwise prohibited by this article.
The Offset Project Operator may delegate responsibility to the
Authorized Project Designee for performing or meeting all the
requirements of sections 95975, 95976, 95977, 95977.1, 95977.2,
95980, 95980.1, 95981, 95981.1, 95983, and, where specifically

identified, sections 95985, and 95990,-where-specifically-identifiedon
behalf of the Offset Project Operator.

(A) If an Authorized Project Designee is designated, the Authorized

Project Designee will be responsible for performing all activities

to meet the requirements in the section 95974(a)(2) and will be

the main point of contact with regard to the offset project for the
Offset Project Registry and ARB. The Offset Project Operator,

however, is ultimately responsible for ensuring compliance with

the requirements of this article and the applicable Compliance
Offset Protocol.

(B) If an Authorized Project Designee is designated, the Offset

Project Operator must designate an individual of the Authorized

Project Designee as a Primary Account Representative or

Alternate Account Representative on the Offset Project

Operator’s tracking system account before the Authorized

Project Designee may act on behalf of the Offset Project

Operator or submit any documentation to the Offset Project

Registry and ARB. Only an individual authorized on the Offset

Project Operator’s tracking system account may sign any
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(b)

documents or attestations to ARB on behalf of the Offset Project

Operator for an offset project.

Modifications to Authorized Project Designee and Activities. An Offset
Project Operator may modify or change an Authorized Project Designee,
or any other third party authorized pursuant to section 95974(a)(1) for a
listed offset project once within each calendar year after the offset project
has been listed by ARB or an Offset Project Registry by submitting a
request, in writing, to ARB or an Offset Project Registry.

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

§ 95975. Listing of Offset Projects Using ARB Compliance Offset

Protocols.

(@)

(b)

()

General Requirements for Offset Project Operators or Authorized Project
Designees Who Are Submitting an Offset Project for Listing. Before an
offset project can be listed by ARB or an Offset Project Registry the Offset
Project Operator; and its Authorized Project Designee-and, if applicable,
another-third-party-asprovided-in-section-95974(a)(1) must:

Register with ARB pursuant to section 95830; and

Not be subject to any Holding Account restrictions imposed pursuant to

section 96011.
If the offset project is not listed by ARB, it must be listed by an Offset
Project Registry approved pursuant to section 95986.
General Requirements for Offset Project Listing. For offset projects being
listed by ARB or an Offset Project Registry in an initial or renewed
crediting period, the Offset Project Operator and any Authorized Project
Designees approved pursuant to section 95974 must:

Attest, in writing, to ARB as follows:

“I certify under penalty of perjury under the laws of the State of

California the GHG reductions and/or GHG removal enhancements for
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(d)

(€)

(2)

3)

(4)

(5)

[project] from [date] to [date] will be measured in accordance with the
[appropriate ARB Compliance Offset Protocol] and all information
required to be submitted to ARB is true, accurate, and complete;.”;
Attest, in writing, to ARB as follows:

“I understand | am voluntarily participating in the California
Greenhouse Gas Cap-and-Trade Program under title 17, article 5, and
by doing so, | am now subject to all regulatory requirements and
enforcement mechanisms of this program and subject myself to the
jurisdiction of California as the exclusive venue to resolve any and all
disputes arising from the enforcement of provisions in this article.”;
Attest in writing to ARB as follows:

“I understand that the offset project activity and implementation of the
offset project must be in accordance with all applicable local, regional,
and national environmental and health and safety laws and regulations
that apply to the offset project location. | understand that offset
projects are not eligible to receive ARB or registry offset credits for
GHG reductions and GHG removal enhancements that are not in
compliance with the requirements of the cap-and-trade program.”;
Provide all documentation required pursuant to section 95975(e) to
ARB or an Offset Project Registry; and

Disclose GHG reductions and GHG removal enhancements issued
credit by any voluntary or mandatory programs for the same offset
project being listed or any GHG reductions and GHG removal
enhancements used for any GHG mitigation requirement.

The attestations in section 95975(c)(1), 95975(c)(2), and 95975(c)(3) may
must be provided to an Offset Project Registry with the listing information,

if being listed with an Offset Project Reqistry, or to ARB if being listed with

Offset Project Listing Information Requirements. Before an offset project

is publicly listed for an initial or renewed crediting period the Offset Project
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Operator or Authorized Project Designee must provide the listing
information in a Compliance Offset Protocol for that offset project type as
set forth in:
Compliance Offset Protocol Ozone Depleting Substances Projects,
October 20, 2011;
Compliance Offset Protocol Livestock Projects, October 20, 2011;
Compliance Offset Protocol Urban Forest Projects, October 20,
2011; and
Compliance Offset Protocol U.S. Forest Projects, October 20, 2011-;

Compliance Offset Protocol Mine Methane Capture Projects,

incorporated by reference October XX, 2013; and

Compliance Offset Protocol Rice Cultivation Projects, incorporated by
reference October XX, 2013.

Review of Offset Project Listing Information. ARB or the Offset Project

Reqistry will review the offset project listing information submitted

pursuant to section 95975(e) for completeness within 15 calendar days of

receiving the listing information from the Offset Project Operator or

Authorized Project Designee.

Notice of Completeness for Offset Project Listing Information. The Offset
Project Operator or Authorized Project Designee will be notified after
review by ARB or the Offset Project Registry, if the information submitted
pursuant to section 95975(e) is complete and may be listed. If #HsARB or

the Offset Project Reqistry determined that the information submitted

pursuant to section 95975(e) is incomplete_or that a denial of the listing

information is required, ARB or the Offset Project Reqistry will notify the

Offset Project Operator or Authorized Project Designee of this
determinationwitt-be-netified-within 30 calendar days by-ARB-eran-Offset
ProjectRegistryof receiving the listing information from the Offset Project

Operator or Authorized Project Designee.

Timing for Offset Project Listing in an Initial Crediting Period. The Offset

Project Operator or Authorized Project Designee must submit the
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information in section 95975(e) to ARB or an Offset Project Registry no
later than the date at which the Offset Project Operator or Authorized
Project Designee submits its required Offset Project Data Report for its
initial Reporting Period under a Compliance Offset Protocol to ARB or an

Offset Project Registry pursuant to section 95976._For offset projects with

an Offset Project Commencement date on or after January 1, 2015, the

Offset Project Operator or Authorized Project Designee must list the offset

project with ARB or an Offset Project Reqistry within one year of Offset

Project Commencement. If, after January 1, 2015, the Offset Project

Operator or Authorized Project Designee does not list the offset project

within one year of Offset Project Commencement, it will be ineligible to be

listed under a Compliance Offset Protocol and will not be issued registry

offset credits and ARB offset credits pursuant to sections 95980 and
95981.
Listing Status of Offset Projects in an Initial Crediting Period. After the

Offset Project Operator or Authorized Project Designee submits the offset
project for listing in an initial crediting period and the required
documentation pursuant to section 95975(e), and ARB or the Offset
Project Registry has reviewed the offset project listing information for
completenessagainst-the-additiohality requirements-in-section
95973(a}2), the offset project listing status will be “Proposed Project.” If

the offset project is not accepted for listing by an Offset Project Registry,

the Offset Project Operator or Authorized Project Designee may request
ARB to make a final determination if the offset project meets the
requirements in section 95975 to be listed for an initial crediting period by
the Offset Project Registry. In making this determination, ARB may
consult with the Offset Project Registry before making the final
determination.

Timing for Offset Project Listing in a Renewed Crediting Period. The
Offset Project Operator or Authorized Project Designee must submit the

information in section 95975(e) for a renewed crediting period to ARB or
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an Offset Project Registry no earlier than 18 months and no later than 9
months before conclusion of the initial crediting period or a previous
renewed crediting period.

Listing Status of Offset Projects in a Renewed Crediting Period. After the
Offset Project Operator or Authorized Project Designee submits the offset
project for listing in a renewed crediting period and the required
documentation pursuant to section 95975(e), and ARB or the Offset

Project Registry has reviewed the offset project listing information for

completenessagainst the additionality requirements in section
95973 (a2 A)and- 95973 (a2 C)as-of the-date-of the-commencement
of-the-renewed-crediting-period, the offset project listing status will be

“Proposed Renewal.” If the offset project is not accepted for listing by an

Offset Project Registry, the Offset Project Operator or Authorized Project
Designee may request ARB to make a final determination if the project
meets the requirements in section 95975 to be listed for a renewed
crediting period by the Offset Project Registry. In making this
determination, ARB may consult with the Offset Project Registry before
making the final determination.
Additional Offset Project Listing Requirements for Tribes. In addition to
meeting the listing requirements in sections 95975(c)(1) through (5),
Tribes must meet the following requirements before offset projects located
on the categories of land specified in section 95973(d) can be listed with
ARB or an Offset Project Registry pursuant to this section. The
requirements of this article apply regardless of the category of land on
which the offset project is located.
The governing body of the Tribe must enter into a limited waiver of
sovereign immunity with ARB related to its participation in the
requirements of the Cap-and-Trade Program for the duration required
by the applicable Compliance Offset Protocol(s). This waiver must
include a consent to suit by the State of California, Air Resources

Board, in the courts of the State of California, with respect to any
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action in law or equity commenced by the State of California, Air

Resources Board to enforce the obligations of the Tribe with respect to
its participation in the Cap-and-Trade Program, irrespective of the form
of relief sought, whether monetary or otherwise, except for purposes of

relief under this limited waiver, Tribes shall be treated in the same

manner as a California public entity under California Government Code
sections 818 and 818.8.

The Tribe must provide ARB with documentation demonstrating that

the limited waiver of sovereign immunity entered into pursuant to
section 95975(1)(1) has been properly adopted in accordance with the
Tribe’s Constitution or other organic law, by-laws and ordinances, and
applicable federal laws.

For offset projects located on Indian lands, as defined in 25 U.S.C.
881(a)(1), the Tribe must also provide ARB with proof of federal
approval of the Tribe’s participation in the requirements of the Cap-
and-Trade Program, or documentation from the U.S. Department of the

Interior, Bureau of Indian Affairs that federal approval is not required.

Once ARB or an Offset Project Reqistry approves an offset project for

(kn)
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listing, the listing information is considered final, and cannot be changed.

Limitations for Crediting Period Renewals. A crediting period may be
renewed if the offset project meets the requirements for additionality
pursuant to section-95945()95973(a)(2) and in the applicable Compliance
Offset Protocol.

The crediting period for non-sequestration offset projects may be
renewed twice for the length of time identified by the Compliance
Offset Protocol.

Sequestration offset projects are not subject to any renewal limits.

Transferring an Offset Project to Another Offset Project Reqistry. If the

Offset Project Operator or Authorized Project Designee transfers an offset

project listed with an Offset Project Reqistry to another Offset Project

Reqistry:
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The Offset Project Registry that originally listed the offset project must

change the offset project listing status on its reqistry system to
“Delisted ARB Project.”

(A) Ifthe only actions taken by the Offset Project Operator or the

Authorized Project Designee were to submit the listing

documentation for the offset project, the original Offset Project

Reqistry must retain the information related to the offset project

on its website for the duration of one year before it is removed

from the reqistry system.

(B) If a verification body submitted an Offset Verification Statement,

or Reqistry Offset Credits or ARB offset credits were issued to

the offset project, the original Offset Project Reqistry must retain

the information related to the offset project on its website for the

duration of the offset project life.

(C) The new Offset Project Registry must retain the listing date and

all listing information as approved by the original Offset Project

Registry. If the offset project has not undergone initial

verification, the Offset Project Commencement date may

change as a result of verification activities.

The Offset Project Operator or Authorized Project Designee must

submit the original listing documentation reviewed and accepted by the

original Offset Project Registry pursuant to this section to the new

Offset Project Reqistry. The Offset Project Operator or Authorized

Project Designee may not make changes to the listing documentation

pursuant to section 95975(1).

The Offset Project Operator or Authorized Project Designee may not

transfer an offset project to another Offset Project Reqistry during the

course of offset verification services, or once a Notice of Offset

Verification Services has been submitted pursuant to section
95977.1(b)(1). Once a Notice of Offset Verification Services has been

submitted, the offset verification services must be completed for the
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applicable Reporting Period before the Offset Project Operator or

Authorized Project Designee may transfer the offset project to another

Offset Project Reqistry.

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

8 95976. Monitoring, Reporting, and Record Retention Requirements for
Offset Projects.

(@) General Requirements for Monitoring Equipment for Offset Projects. The
Offset Project Operator or Authorized Project Designee must employ the
procedures in the Compliance Offset Protocol for monitoring
measurements and project performance for offset projects. All required
monitoring equipment must be maintained and calibrated in a manner and
at a frequency required by the equipment manufacturer, unless otherwise
specified in the applicable Compliance Offset Protocol. All modeling,
monitoring, sampling, or testing procedures must be conducted in a
manner consistent with the applicable procedure.

(b)  The Offset Project Operator or Authorized Project Designee must use the
missing data methods as provided in a Compliance Offset Protocol for that
offset project type, if provided and applicable.

(© An Offset Project Operator or Authorized Project Designee must put in
place all monitoring equipment or mechanisms required by a Compliance
Offset Protocol for that offset project type as set forth in:

(2) Compliance Offset Protocol Ozone Depleting Substances Projects,
October 20, 2011;

(2) Compliance Offset Protocol Livestock Projects, October 20, 2011;

(3) Compliance Offset Protocol Urban Forest Projects, October 20,
2011; and

(4) Compliance Offset Protocol U.S. Forest Projects, October 20, 2011:;

(5) Compliance Offset Protocol Mine Methane Capture Projects,

incorporated by reference October XX, 2013; and
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Compliance Offset Protocol Rice Cultivation Projects, incorporated by
reference October XX, 2013.
Offset Project Reporting Requirements. An Offset Project Operator or

Authorized Project Designee shall submit an Offset Project Data Report to
ARB or an Offset Project Registry annually-for each Reporting Period_as

defined in section 95802. Each Offset Project Data Report must cover a

single Reporting Period. Reporting Periods must be contiguous; there
must be no gaps in reporting once the first Reporting Period has

commenced. For projects developed under the Compliance Offset

Protocol Ozone Depleting Substances Projects, October 20, 2011 there

may be one Offset Project Data Report submitted for each offset project

and the Offset Project Data Report may cover up to a maximum of 12

months of data. The Offset Project Operator or Authorized Project

Designee must submit an Offset Project Data Report to ARB or an Offset
Project Registry within 24 months of listing their offset project pursuant to
section 95975. The Offset Project Data Report shall contain the
information required by a Compliance Offset Protocol for that offset project
type as set forth in:

Compliance Offset Protocol Ozone Depleting Substances Projects,

October 20, 2011;

Compliance Offset Protocol Livestock Projects, October 20, 2011;

Compliance Offset Protocol Urban Forest Projects, October 20,

2011; and

Compliance Offset Protocol U.S. Forest Projects, October 20, 2011-;

Compliance Offset Protocol Mine Methane Capture Projects,

incorporated by reference October XX, 2013; and

Compliance Offset Protocol Rice Cultivation Projects, incorporated by
reference October XX, 2013.

(57) The Offset Project Operator or Authorized Project Designee must

attest, in writing, to ARB as follows:
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“I certify under penalty of perjury under the laws of the State of
California the GHG reductions and/or GHG removal enhancements for
[project] from [date] to [date] are measured in accordance with the
[appropriate ARB Compliance Offsetappreved-pProtocol] and all

information required to be submitted to ARB in the Offset Project Data

Report is true, accurate, and complete.”

This attestation maymust be provided to an Offset Project Registry with
the Offset Project Data Report_if the offset project is listed with an
Offset Project Reqistry, or to ARB if the offset project is listed with ARB

All Offset Project Data Reports must be submitted within four months
after the conclusion of each Reporting Period.

If an Offset Project Data Report is not submitted to ARB or an Offset
Project Registry by the applicable reporting deadline, the GHG
reductions and GHG removal enhancements quantified and reported in
the Offset Project Data Report are not eligible to be issued ARB offset

credits pursuant to section 95981.

Requirements for Record Retention for Offset Projects. An Offset Project

Operator or Authorized Project Designee must meet the following

requirements:

(1)

The Offset Project Operator or Authorized Project Designee must

retain the following documents:

(A)  Allinformation submitted as part of the Offset Project Data
Report;

(B) Documentation of the offset project boundary, including a list of
all GHG emissions sources, GHG sinks, and GHG reservoirs
included in the offset project boundary and the project baseline,
and the calculation of the project baseline, project emissions,

GHG emission reductions, and GHG removal enhancements;
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(C)  Fuel use and any other underlying measured or sampled data
used to calculate project baseline emissions, GHG emission
reductions, and GHG removal enhancements for each source,
categorized by process and fuel, or material type;

(D)  Documentation of the process for collecting fuel use or any
other underlying measured or sampled data for the offset project
and its GHG emissions sources, GHG sinks, and GHG
reservoirs for quantifying project baseline emissions, project
emissions, GHG emission reductions, and GHG removal
enhancements;

(E) Documentation of all project baseline emissions, project
emissions, GHG emission reductions, and GHG removal
enhancements;

(F)  All point of origin and chain of custody documents required by a
Compliance Offset Protocol, if applicable;

(G) All chemical analyses, results, and testing-related
documentation for material and sources used for inputs to
project baseline emissions, project emissions, GHG emission
reductions, and GHG removal enhancements;

(H)  All model inputs or assumptions used for quantifying project
baseline emissions, project emissions, GHG emission
reductions, and GHG removal enhancements;

() Any data used to assess the accuracy of project baseline
emissions, GHG emission reductions, and GHG removal
enhancements from each offset project GHG emissions source,
GHG sink, and GHG reservoir, categorized by process;

@)] Quality assurance and quality control information including
information regarding any measurement gaps, missing data
substitution, calibrations or maintenance records for monitoring

equipment, or models providing data for calculating project
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baseline emissions, project emissions, GHG emission
reductions, and GHG removal enhancements;

(K) A detailed technical description of any offset project continuous
measurement/monitoring system, including documentation of
any findings and approvals by federal, state, and local agencies;

(L) Raw and aggregated data from any measurement system,;

(M)  Documentation of any changes over time and the log book on
tests, down-times, calibrations, servicing, and maintenance for
any measurement/monitoring equipment providing data for
project baseline calculations, project emissions, GHG emission
reductions, and GHG removal enhancements;

(N)  For sequestration offset projects, documentation of inventory
methodologies and sampling procedures including all
calculation methodologies and equations used, and any data
related to plot sampling; and

(O)  Any other documentation or data required to be retained by a
Compliance Offset Protocol, if applicable.

Documents listed in section 95976(e)(1) associated with the

preparation of an Offset Project Data Report shall be retained in paper,

electronic, or other usable format for a minimum of 15 years following
the issuance of ARB offset credits related to that Offset Project Data

Report. All other documents shall be retained in paper, electronic, or

other usable format for a minimum of 15 years.

The documents retained pursuant to this section must be sufficient to

allow for the verification of each Offset Project Data Report.

Upon request by ARB or an Offset Project Registry, the Offset Project

Operator or Authorized Project Designee must provide to ARB or an

Offset Project Registry all documents pursuant to this section,

including data used to develop an Offset Project Data Report within 10

calendar days of the request.

266



(f)

(1)

(2)

General Procedure for Interim Gas or Fuel Analytical and Monitoring
Equipment Data Collection. This section only applies if a Compliance
Offset Protocol does not already include methods for collecting or
accounting for data in the event of missing data due to an unforeseen
breakdown of gas or fuel analytical monitoring data equipment.
In the event of an unforeseen breakdown of offset project data
monitoring equipment and gas or fuel flow monitoring devices required
for the GHG emission reductions and GHG removal enhancement
estimation, ARB may authorize an Offset Project Operator or
Authorized Project Designee to use an interim data collection
procedure if ARB determines that the Offset Project Operator or
Authorized Project Designee has satisfactorily demonstrated that:

(A)  The breakdown may result in a loss of more than 20 percent of
the source’s gas or fuel data for the year covered by an Offset
Project Data Report;

(B) The gas or fuel analytical data monitoring equipment cannot be

promptly repaired or replaced without shutting down a process

unit significantly affecting the offset project operations, or that
the monitoring equipment must be replaced and replacement
equipment is not immediately available;

(C)  The interim procedure will not remain in effect longer than is
reasonably necessary for repair or replacement of the
malfunctioning data monitoring equipment; and

(D)  The request was submitted within 30 calendar days of the
breakdown of the gas or fuel analytical data monitoring
equipment.

An Offset Project Operator or Authorized Project Designee seeking

approval of an interim data collection procedure must, within 30

calendar days of the monitoring equipment breakdown, submit a

written request to ARB that includes all of the following:

(A)  The proposed start date and end date of the interim procedure;
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(B) A detailed description of what data are affected by the
breakdown;

(C)  Addiscussion of the accuracy of data collected during the interim
procedure compared with the data collected under the Offset
Project Operator’s or Authorized Project Designee’s usual
equipment-based method; and

(D) A demonstration that no feasible alternative procedure exists
that would provide more accurate emissions data.

ARB may limit the duration of the interim data collection procedure or

include other conditions for approval.

Data collected pursuant to an approved interim data collection

procedure shall be considered captured data for purposes of

compliance with a Compliance Offset Protocol. When approving an
interim data collection procedure, ARB shall determine whether the
accuracy of data collected under the procedure is reasonably
equivalent to data collected from properly functioning monitoring
equipment, and if it is not, the relative accuracy to assign for purposes
of assessing possible offset material misstatement under section
95977.1(b)(3)(Q) of this article.

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

§ 95977. Verification of GHG Emission Reductions and GHG Removal

Enhancements from Offset Projects.

(@)

(b)

General Requirements. An Offset Project Operator or Authorized Project
Designee must obtain the services of an ARB-accredited verification body
for the purposes of verifying Offset Project Data Reports submitted under
this article.

Schedule for Verification of Non-Sequestration Offset Projects. The
verification of GHG emission reductions for non-sequestration offset

projects that produce greater than or equal to 25,000 metric tons of GHG
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reductions must be performed arnually-on a 12-month rolling basis and

cover the Reporting Period for which the most recent Offset Project Data
Report was submitted. For Reporting Periods in which an Offset Project
Data Report for a non-sequestration offset project shows that the offset
project produced fewer than 25,000 metric tons of GHG reductions, the
Offset Project Operator or Authorized Project Designee may choose to
perform verification that covers two consecutive Reporting Periods, even if

for the subsequent Reporting Period the offset project produced greater

than or equal to 25,000 metric tons of GHG reductions. If an Offset

Project Data Report results in zero GHG emission reductions, the Offset

Project Operator or Authorized Project Designee may defer verification

until the offset project produces an Offset Project Data Report that no

longer results in zero GHG emission reductions.

Schedule for Verification of Sequestration Offset Projects. FheAn initial
verification of GHG emission reductions and GHG removal enhancements
for sequestration offset projects must be performed following the first

Reporting Period and cover one Reporting Period. After the first

Reporting Period, verification must be conducted at least once every six

years and may cover up to six Reporting Periods for which Offset Project
Data Reports were submitted. After an initial verification with a Positive

Offset Verification Statement, reforestation offset projects and urban forest

offset projects that meet the requirements of the applicable Compliance

Offset Protocol may defer the second verification for twelve years, but

verification of Offset Project Data Reports must be performed at least
once every six years thereatfter.

Timing for Submittal of Offset Verification Statements to ARB or an Offset
Project Registry. Any Offset Verification Statement must be received by
ARB or an Offset Project Registry within rireeleven months after the
conclusion of the Reporting Period for which offset verification services
were performed. If the Offset Verification Statement is not submitted to

ARB or an Offset Project Registry by the verification deadline, the GHG
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reductions and GHG removal enhancements quantified and reported in
the Offset Project Data Report are not eligible to be issued ARB offset

credits or registry offset credits. The verification body must issue one

Offset Verification Statement for each Offset Project Data Report that it

verifies for the Offset Project Operator or Authorized Project Designee.

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

§ 95977.1. Requirements for Offset Verification Services.

(@)

Rotation of Verification Bodies. An offset project shall not have more

than six consecutive years-of-offset-project-dataReporting Periods verified

by the same verification body or verifier(s), unless otherwise specified in
section 95977.1(a)(1) or (a)(2). An Offset Project Operator or Authorized

Project Designee may contract with a previous verification body or

verifier(s) only if at least three years-of the-offsetproject-dataconsecutive

Reporting Periods have been verified by a different verification body or

verifier(s) before the previous verification body is selected again, unless
otherwise specified in section 95977.1(a)(1) or (a)(2). The sixyear

rotation requirements in this section areis applied between the Offset

Project Operator-e¥, and Authorized Project Designee, if applicable, and

the verification body erand verifier(s) on an offset project basis.

For offset projects developed under the Compliance Offset Protocol

Ozone Depleting Substances Projects, October 20, 2011, the

following shall apply: An Offset Project Operator or Authorized

Project Designee shall not have more than six offset projects verified

by the same verification body and verifier(s). An Offset Project

Operator or Authorized Project Designee may contract with a previous

verification body and verifier(s) only if at least three consecutive offset

projects have been verified by a different verification body or

verifier(s) before the previous verification body is selected again.
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For reforestation offset projects developed under, and meeting the

requirements of, the Compliance Offset Protocol U.S. Forest Projects,

October 20, 2011, and urban forest offset projects developed under,

and meeting the requirements of, the Compliance Offset Protocol

Urban Forest Projects, October 20, 2011, the following shall apply:

An Offset Project Operator or Authorized Project Designee that has

deferred the second verification for 12 years may have up to 13 Offset

Project Data Reports verified by the same verification body and

verifier(s). If an Offset Project Operator or Authorized Project

Designee has not deferred the second verification to 12 years, the

requirements in section 95977.1(a) for rotation of verification bodies

and verifier(s) shall apply. An Offset Project Operator or Authorized

Project Designee may contract with a previous verification body and

verifier(s) only if at least three consecutive Offset Project Data

Reports have been verified by a different verification body or

verifier(s) before the previous verification body is selected again.

Offset Verification Services. Offset Verification Services shall be subject

to the following requirements.

Notice of Offset Verification Services for Offset Projects. Before offset
verification services, as defined in section 95977.1(b)(3), may begin,

the verification body must submit a Notice of Offset Verification
Services to ARB and an Offset Project Registry, if applicable. The
verification body may begin offset verification services for the Offset
Project Operator or Authorized Project Designee 10-working30
calendar days after the Notice for Offset Verification Services is
received by ARB erand the Offset Project Registry, or earlier, if
approved by ARB in writing. The Notice ferof Offset Verification
Services must include the following information:
(A)  The name of the offset project type, including the length of the
offset project crediting period, and title of the Compliance Offset

Protocol used to implement the offset project;
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(B)

(©)

(D)

A list of staff who will be designated to provide offset verification
services as part of an offset verification team, including the
names of each designated staff member, the lead verifier,
independent reviewer, all subcontractors, and a description of
the roles and responsibilities each team member will have
during the offset verification process;
Documentation that the offset verification team has the skills
required to provide offset verification services for the Offset
Project Operator or Authorized Project Designee. At least one
offset verification team member must be accredited by ARB as
an offset project specific verifier for an offset project of that type;
and
General information on the Offset Project Operator or
Authorized Project Designee, including:
The name of the Offset Project Operator or Authorized
Project Designee, including contact information, address,
telephone number, and email address;
The locations that will be subject to offset verification
services;
The date(s) of on-site visits, with address and contact
information; and
A brief description of expected offset verification services to

be performed, including expected completion date.

If any information submitted pursuant to sections 95977.1(b)(1)(B) and

95977.1(b)(1)(D) changes after the Notice for Offset Verification
Services is submitted to ARB and the Offset Project Registry, if

applicable, the verification body must notify ARB and the Offset Project
Registry by submitting an updated conflictof-interestself-evaluation

formNotice of Offset Verification Services as soon as the change is

made, but, at least five days prior to the start of offset verification

services. If any information submitted pursuant to sections
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95977.1(b)(1)(B) and 95977.1(b)(1)(D) changes during offset

verification services, the verification body must notify ARB and the

Offset Project Registry, if applicable. In either instance, the eonflict-of

interestNotice of Offset Verification Services must be resubmitted to

ARB ander the Offset Project Registry, as applicable.

Offset verification services must include the following:

(A)

Offset Verification Plan. The Offset Project Operator or
Authorized Project Designee must submit the following
information necessary to develop an Offset Verification Plan_to

the offset verification team:

Information to allow the offset verification team to develop a
general understanding of offset project boundaries,
operations, project baseline emissions, and annual GHG
reductions and GHG removal enhancements;

Information regarding the training or qualifications of
personnel involved in developing the Offset Project Data
Report;

The name and date of the Compliance Offset Protocol used
to quantify and report project baselines, GHG reductions,
GHG removal enhancements, and other required data as
applicable in the Compliance Offset Protocol; and
Information about any data management system, offset
project monitoring system, and models used to track project
baselines, GHG reductions, GHG removal enhancements,
and other required data as applicable in the Compliance
Offset Protocol.

B)5. Timing of Offset Verification Services. The Offset

Verification PlanSuch-nformation shall also include the

following information:

Za. Dates of proposed meetings and interviews with

personnel related to the offset project;
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2b.  Dates of proposed site visits;

3c.  Types of proposed document and data reviews; and

4d.  Expected date for completing offset verification

services.

Planning Meetings with the Offset Project Operator or
Authorized Project Designee. The offset verification team must
discuss with the Offset Project Operator or Authorized Project
Designee the scope of the offset verification services and
request any information and documents needed for initial offset
verification services. The offset verification team must review
the documents submitted and plan and conduct a review of
original documents and supporting data for the Offset Project

Data Report._Any discussions or meetings to secure an offset

verification services contract or collect preliminary project

documents to bid the offset verification services may occur prior

to submitting the Notice of Offset Verification Services pursuant
to section 95977.1(b)(1).

Site Visits for Offset Projects. For a non-sequestration offset

project, at least one accredited offset verifier in the offset
verification team, including the offset project specific verifier,
must make at least one site visit every-yearto for each effset
projectlocationforwhich-an Reporting Period that an Offset

Project Data Report is submitted, except for those non-

sequestration offset projects that qualify for a two-year offset
verification period pursuant to section 95977(b). In this case, at
least one offset verifier in the offset verification team, including
the offset project specific verifier, must make a site visit to-each

offsetproject-locationn-the-year-thatfor the Reporting Period for

which offset verification services are performed. For a forest or

urban forest offset project, at least one accredited offset verifier

in the offset verification team, including the offset project
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specific verifier, must make a site visit every year that offset
verification services are provided, except for those offset
projects approved for less intensive verification, for which a site
visit must be performed at least once every six years. A site

visit is also required after the first full-calendaryear-of
operationsReporting Period of an offset project under a

Compliance Offset Protocol and after the first Reporting Period

for each renewed crediting period under a Compliance Offset

Protocol. The site visit required under this section must be

performed after the Offset Project Operator or Authorized

Project Designee submits its Offset Project Data Report to ARB

or an Offset Project Regqistry. During the_required site visit, the

offset verification team member(s) must conduct the following:

During the initial site visit_conducted following the first

Reporting Period of the crediting period the offset verification

team members must:

a. Assess offset project eligibility and that the offset

project meets the requirements for additionality

according to section 95973 and the applicable
Compliance Offset Protocol;

b. Review the information submitted for listing pursuant
to section 95975;

C. Confirm that the offset project boundary is
appropriately defined;

d. Review project baseline calculations and modeling;

e. Assess the operations, functionality, data control

systems, and review GHG measurement and
monitoring techniques; and
f. Confirm that all applicable eligibility criteria to design,

measure, establish the chain of custody, and monitor
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the offset project conforms to the requirements of the
applicable Compliance Offset Protocol.

a. All criteria pertaining to the eligibility of the offset

project must be assessed during the first site visit in

the initial Reporting Period. All eligibility criteria must

be met and are not subject to sampling. If any of the

eligibility criteria are not met, the project would be

ineligible for crediting and receive an Adverse Offset

Verification Statement.

During the initial site visit conducted following the first

Reporting Period of the crediting period and each

subsequent site visit the offset verification team must:

a. Check that all offset project boundaries, GHG
emissions sources, GHG sinks, and GHG reservoirs
in the applicable Compliance Offset Protocol are
identified appropriately;

b. Review and understand the data management
systems used by the Offset Project Operator or
Authorized Project Designee to track, quantify, and
report GHG reductions, GHG removal enhancements,
or other data required as applicable in the
Compliance Offset Protocol. This includes reviewing
data collection processes and procedures, sampling
techniques and metering accuracy, quality
assurance/quality control processes and procedures,
and missing data procedures. The offset verification
team member(s) must evaluate the uncertainty and
effectiveness of these systems;

C. Interview key personnel involved in collecting offset
project data and preparing the Offset Project Data
Report;
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(E)

Make direct observations of equipment for data
sources and equipment supplying data for GHG
emission sources in the sampling plan determined to
be high risk;

Collect and review other information that, in the
professional judgment of the team, is needed in the
offset verification process;

Confirm the offset project conforms with all local,
state, or federal environmental regulatory
requirements pursuant to section 95973(b), including
health and safety regulations; and

Review all chain of custody documents as required in
the Compliance Offset Protocol, if applicable.

If the offset project is found by the offset verification
team to not meet the requirements of section
95977.1(b)(3)(D)(2.)(f.), the offset project is ineligible
to receive ARB offset credits or registry offset credits
for GHG reductions and GHG removal enhancements
quantified and reported in the Offset Project Data
Report.

The activities performed pursuant to sections
95977.1(b)(3)(D)(2.)(f.) through (b)(3)(D)(2.)(h.) may
be included in a site visit or, alternatively, may be
conducted as part of a desk review.

The offset verification team must review offset project
operations to identify applicable GHG emissions sources,
project emissions, GHG sinks, and GHG reservoirs required to
be included and quantified in the Offset Project Data Report as
required by the applicable Compliance Offset Protocol. This
must include a review of each type of GHG emissions source,

GHG sink, and GHG reservoir to ensure that all GHG emissions
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(F)

(G)

sources, GHG sinks, and GHG reservoirs required to be
reported for the offset project are properly included in the Offset
Project Data Report.
An Offset Project Operator or Authorized Project Designee must
make available to the offset verification team all information and
documentation used to calculate and report project baseline
and anndalproject GHG emissions, GHG reductions, and GHG
removal enhancements and other information required by the
applicable Compliance Offset Protocol.
Sampling Plan for Offset Project Data Reports. As part of
confirming the Offset Project Data Report, the offset verification
team must develop a sampling plan that meets the following
requirements:
The offset verification team must develop a sampling plan
based on a strategic analysis developed from document
reviews and interviews to assess the likely nature, scale, and
complexity of the offset verification services for an Offset
Project Operator or Authorized Project Designee. The
analysis must review the inputs for the development of the
submitted Offset Project Data Report, the rigor and
appropriateness of the GHG data management systems,
and the coordination within an Offset Project Operator’s or
Authorized Project Designee’s organization to manage the
operation and maintenance of equipment and systems used
to develop the Offset Project Data Reports;
The offset verification team must include a ranking of GHG
emissions sources, GHG sinks, and GHG reservoirs within
the offset project boundary by amount of contribution to total
CO.e emissions, GHG reductions, and GHG removal

enhancements, and a ranking of GHG emissions sources,
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GHG sinks, or GHG reservoirs with the largest calculation
uncertainty; and

3. The offset verification team must include a qualitative
narrative of uncertainty risk assessment in the following

areas as applicable to the Compliance Offset Protocol:

a. Data acquisition equipment;

b Data sampling and frequency;

C. Data processing and tracking;

d Project baseline and annualproject GHG emissions,

GHG reductions, and GHG removal enhancement

calculations;
e. Data reporting;_and
gf. Management policies or practices in developing

Offset Project Data Reports.

(H)  After completing the analysis in section 95977.1(b)(3)(G), the
offset verification team must include in the sampling plan a list
which includes the following:

1. GHG emissions sources, GHG sinks, and GHG reservoirs
that will be targeted for document reviews to ensure
conformance with the Compliance Offset Protocol and data
checks as specified in section 95977.1(b)(3)(L) and an
explanation of why they were chosen,;

2. Methods used to conduct data checks for each GHG
emissions source, GHG sink, and GHG reservoir; and

3. A summary of the information analyzed in the data checks
and document reviews conducted for each GHG emissions
source, GHG sink, and GHG reservoir.

() The sampling plan list, prepared pursuant to section
95977.1(b)(3)(H), must be updated and finalized prior to the

completion of offset verification services. The final sampling
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(K)

(L)

1.

plan must describe in detail how the GHG emissions sources,
GHG sinks, and GHG reservoirs with identified risk, subject to
data checks, were reviewed for accuracy.

The offset verification team must revise the sampling plan to
describe tasks completed or needed to be completed by the
offset verification team as relevant information becomes
available and potential issues emerge of offset material
misstatement or nonconformance with the requirements of the
Compliance Offset Protocol and this article.

The verification body must retain the sampling plan in paper,
electronic, or other format for a period of not less than 15 years
following the submission of each Offset Verification Statement.
The sampling plan must be made available to ARB or the Offset
Project Registry within 10 calendar days upon request. The
verification body must also retain all material received,
reviewed, or generated to render an Offset Verification
Statement for an Offset Project Operator or Authorized Project
Designee for 15 years following the submittal of each Offset
Verification Statement. The documentation must allow for a
transparent review of how a verification body reached its

conclusion in the detailed verification report and Offset

Verification Statement.
Data Checks for Offset Project Data Reports. To determine the
reliability of the submitted Offset Project Data Report, the offset
verification team must use data checks. Such data checks must
focus first on the largest and most uncertain estimates of project
baseline GHG emissions, project emissions, GHG reductions,
and GHG removal enhancements, and the offset verification
team must:

Use data checks to ensure that the appropriate

methodologies and GHG emission factors have been applied
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in calculating the project baseline and annual GHG

emissions, project emissions, GHG reductions, and GHG

removal enhancements calculations in the Compliance

Offset Protocol;

Choose GHG emissions sources, project emissions, GHG

sinks, and GHG reservoirs for data checks based on their

relative sizes and risks of offset material misstatement or
nonconformance as indicated in the sampling plan;

Use professional judgment in the number of data checks

required for the offset verification team to conclude with

reasonable assurance whether the Offset Project Operator’s
or Authorized Project Designee’s total reported GHG
reductions and GHG removal enhancements are free of
offset material misstatement and the Offset Project Data

Report otherwise conforms to the requirements of the

Compliance Offset Protocol and this article. At a minimum a

data check must include the following:

a. Tracing data in the Offset Project Data Report to its
origin;

b. Looking at the process for data compilation and
collection;

C. Reviewing all GHG inventory designs for GHG
sources, GHG sinks, and GHG reservoirs, and
sampling procedures, if applicable;

d. Recalculating GHG emissions, project emissions,
GHG reductions, and GHG removal enhancements
estimates to check original calculations;

e. Reviewing calculation methodologies used by the
Offset Project Operator or Authorized Project
Designee for conformance with the Compliance Offset

Protocol and this article;
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(M)

f. Reviewing meter and fuel analytical instrumentation
calibration, if applicable; and

g. Reviewing the quantification from models approved
for use in the Compliance Offset Protocol, if
applicable; and

Compatre its own calculated results for the data checks

conducted with the reported offset project data in order to
confirm the extent and impact of any omissions and errors.
Any discrepancies must be identified. The comparison of
data checks must also include a narrative to indicate which
GHG emissions sources, GHG sinks, and GHG reservoirs
were checked, the types and quantity of data that were
evaluated for each GHG emissions source, GHG sink, and

GHG reservoir, how the data checks were calculated

including calculations, and any discrepancies that were
identified.

Offset Project Data Report Modifications. As a result of review
by the offset verification team and prior to completion of an
Offset Verification Statement, the Offset Project Operator or
Authorized Project Designee must make any possible
improvements or corrections to the submitted Offset Project
Data Report, and a revised Offset Project Data Report must be
submitted to ARB or the Offset Project Registry. If the Offset
Project Operator or Authorized Project Designee does not make

all possible improvements or corrections to the Offset Project

Data Report, the verification body must issue an Adverse Offset

Verification Statement. Documentation for all Offset Project

Data Report submittals must be retained by the Offset Project
Operator or Authorized Project Designee for the length of time
specified in section 95976(e)(2).
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(N)

(®)

(P)

To verify that the Offset Project Data Report is free of offset
material misstatement, the offset verification team must make its
own determination of GHG reductions or GHG removal
enhancements relative to the project baseline_using the data
check conducted pursuant to section 95977.1(b)(3)(L), and must

determine whether there is reasonable assurance that the
Offset Project Data Report does not contain an offset material
misstatement for the Offset Project Operator or Authorized
Project Designee, on a COe basis. To assess conformance
with this article and the Compliance Offset Protocol the offset
verification team must review the methods and factors used to
develop the Offset Project Data Report for adherence to the
requirements of this article and the Compliance Offset Protocol
and ensure that other requirements of this article are met.
Issues Log. The offset verification team must keep a log of any
issues identified in the course of offset verification services that
may affect determinations of offset material misstatement and
nonconformance. The issues log must identify the section of
this article or Compliance Offset Protocol related to the
nonconformance, if applicable, and indicate that the issues were
corrected by the Offset Project Operator or Authorized Project
Designee prior to completing the offset verification services.
Any other concerns that the offset verification team has with the
preparation of the Offset Project Data Report must be
documented in the issues log. The issues log must indicate
whether the issues could have any bearing on offset material
misstatement or conformance.

An assessment of offset material misstatement is conducted
for apndal net GHG reductions and GHG removal

enhancements achieved in a given Reporting Period relative to
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Percent error =

Q)

the project baseline in that Reporting Period in metric tons of
CO.e.
The offset verification team must determine whether the GHG

reductions and GHG removal enhancements quantified and
reported in the Offset Project Data Report contain an offset

material misstatement using the following equation:

Y.[Discrepancies + Omissions + Misreporting]| x 100%

I'otal Reported £Emission RKeductions

Toral —r—

“Discrepancies” means any differences between the reported

GHG value for sources, sinks, and reservoirs for the project

baseline-emissions;-or project and the verifier calculated GHG
value GHG-emissions-GHG reductions—and- GHG removal

I | L , ) . ,
reductions—and-GHGremoval-enhancements for a data source
subject to data checks in 95977.1(b)(3)(L) calculated by the
offset verification team. Any discrepancies identified must

include the positive or neqgative impact of the GHG source, sink,

or reservoir on the total reported GHG emission reductions or

removal enhancements when input into the offset material

misstatement equation.

“Omissions” means any GHG emissions or removals associated

with required sources, sinks, and reservoirs for the project
baseline emissiens; or project GHGreductions;project
emissions—and GHG removal-enhancements that the offset

verification team concludes must be part of the Offset Project

Data Report, but were not included by the Offset Project
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(R)

Operator or Authorized Project Designee in the Offset Project

Data Report. Any omissions found by the offset verification

team must include the positive or negative impact of the

omission on the total reported GHG emission reductions or

removal enhancements when input into the offset material

misstatement equation.

“Misreporting” means duplicative, incomplete, or other GHG
emissions or removals for required sources, sinks, and
reservoirs in the project baseline or project emissions;-project
issions. uetions—and |
enhanecements-the offset verification team concludes should, or

should not, be part of the Offset Project Data Report. Any

misreporting found by the offset verification team must include

the positive or negative impact of the m misreporting on the total

reported GHG emission reductions or removal enhancements

when input into the offset material misstatement equation.

“Total reported emission_reductions” means annualrepoerted-net
GHG reductions and GHG removal enhancements reported by

the Offset Project Operator or Authorized Project Designee for

an Offset Project Data Report relative to the project baseline for

that Offset Project Data Report in metric tons CO»e.

Completion of offset verification services must include:
Offset Verification Statement. Upon completion of the offset
verification services pursuant to section 95977.1(b), the
verification body must complete an Offset Verification

Statement for each Offset Project Data Report for which

offset verification services were conducted and provide it to

the Offset Project Operator or Authorized Project Designee
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and ARB or the Offset Project Registry by the verification
deadline pursuant to section 95977(d). Before the Offset
Verification Statement is completed, the verification body
must have the offset verification services and findings of the
offset verification team independently reviewed within the
verification body by an independent reviewer not involved in
offset verification services for that offset project.

The independent reviewer shall serve as the final check of
the offset verification team’s work to identify any significant

concerns, including:

a. Errors in planning;
b. Errors in data sampling; and
C. Errors in judgment by the offset verification team that

are related to the draft offset verification statement.
The independent reviewer must maintain independence from
the offset verification services by not making specific
recommendations about how the offset verification services
should be conducted. The independent reviewer will review
documents applicable to the offset verification services
provided and identify any failure to comply with the
requirements of this article or with the verification body’s
internal policies and procedures for providing offset
verification services. The independent reviewer must concur
with the offset verification findings before the Offset
Verification Statement can be issued.
When the offset verification team completes its findings:
a. The verification body must provide to the Offset

Project Operator or Authorized Project Designee a

detailed verification report for each Offset Project

Data Report for which offset verification services were

conducted. The detailed verification report must at a
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minimum include the Offset Verification Plan, the
detailed comparison of the data checks conducted
during offset verification services_pursuant to section
95977.1(b)(3)(L), including the required narrative, the

issues log identified in the course of offset verification

activities and the issue resolutions, and any qualifying
comments on findings during offset verification
services. The detailed verification report must also
include the calculations performed in
95977.1(b)(3)(Q)_with enough detail to understand the
relationships between the data checks and the offset

material misstatement evaluation, and be made

available to ARB within 10 calendar days upon
request. If the Offset Verification Statement is being
submitted to an Offset Project Registry, then the
verification body must submit the detailed verification
report to the Offset Project Registry with the Offset
Verification Statement. The detailed verification
report must be submitted to the Offset Project
Operator or Authorized Project Designee at the same
time or before the Offset Verification Statement is
submitted to ARB or the Offset Project Registry.

The verification body must provide the Offset
Verification Statement to the Offset Project Operator
or Authorized Project Designee and ARB or the Offset
Project Registry, attesting to ARB whether the
verification body has found the submitted Offset
Project Data Report to be free of offset material
misstatement, and whether the Offset Project Data
Report is in conformance with the requirements of this

article and the Compliance Offset Protocol.

287



A Compliance Offset Protocol may restrict the use of
a Qualified Positive Offset Verification Statement for
certain project types, in which case the verification
body must submit either a Positive Offset Verification
Statement or an Adverse Offset Verification
Statement. In the case of a Qualified Positive Offset
Verification Statement, when not restricted by a
Compliance Offset Protocol, the verification body will
qualify the Offset Verification Statement to indicate

any non-conformances allowed for a qualified Positive

Offset Verification Statement as defined in section
95802 contained within the Offset Project Data Report

and that these non-conformances do not result in an
offset material misstatement.

The offset verification team must have a final
discussion with the Offset Project Operator or
Authorized Project Designee explaining their findings
and notifying the Offset Project Operator or
Authorized Project Designee of any unresolved issues
noted in the issues log before the Offset Verification

Statement is finalized and submitted to the Offset

Project Registry or ARB.

The lead verifier in the offset verification team must
attest to ARB in the Offset Verification Statement that
the offset verification team has carried out all offset
verification services as required by this article, and
the lead verifier who has conducted the independent
review of offset verification services and findings must
attest to his or her independent review on behalf of
the verification body and his or her concurrence with

the offset verification findings.
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f. The lead verifier must attest in the Offset Verification
Statement, in writing, to ARB as follows:
“I certify under penalty of perjury under the laws of the
State of California that the offset verification team has
carried out all offset verification services as required
by sections 95977.1, and 95977.2, and the applicable

Compliance Offset Protocol and the findings are true,

accurate, and complete and have been independently
reviewed by an independent reviewer as required
under sections 95977.1(b)(3)(R)(1.) through
95977.1(b)(3)(R)(3.).”
Prior to the verification body providing an Adverse Offset
Verification Statement to ARB or the Offset Project Registry,
the Offset Project Operator or Authorized Project Designee
must be provided at least 10 working days to modify the
Offset Project Data Report to correct any offset material
misstatement or nonconformance found by the offset
verification team. The modified Offset Project Data Report
and Offset Verification Statement must be submitted to ARB
or the Offset Project Registry by the applicable verification
deadline, unless the Offset Project Operator or Authorized
Project Designee makes a request to ARB pursuant to
section 95977.1(b)(3)(R)(6.).
If the Offset Project Operator or Authorized Project Designee
and the verification body cannot reach agreement on
modifications to the Offset Project Data Report that result in
a Positive Offset or Qualified Positive Offset Verification
Statement due to a disagreement on the requirements of this
article or Compliance Offset Protocol, the Offset Project

Operator or Authorized Project Designee may petition ARB
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(S)

(M

to make a decision as to the verifiability of the submitted
Offset Project Data Report.

If ARB determines that the Offset Project Data Report does
not meet the standards and requirements specified in this
article, the Offset Project Operator or Authorized Project
Designee must provide any additional information within 30
calendar days of the ARB determination. ARB will review
the new information and notify the Offset Project Operator or

Authorized Project Designee and verification body of its final

decision. In re-verifying a revised Offset Project Data
Report, the verification body and offset verification team
shall be subject to the requirements in sections
95977.1(b)(3)(R)(1.) through 95977.1(b)(3)(R)(4.) and must
submit the revised Offset Verification Statement to ARB or
the Offset Project Registry within 15 calendar days.

Upon submission of the Offset Verification Statement to ARB or

the Offset Project Registry, the Offset Project Data Report must

be considered final and no further changes may be made. All

offset verification requirements of this article shall be considered

complete.

If the Executive Officer finds a high level of conflict of interest
existed between a verification body and an Offset Project
Operator or Authorized Project Designee pursuant to section
95979(b)(3) and section 95979(b)(4), or an Offset Project Data
Report that received a Positive Offset or Qualified Positive
Offset Verification Statement fails an ARB audit, the Executive
Officer may set aside the Positive Offset or Qualified Positive
Offset Verification Statement submitted by the verification body

and require the Offset Project Operator or Authorized Project

designee to have the Offset Project Data Report re-verified by a

different verification body within 90 calendar days of this finding.
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(U)  Upon request by ARB or the Offset Project Registry, the Offset
Project Operator or Authorized Project Designee must provide
the data used to generate an Offset Project Data Report,
including all data available to the offset verification team in the
conduct of offset verification services, within 10 working days of
the request.

(V)  Upon request by ARB or the Offset Project Registry the
verification body must provide ARB or the Offset Project
Registry the detailed verification report given to the Offset
Project Operator or Authorized Project Designee, as well as the
sampling plan, contracts for offset verification services, and any
other supporting documentation. All documentation must be
provided by the verification body to ARB or the Offset Project
Registry within 10 working days of the request.

(W)  Upon written notification by ARB the verification body and its
staff must be available for an offset verification services audit
when providing offset verification services for an offset project
listed with ARB or an Offset Project Registry using a
Compliance Offset Protocol.

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

8 95977.2. Additional Project Specific Requirements for Offset Verification

Services.

In addition to meeting the offset verification requirements in sections 95977 and
95977.1, Offset Project Operators or Authorized Project Designees must ensure
the GHG emission reductions and GHG removal enhancements resulting from an
offset project meet any additional verification requirements in the Compliance

Offset Protocol, if applicable, for an offset project of that type.
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NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

8§ 95978. Offset Verifier and Verification Body Accreditation.

(@)  An offset verifier or verification body must meet the accreditation
requirements in section 95132 of MRR to provide offset verification
services to verify GHG emission reductions and GHG removal
enhancements for offset projects listed pursuant to this article.

Accreditation of verification bodies and offset verifiers for verifying Offset

Project Data Reports under this article must be achieved separately from

accreditation for verifying reports submitted under the MRR.

(b)  For purposes of this article, the subcontractor requirements in section
95132(e) of the MRR must be applied to the Offset Project Operator

and/or Authorized Project Designee and not a reporting entity.

() An ARB accredited verification body must make itself and its personnel

available for an ARB audit.

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

§ 95979. Conflict of Interest Requirements for Verification Bodies and
Offset Verifiers for Verification of Offset Project Data Reports.

(@) The conflict of interest provisions of this section shall apply to verification
bodies, lead verifiers, and offset verifiers accredited by ARB to perform
offset verification services for Offset Project Operators-e¢, and Authorized

Project Designees, if applicable, as well as any subcontractors utilized by

the verification body for the offset verification services.

(b) The potential for a conflict of interest must be deemed to be high where:
(1)  The verification body and Offset Project Operator-e¢, and Authorized

Project Designee, if applicable, share any senior management staff or

board of directors membership, or any of the senior management staff
of the Offset Project Operator-e+, and Authorized Project Designee, if
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applicable, have been employed by the verification body, or vice versa,
within the previous three years; or

(2)  Within the previous five years, any staff member of the verification
body or any related entity has provided to the Offset Project Operator

or, and Authorized Project Designee, if applicable, any of the following

non-offset verification services:

(A) Designing, developing, implementing, reviewing, or maintaining
an inventory or offset project information or data management
system for air emissions, unless the review was part of
providing GHG offset verification services;

(B) Developing GHG emission factors or other GHG-related
engineering analysis, including developing or reviewing a
California Environmental Quality Act (CEQA) GHG analysis that
includes offset project specific information;

(C) Designing energy efficiency, renewable power, or other projects
which explicitly identify GHG reductions and GHG removal
enhancements as a benefit;

(D) Designing, developing, implementing, internally auditing,
consulting, or maintaining an offset project resulting in GHG
emission reductions and GHG removal enhancements;

(E) Owning, buying, selling, trading, or retiring shares, stocks, or
ARB offset credits or registry offset credits from the offset
project;

(3] Dealing in or being a promoter of ARB offset credits or registry
offset credits on behalf of an Offset Project Operator-e¢, and
Authorized Project Designee, if applicable;

(G) Preparing or producing GHG-related manuals, handbooks, or
procedures specifically for the Offset Project Operator-e¢, and
Authorized Project Designee, if applicable;

(H)  Appraisal services of carbon or GHG liabilities or assets;
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()

(K)

(L)

(M)
(N)

(©O)

(P)

Brokering in, advising on, or assisting in any way in carbon or
GHG-related markets;

Directly managing any health, environment or safety functions
for the Offset Project Operator-e¥, and Authorized Project
Designee, if applicable;

Bookkeeping or other services related to the accounting records
or financial statements;

Any service related to information systems, including
International Organization for Standardization

14001 eCertification for Environmental Management (ISO 14001

Certification), unless those systems will not be reviewed as part
of the offset verification process;

Appraisal and valuation services, both tangible and intangible;
Fairness opinions and contribution-in-kind reports in which the
verification body has provided its opinion on the adequacy of
consideration in a transaction, unless the information reviewed
in formulating the Offset Verification Statement will not be
reviewed as part of the offset verification services;

Any actuarially oriented advisory service involving the
determination of amounts recorded in financial statements and
related accounts;

Any internal audit service that has been outsourced by the
Offset Project Operator-e¢, and Authorized Project Designee, if
applicable, that relates to the Offset Project Operator’'s-ef, and

Authorized Project Designee’s, if applicable, internal accounting

controls, financial systems, or financial statements, unless the
systems and data reviewed during those services, as well as the
result of those services will not be part of the offset verification

process,
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3)

(4)

Q)

(R)
(S)

Acting as a broker-dealer (registered or unregistered), promoter,
or underwriter on behalf of the Offset Project Operator-ef, and
Authorized Project Designee, if applicable;

Any legal services; and

Expert services to the Offset Project Operator-e¢, and

Authorized Project Designee, if applicable, or a legal

representative for the purpose of advocating the Offset Project
Operator’'s-e+, and Authorized Project Designee’s, if applicable,

interests in litigation or in a regulatory or administrative
proceeding or investigation, unless providing factual testimonys-;
and

Third-party certification of a facility to meet TEAP requirements.

“Member” for the purposes of this section means any employee
or subcontractor of the verification body or related entities of the
verification body. “Member” also includes any individual with
majority equity share in the verification body or its related

entities.

“Related entity” for the purposes of this section means any

direct parent company, direct subsidiary, or sister company.

The potential for conflict of interest will be deemed to be high when any

member of the verification body provides any type of incentive to an

Offset Project Operator-e+, and Authorized Project Designee, if

applicable, to secure an offset verification services contract.

The potential for a conflict of interest will also be deemed to be high

where any member of the verification body has provided offset

verification services for the Offset Project Operator-ef, and Authorized

Project Designee, if applicable, except within the time periods in which

the Offset Project Operator-e+, and Authorized Project Designee, if
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applicable, is allowed to use the same verification body as specified in
section 95977.1(a).

(©) The potential for a conflict of interest must be deemed to be low where no
potential for a conflict of interest is found under section 95979(b) and any
non-offset verification services provided by any member of the verification
body to the Offset Project Operator-e+, and Authorized Project Designee, if
applicable, within the last five years are valued at less than 20 percent of
the fee for the proposed offset verification, except where medium conflict
of interest related to personal or family relationships is identified pursuant
to section 95979(d).

(d) The potential for a conflict of interest must be deemed to be medium
where the potential for a conflict of interest is not deemed to be either high
or low as specified in sections 95979(b) and 95979(c), or where there are
any instances of personal or familial relationships between the verification
body and management or employees of the Offset Project Operator-ef,
and Authorized Project Designee, if applicable, and when a conflict of
interest self-evaluation is submitted pursuant to section 95979(g). If a
verification body identifies a medium potential for conflict of interest and
intends to provide offset verification services for the Offset Project
Operator-e+, and Authorized Project Designee, if applicable, for an offset

project listed with ARB or an Offset Project Registry, the verification body
must submit, in addition to the submittal requirements specified in section
95979(e), a plan to avoid, neutralize, or mitigate the potential conflict of
interest situation. At a minimum, the conflict of interest mitigation plan
must include:
(1) A demonstration that any members with potential conflicts have been
removed and insulated from the project;
(2)  An explanation of any changes to the organizational structure or
verification body to remove the potential conflict of interest. A

demonstration that any unit with potential conflicts has been divested
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(e)

3)

(1)

(2)

3)

or moved into an independent entity or any subcontractor with potential

conflicts has been removed; and

Any other circumstance that specifically addresses other sources for

potential conflict of interest.
Conflict of Interest Submittal Requirements for Accredited Verification
Bodies. Before providing any offset verification services, the verification
body must submit to the Offset Project Operator-ef, and Authorized
Project Designee, if applicable, ard-ARB erand the Offset Project
Registry, a self-evaluation of the potential for any conflict of interest that
the verification body, its staff, its related entities, or any subcontractors
performing offset verification services may have with the Offset Project
Operator-e+, and Authorized Project Designee, if applicable, for which it

will perform offset verification services. Offset verification services shall

not commence prior to approval of the conflict of interest self-evaluation by

ARB or the Offset Project Reqistry. The submittal must include the

following:
Identification of whether the potential for conflict of interest is high, low,
or medium based on factors specified in sections 95979(b), (c), and
(d);
Identification of whether any member of the offset verification team has
previously provided offset verification services for the Offset Project
Operator-e+, and Authorized Project Designee, if applicable, and, if so,
the years in which such offset verification services were provided; and
Identification of whether any member of the offset verification team or
related entity has engaged in any non-offset verification services of any
nature with the Offset Project Operator-e¢, and Authorized Project

Designee, if applicable, either within or outside California during the

previous threefive years. If non-offset verification services have
previously been provided, the following information must also be

submitted:
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(A)

(B)

(©)

(D)

Identification of the nature and location of the work performed
for the Offset Project Operator-e¢, and Authorized Project

Designee, if applicable, and whether the work is similar to the

type of work to be performed during offset verification;
The nature of past, present, or future relationships with the
Offset Project Operator-e+, and Authorized Project Designee, if
applicable, including:
Instances when any member of the offset verification team
has performed or intends to perform work for the Offset
Project Operator-ef, and Authorized Project Designee, if
applicable;
Identification of whether work is currently being performed
for the Offset Project Operator-e¥, and Authorized Project
Designee, if applicable, and if so, the nature of the work;
How much work was performed for the Offset Project
Operator-e+, and Authorized Project Designee, if applicable,

in the last threefive years, in dollars;

Whether any member of the offset verification team has any
contracts or other arrangements to perform work for the
Offset Project Operator-e+, and Authorized Project Designee,
if applicable, or a related entity; and

How much work related to GHG reductions and GHG
removal enhancements the offset verification team has
performed for the Offset Project Operator-e¢, and Authorized

Project Designee, if applicable, or related entities in the

last threefive years, in dollars;
Explanation of how the amount and nature of work previously
performed is such that any member of the offset verification
team’s credibility and lack of bias should not be under question;
A list of names of the staff that would perform offset verification

services for the Offset Project Operator-e¢, and Authorized
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(gf)

(1)

Project Designee, if applicable, and a description of any
instances of personal or family relationships with management
or employees of the Offset Project Operator-e+, and Authorized
Project Designee, if applicable, that potentially represent a

conflict of interest;

(E) Identification of any other circumstances known to the
verification body, or Offset Project Operator-e¢, and Authorized
Project Designee, if applicable, that could result in a conflict of

interest; and

(F)  Attest, in writing, to ARB as follows:
“I certify under penalty of perjury of the laws of the State of
California the information provided in the Conflict of Interest
submittal is true, accurate, and complete.”

Approval of Conflict of Interest Submittals. Once the conflict of interest

self-evaluation information has been submitted pursuant to section
95979(e), ARB or the Offset Project Reqistry has 30 calendar days to

make a determination whether to accept or deny the conflict of interest

and notify the verification body whether it may proceed with the offset

verification services for the Offset Project Operator and Authorized Project

Designee, if applicable. Within this 30 calendar days, ARB or the Offset

Project Registry must also review, and approve or deny, the mitigation

plan submitted by the verification body pursuant to section 95979(d)

where a medium conflict of interest is determined. If the offset project was

listed with an Offset Project Reqistry, the conflict of interest self-evaluation

acceptance or denial notification will be given by the Offset Project

Reqistry.
Monitoring Conflict of Interest Situations.

After commencement of offset verification services, the verification
body must monitor and immediately make full disclosure, in writing, to
ARB erand the Offset Project Registry regarding any potential for a

conflict of interest situation that arises for an offset project using a
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(2)

3)

Compliance Offset Protocol. This disclosure must include a
description of actions that the verification body has taken or proposes
to take to avoid, neutralize, or mitigate the potential for a conflict of
interest.

The verification body must continue to monitor arrangements or
relationships that may be present for a period of one year after the
completion of offset verification services for an offset project using a
Compliance Offset Protocol. During that period, within 30 days of the
verification body or any verification team member entering into any
contract with the Offset Project Operator-ef, and Authorized Project

Designee, if applicable, for which the verification body has provided

offset verification services, the verification body must notify ARB erand
the Offset Project Registry of the contract and the nature of the work to
be performed. ARB or the Offset Project Registry, within 30 working
days, will determine the level ofr conflict using the criteria in sections
95979(a) through (d), if the Offset Project Operator-er, and Authorized

Project Designee, if applicable, must re-verify their Offset Project Data

Report, and if accreditation revocation is warranted by ARB.

The verification body must notify ARB erand the Offset Project Registry

within 30 calendar days, of any emerging conflicts of interest during the

time offset verification services are being provided for an offset project
using a Compliance Offset Protocol.

(A) If ARB or the Offset Project Registry determines that an
emerging potential conflict disclosed by the verification body is
medium risk, and this risk can be mitigated, then the verification
body meets the conflict of interest requirements to continue to
provide offset verification services for the Offset Project
Operator-e+, and Authorized Project Designee, if applicable, and

will not be subject to suspension or revocation of accreditation
as specified in section 95132(d) of MRR.
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(4)

()

(6)

(he)

(1)

(2)

(B) If ARB or the Offset Project Registry determines that an
emerging potential conflict disclosed by the verification body is
medium or high risk, and this risk cannot be mitigated, then the
verification body will not be able to continue to provide offset
verification services for the Offset Project Operator-ef, and
Authorized Project Designee, if applicable, and may be subject
to the suspension or revocation of accreditation by ARB under
section 95132(d) of MRR.

The verification body must report to ARB and the Offset Project

Registry, if applicable, any changes in its organizational structure,

including mergers, acquisitions, or divestitures, for one year after

completion of offset verification services.

ARB may void a Positive Offset or Qualified Positive Offset Verification

Statement received in section 95981 if it discovers a potential conflict

of interest has arisen for any member of the offset verification team. In

such a case, the Offset Project Operator-e+, and Authorized Project

Designee, if applicable, shall be provided 90 calendar days to

complete re-verification.

If the verification body or its subcontractor(s) are found to have violated
the conflict of interest requirements of this article, the Executive Officer
may rescind accreditation of the body, its verifier staff, or its
subcontractor(s) for any appropriate period of time as provided in
section 95132(d) of MRR.

Specific Requirements for Air Quality Management Districts and Air

Pollution Control Districts.

If an air district has provided or is providing any services listed in
section 95979(b)(2) as part of its regulatory duties, those services do
not constitute non-verification services or a potential for high conflict of
interest for purposes of this article;

Before providing offset verification services, an air district must submit

a conflict of interest self-evaluation pursuant to 95979(e) for each
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3)

Offset Project Operator-e+, and Authorized Project Designee, if
applicable, for which it intends to provide offset verification services.
As part of its conflict of interest self-evaluation submittal under section
95979(e), the air district shall certify that it will prevent conflicts of
interests and resolve potential conflict of interest situations pursuant to
its policies and mechanisms submitted under section 95132(b)(1)(G) of
MRR,;

If an air district hires a subcontractor who is not an air district employee
to provide offset verification services, the air district shall be subject to

all of the requirements of section 95979.

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

95979.1 Additional Requirements for Air Quality Management and Air

Pollution Control Districts.

(a)

The following requirements will apply to air districts that meet the

requirements under section 95978 to become accredited as an offset

verification body and/or the requirements under section 95986 to meet the

requirements as an approved Offset Project Reqistry:

The air district may:
(A) Register with ARB pursuant to section 95830; and

(B) Hold compliance instruments as a voluntarily associated entity

pursuant to section 95814.

The air district may not:

(A) Be an Offset Project Operator or Authorized Project Designee

for any offset project for which it provides offset verification
services pursuant to sections 95977, 95977.1, and 95977.2, and

for which the air district will subsequently request the issuance

of ARB offset credits pursuant to section 95981;

(B) Be an Offset Project Operator or Authorized Project Designee

for any offset project for which it provides reqgistry services
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pursuant to section 95987, and for which the air district will

subsequently request the issuance of ARB offset credits

pursuant to section 95981; and

(C) Be an offset verification body for any offset project developed

using a Compliance Offset Protocol for which it would provide

reqgistry services pursuant to section 95987.

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

§ 95980. Issuance of Registry Offset Credits.

(@  One registry offset credit, which represents one metric ton of CO,e for a
direct GHG emission reduction or direct GHG removal enhancement, will
be issued pursuant to section 95980.1 only if:

(1)  An Offset Project Registry has listed the offset project pursuant to
section 95975;

(2) The GHG emission reductions or GHG removal enhancements were
issued a Positive Offset or Qualified Positive Offset Verification
Statement pursuant to section 95977.1 and 95977.2; and

(3)  An Offset Project Registry has received a Positive Offset or Qualified
Positive Offset Verification Statement issued and attested to by an
ARB-accredited verification body for the Offset Project Data Report for
which registry offset credits would be issued.

(b)  An Offset Project Registry will determine whether the GHG emission
reductions and GHG removal enhancements meet the requirements of
section 95980(a), the information submitted pursuant to section 95980(a)
is complete, and the Positive Offset or Qualified Positive Offset
Verification Statement meets the requirements of sections 95977,
95977.1, and 95977.2 within 45 calendar days of receiving it.

(c) Determination for Timing and Duration of Initial Crediting Periods for
Offset Projects Submitted Through an Offset Project Registry. The initial
crediting period will begin with the date that the first verified GHG emission
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(d)

reductions and GHG removal enhancements occur, according to the first
Positive Offset or Qualified Positive Offset Verification Statement that is

received by an Offset Project Registry, unless otherwise specified in a

Compliance Offset Protocol. An early action offset project that transitions

pursuant to section 95990(k) will begin its initial crediting period pursuant
to section 95990(k)(2).

Determination for Timing and Duration of Renewed Crediting for Offset
Projects Submitted through an Offset Project Registry. A renewed
crediting period will begin the day after the conclusion of the prior crediting

period.

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

§ 95980.1 Process for Issuance of Registry Offset Credits.

(@)

(b)

(€)

An Offset Project Registry may issue a registry offset credit that meets the
requirements of sections 95980(a)_and (b) to an Offset Project Operator,
Authorized Project Designee, or any other third party authorized by the
Offset Project Operator pursuantto-section-95974(a){1) to receive reqistry

offset credits, no later than 15 calendar days after an Offset Project

Registry makes a determination pursuant to section 95980(b).

Change of Listing Status at the Offset Project Registry. When an Offset
Project Registry issues a registry offset credit for an offset project, the
listing status for that offset project will be changed to either “Active
Registry Project” or “Active Registry Renewal” at the Offset Project
Registry and ARB.

Notice of Determination of Issuance of Registry Offset Credits. Not later
than 15 calendar days after an Offset Project Registry issues a registry
offset credit, an Offset Project Registry will notify the Offset Project

Operator, Authorized Project Designee, or any other third party authorized
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by the Offset Project Operator pursuantto-section-95974(a}3) of the

issuance.

Requests for Additional Information. An Offset Project Reqgistry may

request additional information for offset projects seeking issuance of

reqgistry offset credits from the Offset Project Operator, Authorized Project

Designee or verification body.

An Offset Project Reqistry will notify the Offset Project Operator or

Authorized Project Designee, if applicable, within 15 calendar days of

its determination pursuant to section 95980(c) if the information in

section 95980(a) and (b) is incomplete and request additional specific

information.

An Offset Project Registry may request any additional information from

the Offset Project Operator, Authorized Project Designee, if applicable,

or the verification body before issuing registry offset credits for an

offset project that meets the requirements of sections 95980(a) and

(b). The Offset Project Operator, Authorized Project Designee, if

applicable, or verification body must submit the information to the

Offset Project Registry within 10 calendar days of a request.

If an Offset Project Regqgistry determines the information submitted in
sections 95980(a), 95980(b), and 95980.1(d)(2) does not meet the

requirements for issuance of reqistry offset credits, then an Offset

Project Registry may deny issuance of registry offset credits. The

Offset Project Operator or Authorized Project Designee may petition an

Offset Project Registry within 10 days of denial for a review of the

information submitted pursuant to sections 95980(a), 95980(b), and

95980.1(d)(2) and respond to any issues that prevent the issuance of

reqgistry offset credits.

An Offset Project Reqistry must make a final determination within 30

calendar days of receiving the Offset Project Operator’s or Authorized

Project Designee’s request in section 95980.1(d)(3) and may request
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additional information from the Offset Project Operator, Authorized

Project Designee, if applicable, or verification body.

(5) If an Offset Project Reqistry determines not to issue registry offset

credits, the Offset Project Reqgistry must submit a detailed report to

ARB that describes why they came to a negative determination.

(6) If an Offset Project Reqistry determines not to issue registry offset

credits, the Offset Project Operator or Authorized Project Designee

may request that ARB make a final determination on whether the GHG

reductions or removal enhancements achieved by the offset project

meet the requirements for reqgistry offset credit issuance. In making

this determination, ARB may consult with the Offset Project Operator,

Authorized Project Designee, if applicable, verification body, and Offset

Project Registry before making the final determination.

(7) If after reviewing all of the information, ARB determines that the GHG

reductions or removal enhancements meet the requirements for

reqgistry offset credit issuance, the Offset Project Reqgistry will issue

reqgistry offset credits in the amount of GHG reductions or removal

enhancements verified to have been achieved by the offset project for

the applicable Reporting Period(s).

(ed) Atthe time of issuance or after notifying the Offset Project Operator,

Authorized Project Designee, or any other third party authorized by the
Offset Project Operator pursuantto-section-95974{a}d) to receive reqistry

offset credits, of the issuance, the Offset Project Registry will create a

unique serial number for each registry offset credit.

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

§ 95981. Issuance of ARB Offset Credits.

(@ One ARB offset credit, which represents one metric ton of COe for a
direct GHG emission reduction or direct GHG removal enhancement, will
be issued only if:
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(b)

(1)

(2)

®3)

(1)

(2)

3)

ARB or an Offset Project Registry has listed the offset project pursuant
to section 95975;

The GHG emission reductions and GHG removal enhancements were
issued a Positive Offset or Qualified Positive Offset Verification
Statement pursuant to sections 95977.1 and 95977.2; and

ARB or an Offset Project Registry has received a Positive Offset or
Qualified Positive Offset Verification Statement issued and attested to
by an ARB-accredited verification body for the Offset Project Data
Report for which registry offset credits were issued pursuant to section

95980.1, if the offset project was submitted for listing with an Offset

Project Regqistry, or for which ARB offset credits would be issued

pursuant to section 95981.1.
Requirements for Offset Projects Submitted Through an Offset Project
Registry Seeking Issuance of ARB Offset Credits. If an Offset Project
Operator or Authorized Project Designee provides information for listing
pursuant to section 95975, monitors and reports pursuant to section
95976, and has their offset project verified pursuant to sections 95977,
95977.1, and 95977.2 through an Offset Project Registry, the Offset
Project Operator or Authorized Project Designee must provide the
following information to ARB for issuance of ARB offset credits pursuant to
section 95981.1:

The attestations required in sections 95975(c)(1), 95975(c)(2),

95975(c)(3), 95976(d)(5), 95977.1(b)(3)(R)(4.)(b.),

95977.1(b)(3)(R)(4.)(e.), and 95977.1(b)(3)(R)(4.)(f.) and any in the

applicable Compliance Offset Protocol;

Offset project listing information submitted to an Offset Project Registry

pursuant to sections 95975(c) and (e);

The original and final Offset Project Data Reports submitted to an
Offset Project Registry pursuant to sections 95976(d),
95977.1(b)(3)(M), and 95977.1(b)(3)(R)5.; and
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(4)

Offset Verification Statements submitted pursuant to section
95977.1(b)(3)(R)(4.)(b.).
The Offset Project Operator, or Authorized Project Designee, if

applicable, must submit a request for issuance of ARB offset credits to

ARB for each Offset Project Data Report for which they are seeking

issuance of ARB offset credits.

(A)

If the ARB offset credits are only being issued into the Holding

Account that belongs to the Offset Project Operator, the

Authorized Project Designee may submit the request for
issuance of ARB offset credits to ARB. If the ARB offset credits

will be issued into any other Holding Account(s) other than the

Holding Account that belongs to the Offset Project Operator,

only the Offset Project Operator may submit the request for

issuance of ARB offset credits to ARB.

The request for issuance of ARB offset credits must identify

which Holding Accounts the ARB offset credits should be placed

into and how many ARB offset credits will be placed into each
Holding Account. Consistent with section 95974, the Offset

Project Operator may request that ARB offset credits are placed

into the Holding Account of the Authorized Project Designee, or

another third party not prohibited to hold compliance

instruments under this Article. Any party receiving ARB offset

credits at the time of ARB offset credit issuance must have a

tracking system account with ARB.

The request for issuance of ARB offset credits may be provided

to ARB when the Offset Project Operator or Authorized Project

Designee, if applicable, submits the information in sections
95981 (b)(1) through (4) but must be provided to ARB before it

will issue ARB offset credits pursuant to section 95981.1. If the

offset project was listed by an Offset Project Reqistry, the

request for issuance of ARB offset credits may not be provided
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(€)

(d)

(1)

(2)

®3)

to ARB until the Offset Project Reqistry has issued reqgistry

offset credits for the applicable Offset Project Data Report(s).

ARB will determine whether the GHG emission reductions and GHG
removal enhancements meet the requirements of section 95981(a), the
information submitted in sections 95981 (b) and (c) is complete, and the
Positive Offset or Qualified Positive Offset Verification Statement meets
the requirements of sections 95977, 95977.1, and 95977.2 within 45
calendar days of receiving it.

Before ARB issues an ARB offset credit pursuant to section 95981.1 for
GHG reductions and GHG removal enhancements achieved by an offset
project in a Reporting Period,an-Offset-Verification-Statement the Offset
Project Operator or Authorized Project Designee must provide the

following attestations, in writing, to ARB:
“I certify under penalty of perjury under the laws of the State of
California the GHG reductions or GHG removal enhancements for
[project] from [date] to [date] have been measured in accordance with
the [appropriate ARB Compliance Offset Protocol] and all information
required to be submitted to ARB is true, accurate, and complete.”;
“I understand | am voluntarily participating in the California
Greenhouse Gas Cap-and-Trade Program under title 17, article 5, and
by doing so, | am now subject to all regulatory requirements and
enforcement mechanisms of this program and subject myself to the
jurisdiction of California as the exclusive venue to resolve any and all
disputes arising from the enforcement of provisions in this article.”;
“I understand that the offset project activity and implementation of the
offset project must be in accordance with all applicable local, regional,
and national environmental and health and safety regulations that
apply based on the offset project location. | understand that offset
projects are not eligible to receive ARB or registry offset credits for
GHG reductions and GHG removal enhancements that are not in

compliance with the requirements of this Article.”;
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(e)

(f)

(4)

(5)

“I certify under penalty of perjury under the laws of the State of
California all information provided to ARB for issuance of ARB offset
credits is true, accurate, and complete.”; and
“I certify under penalty of perjury under the laws of the State of
California that the GHG reductions and GHG removal enhancements
for which I am seeking ARB Offset Credits have not been issued any
offset credits or been used for any GHG mitigation requirements in any
other voluntary or mandatory program, except, if applicable, an Offset
Project Registry pursuant to section 95980.1.”
Determination for Timing and Duration of Initial Crediting Periods for
Offset Projects Submitted Through ARB. The initial crediting period will
begin with the date that the first verified GHG emission reductions and
GHG removal enhancements occur, according to the first Positive Offset
or Qualified Positive Offset Verification Statement that is received by ARB,

unless otherwise specified in a Compliance Offset Protocol. An early

action offset project that transitions pursuant to section 95990(k) will begin
its initial crediting period pursuant to section 95990(Kk)(2).

Determination for Timing and Duration of Renewed Crediting for Offset
Projects Submitted Through ARB. A renewed crediting period will begin
the day after the conclusion of the prior crediting period.

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

8§ 95981.1 Process for Issuance of ARB Offset Credits.

(@)

ARB will issue an ARB offset credit for an offset project that meets the
requirements of sections 95981 (a)_and (b) to an Offset Project Operator,
Authorized Project Designee, or any other third party authorized by the
Offset Project Operator pursuant to section 95981(b)95974(a}3), no later
than 15 calendar days after ARB makes a determination pursuant to

section 95981(c), as long as all attestations required in section 95981(d)

have been received by ARB prior to its determination.
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(b)

()

(d)

(1)

(2)

3)

Change of Listing Status at ARB. When ARB issues an ARB offset credit

for an offset project, the listing status for that offset project will be changed

from “Active Registry Project” to “Active ARB Project” or “Active Registry
Renewal” to “Active ARB Renewal” at the Offset Project Registry and
ARB.

Notice of Determination of Issuance of ARB Offset Credits. Not later than

15 calendar days after ARB determines to issues an ARB offset credit,

ARB will notify the Offset Project Operator, Authorized Project Designee,

or any other third party authorized by the Offset Project Operator pursuant

to section 95981 (b)95974{a)}1) of the-issuanceits intent to issue ARB
offset credits.

Requests for Additional Information. ARB may request additional

information for offset projects submitted through an Offset Project Registry

seeking issuance of ARB offset credits.

ARB will notify the Offset Project Operator, Authorized Project

Designee, or other third party identified in section 95981 (b)95974a} L)

within 15 calendar days of its determination pursuant to section
95981(c) if the information in section 95981 (b), ard-(c), and (d) is
incomplete and request additional specific information.

ARB may request any additional information from the Offset Project

Operator, Authorized Project Designee, Offset Project Registry, or

verification body before issuing ARB offset credits for an offset project

that meets the requirements of section 95981. The Offset Project

Operator, Authorized Project Designee, Offset Project Reqistry, or

verification body must submit the requested information to ARB within

10 calendar days of ARB'’s request.

If ARB determines the information submitted in sections 95981(b),
95981(c), and 95981.1(d)(2) does not meet the requirements for

issuance of ARB offset credits, then ARB may deny issuance of ARB
offset credits. The Offset Project Operator or Authorized Project

Designee may petition ARB within 10 days of denial for a review of
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(e)

(f)

(4)

submitted information in sections 95981 (b), 95981(c), and
95981.1(d)(2) and respond to any issues that prevent the issuance of
ARB offset credits.
ARB must make a final determination within 30 calendar days of
receiving the request in section 95981.1(d)(3) and may request
additional information from the Offset Project Operator or Authorized
Project Designee, verification body, or Offset Project Registry. This
determination made by the Executive Officer is final.
A registry offset credit issued pursuant to section 95980.1(a) must be
removed or cancelled by the Offset Project Registry within 10 calendar
days of ARB notification, such that the registry offset credit is no longer
available for transaction on the Offset Project Registry system. Registry
offset credits must be removed or cancelled by the Offset Project Registry
before ARB issues an ARB offset credit pursuant to this section. The

Offset Project Reqgistry must provide proof to ARB that the registry offset

credits have been permanently removed or cancelled from the registry

system.
Receipt of ARB Offset Credits. ARB will transfer ARB offset credits into

the Holding Account of the Offset Project Operator, Authorized Project

Designee, or any other third party authorized by the Offset Project
Operator pursuant to section 95981 (b)95974{a}1) to receive ARB offset
credits, within 15 working days of the notice of determination pursuant to
sections 95981.1(c) and (d)(4).

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

§ 95982. Registration of ARB Offset Credits.

An ARB offset credit will be registered by:

(@)
(b)

Creating a unique ARB serial number; and
Transferring this-serialnumberthe ARB offset credits to the Holding

Account of the listed Offset Project Operator, Authorized Project
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Designee, or another third party as provided in section
95981 (b)95974(a} L) by the Offset Project Operator to receive ARB offset
credits, unless otherwise required by section 95983.

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

§ 95983. Forestry Offset Reversals.

(@)

(b)

(1)

(2)

®3)

For forest sequestration projects, a portion of ARB offset credits issued to
the forest offset project will be placed by ARB into the Forest Buffer

Account.

The amount of ARB offset credits that must be placed in the Forest
Buffer Account shall be determined as set forth in Compliance Offset
Protocol U.S. Forest Projects, October 20, 2011.

ARB offset credits will be transferred to the Forest Buffer Account by
ARB at the time of ARB offset credit registration pursuant to section
95982.

If a forest offset project is originally submitted through an Offset Project
Registry an equal number of registry offset credits must be removed or
cancelled by the Offset Project Registry, such that the registry offset
credit is no longer available for transaction on the Offset Project
Registry system, and issued by ARB for placement in the Forest Buffer
Account.

The ARB offset credits placed into the Forest Buffer Account must

correspond to the Offset Project Data Report year for which the ARB

offset credits are issued.

Unintentional Reversals. If there has been an unintentional reversal, the
Offset Project Operator or Authorized Project Designee must notify ARB
and the Offset Project Registry, in writing, of the reversal and provide an
explanation for the nature of the unintentional reversal within 30 calendar

days of its discovery.
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(1)

(2)

In the case of an unintentional reversal the Offset Project Operator or

Authorized Project Designee shall provide in writing to ARB and an

Offset Project Registry, if applicable, a verified estimate of current

carbon stocks within the offset project boundary within one year of the

discovery of the unintentional reversal.

If ARB determines that there has been an unintentional reversal, and

ARB offset credits have been issued to the offset project, ARB will
retire a quantity of ARB offset credits in-the-ameunt-ef-metrictons-of
CO.ereversed-from the Forest Buffer Account according to section
95983(b)(3)(A) or (B), as applicable.

(A)

If the forest project came into the program directly under a

Compliance Offset Protocol and did not transition from an Early

Action Offset Program, ARB will retire ARB offset credits in the

amount of metric tons CO»e reversed for each Offset Project

Data Report year.

If the forest project transitioned into the program originally from

an Early Action Offset Program, ARB will retire ARB offset

credits from the Forest Buffer Account according to the following

equation, calculated for each Offset Project Data Report year,

rounded up to the nearest whole metric ton CO,e:

ARBCredits

= X Reversal
ARBcreaits + EAOPcreqits

ARBRetire

Where:
“ARBretire” is the number of ARB offset credits that must be

retired from the ARB Forest Buffer Account to compensate for

the unintentional reversal for the Offset Project Data Report

year;
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(1)

(2)

“ARBcredits” IS the total number of ARB offset credits issued to

the forest project for the Offset Project Data Report yeatr,

including any ARB offset credits that were issued for early

action and any that were placed into the Forest Buffer Account

for the Offset Project Data Report year;

“EAOP credits” IS the total number of early action offset credits

issued to the forest project by the Early Action Offset Program

for the Offset Project Data Report year, including any voluntary

offset credits placed into the Early Action Offset Program’s

buffer account for forest projects that were not transferred to

ARB'’s Forest Buffer Account, but excluding any early action

offset credits that were issued ARB offset credits; and

‘Reversal” is the total metric tons of CO,e reversed for the

Offset Project Data Report year.

Intentional Reversals. Requirements for intentional reversals are as

follows:

If an intentional reversal occurs, the Offset Project Operator or

Authorized Project Designee shall, within 30 calendar days of the

intentional reversal:

(A)

(B)

Give notice, in writing, to ARB and the Offset Project Registry, if
applicable, of the intentional reversal; and
Provide a written description and explanation of the intentional

reversal to ARB and the Offset Project Registry, if applicable.

Within one year of the occurrence of an intentional reversal, the Offset

Project Operator or Authorized Project Designee shall submit to ARB

and the Offset Project Registry, if applicable, a verified estimate of

current carbon stocks within the offset project boundary._This verified

estimate may be submitted as a separate offset verification services, or

incorporated into a chapter of the detailed verification report submitted
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3)

pursuant to section 95977.1 when offset verification services are

conducted.

If an intentional reversal occurs from a forest offset project, and ARB

offset credits have been issued to the offset project, the forest owner

must submit to ARB for placement in the Retirement Account a

guantity of valid ARB offset credits or other approved compliance
instruments pursuant to subarticle 4+n-the-amount-of-metrictons-of
SO, ereversed within six months of notification by ARB_in the amount
determined pursuant to sections 95983(c)(3)(A) or (B), as applicable:-

(A)

If the forest project came into the program directly under a

Compliance Offset Protocol and did not transition from an Early

Action Offset Program, the forest owner must turn in valid

compliance instruments in the amount of metric tons CO,e

reversed for each Offset Project Data Report year.

If the forest project transitioned into the program originally from

an Early Action Offset Program, the forest owner must turn in

valid compliance instruments according to the following

equation, calculated for each Offset Project Data Report yeatr,

rounded up to the nearest metric ton CO,e:

ARBCredits
0 _ X Reversal
Revlace = ARBireqirs + EAOPcreqits

Where:

“FOReplace” 1S the number of valid compliance instruments that

the forest owner must turn in to compensate for the intentional

reversal for the Offset Project Data Report year;

“ARBcredits” IS the total number of ARB offset credits issued to

the forest project for the Offset Project Data Report yeatr,

including any ARB offset credits that were issued for early
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(AC)

(BD)

action and any that were placed into the Forest Buffer Account

for the Offset Project Data Report year;

“EAOP credits” IS the total number of early action offset credits

issued to the forest project by the Early Action Offset Program

for the Offset Project Data Report year, including any voluntary

offset credits placed into the Early Action Offset Program’s

buffer account for forest projects that were not transferred to

ARB'’s Forest Buffer Account, but excluding any early action

offset credits that were issued ARB offset credits; and

‘Reversal” is the total metric tons of CO,e reversed for the

Offset Project Data Report year.

Notification by ARB will occur after the verified estimate of
carbon stocks referred to in section 95983(c)(2) has been

submitted to ARB, or after one year has elapsed since the
occurrence of the reversal if the Offset Project Operator or
Authorized Project Designee fails to submit the verified estimate
of carbon stocks.

If the forest owner does not submit valid ARB offset credits or
other approved compliance instruments in the amount required
pursuant to sections 95983(c)(3)(A) or (B) to ARB within six
months of notification by ARB, ARB will retire a quantity of ARB

offset credits equal to the difference between the number of

metric tons of CO,e determined pursuant to sections
95983(c)(3)(A) or (B) and the number of retired approved
compliance instruments ir-the-ameunt-of-metrictons-of-CO e
reversed from the Forest Buffer Account and the forest owner

will be subject to enforcement action and each ARB offset credit
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(4)

retired from the Forest Buffer Account will constitute a separate
violation pursuant to section 96014.
Early Project Terminations. l-the-eventof-an-earlyforest-offset
. L il rotiro f I ,
it of . lits in 4 leulated

. ’ I | Thi - | "
offset-credits-that-have been-issued-to-the-offset project:If an early

project termination occurs from a forest offset project, and ARB offset

credits have been issued to the offset project, the forest owner must

submit to ARB for placement in the Retirement Account a quantity of

valid ARB offset credits or other approved compliance instruments

pursuant to subarticle 4 in the amount determined pursuant to sections
95983(c)(4)(A), (B), or (C), whichever applies, for each Offset Project
Data Report year:

(A) If the forest project came into the program directly under a

Compliance Offset Protocol and did not transition from an Early

Action Offset Program, the forest owner must turn in valid

compliance instruments to cover the number of ARB offset

credits issued to the offset project for each Offset Project Data

Report year, except for improved forest management projects.

If the project is an improved forest management project, the

amount of metric tons CO,e reversed must be multiplied by the

compensation rate in the Compliance Offset Protocol, U.S.
Forest Projects, October 20, 2011.

(B) Ifthe forest project transitioned into the program originally from

an Early Action Offset Program, the forest owner must turn in

valid compliance instruments according to the following

equation, calculated for each Offset Project Data Report yeatr,

except for improved forest management projects:
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ARBCredits
0 _ X Reversal
Revlace = ARBireqirs + EAOPcreqits

Where:

“FOReplace” 1S the number of valid compliance instruments that

the forest owner must turn in to compensate for the early project

termination for each Offset Project Data Report year;

“ARBcredits” IS the total number of ARB offset credits issued to

the forest project for the Offset Project Data Report yeatr,

including any ARB offset credits that were issued for early

action and any that were placed into the Forest Buffer Account

for the Offset Project Data Report year:;

“EAOP credits” IS the total number of early action offset credits

issued to the forest project by the Early Action Offset Program

for the Offset Project Data Report year, including any voluntary

offset credits placed into the Early Action Offset Program’s

buffer account for forest projects that were not transferred to

ARB'’s Forest Buffer Account, but excluding any early action

offset credits that were issued ARB offset credits; and

“Reversal’ is the total metric tons of CO»e reversed for the

Offset Project Data Report year.

For an improved forest management project that transitioned

into the program originally from an Early Action Offset Program,

the forest owner must replace ARB offset credits in the amount

calculated pursuant to section 95983(c)(4)(B) multiplied by the

compensation rate in the Compliance Offset Protocol, U.S.
Forest Projects, October 20, 2011.
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(d)

(1)

(AD) ARB will notify the forest owner of how many ARB offset credits

(BE)

(SE)

must be replaced with valid compliance instruments. ARB-wil

i the § ot b lendar davs.

The forest owner must submit to ARB for placement in the

Retirement Account a valid ARB offset credit or another
approved compliance instrument pursuant to subarticle 4 for
each ARB offset credit required to be replacedretired-by-ARB
from-the Forest Buffer-Aeeount-within six months of ARB’s

retirement.

If the forest owner does not submit valid ARB offset credits or

other approved compliance instruments to ARB in the amount

required pursuant to sections 95983(c)(4)(A) or (B) within six

months of ARB’s retirement, ARB will retire a quantity of ARB

offset credits equal to the difference between the number of

metric tons of CO,e determined pursuant to sections
95983(c)(4)(A) or (B) and the number of retired approved

compliance instruments from the Forest Buffer Account and

they will be subject to enforcement action and each ARB offset
credit retired from the Forest Buffer Account will constitute a
separate violation pursuant to section 96014.

Disposition of Forest Sequestration Projects After a Reversal. If a reversal
lowers the forest offset project’s actual standing live carbon stocks below
its project baseline standing live carbon stocks, the forest offset project will
be terminated by ARB or an Offset Project Registry.

If the forest offset project is terminated due to an unintentional

reversal, ARB will retire from the Forest Buffer Account a quantity of

ARB offset credits equal to the total number of ARB offset credits

issued pursuant to section 95981, and where applicable, all early

actionARB offset credits issued to the offset project pursuant to section

95990(i) for early action, over the preceding 100 years.
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(2)

®3)

(4)

If the forest offset project is terminated due to an unintentional
reversal, another offset project may be initiated and submitted to ARB
or an Offset Project Registry for listing within the same offset project
boundary.

If the forest offset project has experienced an unintentional reversal
and its actual standing live carbon stocks are still above the approved
baseline levels, it may continue without termination as long as the
unintentional reversal has been compensated by the Forest Buffer
Account. The Offset Project Operator or Authorized Project Designee
must continue contributing to the Forest Buffer Account in future years
as quantified in section 95983(a)(1).

If the forest offset project is terminated due to any reason except an
unintentional reversal, new offset projects may not be initiated within
the same offset project boundary, unless otherwise specified in a

Compliance Offset Protocol.

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

§ 95984. Ownership and Transferability of ARB Offset Credits.

(@)

(b)

(1)

(2)
®3)

Initial ownership of an ARB offset credit will be with the registered Offset
Project Operator, Authorized Project Designee, or another third party as
provided in section 95981 (b)95974(a}1) by the Offset Project Operator to
receive ARB offset credits, unless otherwise required by section 95983.

An ARB offset credit may be sold, traded, or transferred, unless:

It has been retired, surrendered for compliance, or used to meet any
GHG mitigation requirements in any voluntary or regulatory program;
It resides in the Forest Buffer Account pursuant to section 95983; or

It has been invalidated pursuant to section 95985.

An ARB offset credit may only be used:
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(1) To meet a compliance obligation under this article, except if used by a
covered entity in a program approved for linkage pursuant to subarticle
12; or

(2) By a Voluntarily Associated Entity for purposes of voluntary retirement.

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

§ 95985. Invalidation of ARB Offset Credits.

(@) An ARB offset credit issued under this article will remain valid unless
invalidated pursuant to this section.

(b) Timeframe for Invalidation. ARB may invalidate an ARB offset credit
pursuant to this section within the following timeframe if a determination is
made pursuant to section 95985(f):

(1)  Within eight years of issuance of an ARB offset credit, if the ARB offset

credit is issued for early action pursuant to section 95990(h), or within

eight years of the date that corresponds to the end of the Reporting
Period for which the ARB offset credit is issued, if the ARB offset credit

is issued pursuant to section 95981.1, unless one of the following

requirements is met;

(A)  The Offset Project Operator or Authorized Project Designee for

aAn offset project developed under Compliance Offset Protocol
Ozone Depleting Substances Projects, October 20, 2011, may
| bi inalidati ithin o g :
” i if 4 ” . .
ifiod . I I I st
offsetverification-body-withinthose-three-yearsor an early action

quantification methodoloqy approved pursuant to section

95990(c)(5) for the same project type, does the following:

1. Has a different verification body that meets the requirements

for conflict of interest conduct a second requlatory
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|

verification pursuant to sections 95977 through 95978 for the

same Offset Project Data Report; and

The second requlatory verification must occur within three

vears of the issuance of the ARB offset credits, and the

Offset Project Operator or Authorized Project Designee must

receive a Positive or Qualified Positive Offset Verification

Statement from the new verification body for the same Offset

Project Data Report.

a. If the offset project is listed with an Offset Project

Registry, the detailed verification report and Offset

Verification Statement for the second requlatory

verification must be submitted to the Offset Project

Reaqistry.
The Offset Project Registry must review the offset

|=

verification documents pursuant to section
95987(e)(1)(E) and submit a report to ARB that

includes the details and findings of the Offset Project

Regqistry’s review.

The Offset Project Reqistry has 45 calendar days to

|©

review the offset verification information once it is

received from the verification body.

d. The Offset Project Registry has an additional 15

working days to submit its report to ARB.
If the requirements in sections 95985(b)(1)(A)(1.) and (2.)

are met, the ARB offset credits issued under the Offset

Project Data Report may only be subject to invalidation

according to the following timeframes:

a. Within three years of the date that corresponds to the
end of the Reporting Period for which the ARB offset

credits are issued, if the ARB offset credits are issued

pursuant to section 95981; and
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(B)

|~

N

|

b. Within three years of the date for which ARB offset

credits are issued, if the ARB offset credits are issued

pursuant to section 95990(h); or

The Offset Project Operator or Authorized Project Designee for

aAn offset project developed under one of the protocols
listed belewin section 95985(b)(1)(B)(5.) does the following:;

I | bi nalidati ithin 1 :
iods if I ” : o 1
e o ifiod : I I
I st e fication_bod T I
iy ” lfied iy ” ficati
ithin o g " ,
Gledit.

Has a subsequent Offset Project Data Report verified

pursuant to sections 95977 through 95978 by a different

verification body than the one which conducted the most

recent verification, and that meets the requirements for

conflict of interest; and

The verification conducted by a different verification body for

the subsequent Offset Project Data Report must be

completed within, at a maximum, three years from the date

that corresponds to the last time ARB offset credits were

issued to the offset project. The verification of the

subsequent Offset Project Data Report must result in a

Positive or Qualified Positive Offset Verification Statement

from the new verification body.
If the requirements in sections 95985(b)(1)(B)(1.) and (2.)
are met, the ARB offset credits issued for no more than three

Reporting Periods prior to the Reporting Period for which the

subsequent Offset Project Data Report was verified by a
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different verification body, may only be subject to invalidation

according to the following timeframes:

a.

|=

Within three yvears of the date that corresponds to the
end of the Reporting Period for which the ARB offset

credits are issued, if the ARB offset credits are issued

pursuant to section 95981; and
Within three years of the date for which ARB offset

credits are issued, if the ARB offset credits are issued

pursuant to section 95990(h).

If an offset project developed under one of the Compliance

Offset Protocols listed in section 95985(b)(1)(B)(5.) is in the

last year of a crediting period, and will not have a renewed

crediting period, the statute of limitations may be reduced

from eight years to three years if the following requirements

are met for the last Offset Project Data Report of the

crediting period:

a.

|=

The Offset Project Operator or Authorized Project

Designee has a different verification body that meets

the requirements for conflict of interest conduct a

second regulatory verification pursuant to sections
95977 through 95978 for the last Offset Project Data

Report;
The second requlatory verification must occur within

three years of the issuance of the ARB offset credits

and the last Offset Project Operator or Authorized

Project Designee must receive a Positive or Qualified

Positive Offset Verification Statement from the new

verification body for the same last Offset Project Data

Report.
i If the offset project is listed with an Offset

Project Regqistry, the detailed verification report
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and Offset Verification Statement for the

second reqgulatory verification must be

submitted to the Offset Project Reqistry.

il The Offset Project Registry must review the

offset verification documents pursuant to
section 95987(e)(1)(E) and submit a report to

ARB that includes the details and findings of

the Offset Project Reqistry’s review.

The Offset Project Regqistry has 45 calendar

days to review the offset verification

information once it is received from the

verification body.

The Offset Project Registry has an additional

<

15 working days to submit its report to ARB.

Fhisprovisioh-apphiesThe provisions in section
95985(b)(1)(B)(1.) through (4.) apply if an offset project is

developed under one of the following Compliance Offset

|

Protocols, or any early action quantification methodologies

approved pursuant to section 95990(c)(5) for the same

project types;

at. Compliance Offset Protocol Livestock Projects,
October 20, 2011;

b2. Compliance Offset Protocol Urban Forest Projects,
October 20, 2011; and

c3. Compliance Offset Protocol U.S. Forest Projects,
October 20, 2011.

(©) Grounds for Initial Determination of Invalidation. ARB may determine that

an ARB offset credit is invalid for the following reasons:
(1) The Offset Project Data Report contains errors that overstate the
amount of GHG reductions or GHG removal enhancements by more
than five5.00 percent;
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(A)

If ARB finds that there has been an overstatement by more
than five5.00 percent, ARB shall determine how many GHG
reductions and GHG removal enhancements were achieved by
the offset project for the applicable Reporting Period. Within 10
calendar days of this determination, ARB will notify the
verification body that performed the offset verification and the
Offset Project Operator or Authorized Project Designee. Within
25 calendar days of receiving the written notification by ARB,
the verification body shall provide any available offset
verification services information or correspondence related to
the Offset Project Data Report. Within 25 calendar days of
receiving the written notification by ARB, the Offset Project
Operator or Authorized Project Designee shall provide data that
is required to calculate GHG reductions and GHG removal
enhancements for the offset project according to the
requirements of this article, the detailed offset verification report
prepared by the verification body, and other information
requested by ARB. The Offset Project Operator or Authorized
Project Designee shall also make available personnel who can
assist ARB’s determination of how many GHG reductions and
GHG removal enhancements were achieved by the offset
project for the applicable Reporting Period.
ARB will determine the actual GHG reductions and GHG
removal enhancements achieved by the offset project for the
applicable Reporting Period based on, at a minimum, the
following information:
a. The GHG sources, GHG sinks, and GHG reservoirs
within the offset project boundary for that Reporting
Period; and
b. Any previous Offset Project Data Reports submitted
by the Offset Project Operator or Authorized Project
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Designee, and the Offset Verification Statements
rendered for those reports.

2. In determining how many GHG reductions and GHG removal
enhancements were achieved by the offset project for the
applicable Reporting Period, ARB may use the following
methods, as applicable:

a. The applicable Compliance Offset Protocol,

b. In the event of missing data, ARB will rely on the
missing data provisions pursuant to section 95976,
and, if applicable, the Compliance Offset Protocol,
and

C. Any information reported under this article for this
Reporting Period and past Reporting Periods.

3. ARB shall determine how many GHG reductions and GHG
removal enhancements were achieved by the offset project
for the applicable Reporting Period using the best
information available, including the information in section
95985(c)(1)(A)(1.) and methods in section
95985(c)(1)(A)(2.), as applicable.

(B) If ARB determines that an overstatement has occurred pursuant
to section 95985(c)(1), ARB shall determine the amount of ARB
offset credits that correspond to the overstatement using the

following equation, rounded to the nearest whole ton:

If: IARBOC > ROPDR X 105

Then: Og = Iyrpoc — Roprpr

Where:
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(d)

(2)

®3)

(4)

“OR” is the amount of overstated GHG reductions and GHG removal
enhancements for the applicable Offset Project Data Report, rounded

to the nearest whole ton;

“Iarsoc” is the number of ARB offset credits issued under the
applicable Offset Project Data Report pursuant to section 95981.1 or
95990(i);

“Roppr” is the number of GHG reductions and GHG removal
enhancements determined by ARB pursuant to section 95985(c)(1) for

the applicable Offset Project Data Report;

The offset project activity and implementation of the offset project was
not in accordance with all local, state, or national environmental and
health and safety regulations during the Reporting Period for which the
ARB offset credit was issued; or

ARB determines that offset credits have been issued in any other

voluntary or mandatory program within the same offset project

boundary and for the same Reporting Period in which ARB offset
credits were issued for GHG reductions and GHG removal
enhancements.

The following shall not be grounds for invalidation:

(A)  An update to a Compliance Offset Protocol will not result in an
invalidation of ARB offset credits issued under a previous
version of the Compliance Offset Protocol; or

(B)  Areversal that occurs under a forest offset project. If such a

reversal occurs the provisions in section 95983 apply.

Suspension of Transfers. When ARB makes an initial determination
pursuant to section 95985(c) it will immediately block any transfers of ARB

offset credits for the applicable Offset Project Data Report. Once ARB
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makes a final determination pursuant to section 95985(f) the block on
transfers for any valid ARB offset credits will be cancelled.

(e) Identification of Affected Parties. If ARB makes an initial determination
that one of the circumstances listed in section 95985(c) has occurred,
ARB will identify the following parties:

(1)  The current holders that hold any ARB offset credits in their Holding
and/or Compliance Accounts from the applicable Offset Project Data
Report;

(2)  The enthesentities for which ARB transferred any ARB offset credits
from the applicable Offset Project Data Report into the Retirement
Account; and

3) The Offset Project Operator and Authorized Project Designee, and, for
forest offset projects the Forest Owner(s).

)] Final Determination and Process of Invalidation. ARB will notify the
parties identified in section 95985(e) of its initial determination pursuant to
section 95985(c), and provide each party an opportunity to submit
additional information to ARB prior to making its final determination, as
follows:

(1)  ARB will include the reason for its initial determination in its notification
to the parties identified in section 95985(e).

(2)  After notification the parties identified in section 95985(e) will have 25
calendar days to provide any additional information to ARB.

(3) ARB may request any information as needed in addition to the
information provided under this section.

(4)  The Executive Officer will have 30 calendar days after all information is
submitted under this section to make a final determination that one or
more conditions listed pursuant to section 95985(c) has occurred and
whether to invalidate ARB offset credits.

(A)  The parties identified pursuant to section 95985(e) will be
notified of ARB'’s final determination of invalidation pursuant to

this section.
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(B)  Any approved program for linkage pursuant to subarticle 12 will
be notified of the invalidation at the time of ARB’s final
determination pursuant to this section.

(9) Removal of Invalidated ARB Offset Credits from Holding and/or
Compliance Accounts. If the Executive Officer makes a final
determination pursuant to section 95985(f) that an ARB offset credit is
invalid, then:

(1) ARB offset credits will be removed from any Holding or Compliance

Account, as follows;

(A) If an ARB offset credit is determined to be invalid due to the
circumstance listed in section 95985(c)(1), then:

1. ARB will determine which ARB offset credits will be removed
from the Compliance and/or Holding Accounts of each party
identified in section 95985(e)(1) according to the following
equation, rounded to the nearest whole ton:

TOTHolding

Hyrpoc =| I
ARBOC

Where:

“OR” is the amount of overstated GHG reductions and GHG
removal enhancements for the applicable Offset Project Data
Report calculated pursuant to section 95985(c)(1);

“Iarsoc” is the number of ARB offset credits issued under the
applicable Offset Project Data Report pursuant to section 95981.1
or 95990(i);

“TOT Holding” IS the total number of ARB offset credits currently being

held in a Compliance and/or Holding Account by each party
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identified in section 95985(e)(1) for the applicable Offset Project
Data Report;

“Harsoc” Is the total number of ARB offset credits, rounded to the
nearest whole ton, that will be removed from the Holding and/or

Compliance Account of each party identified in section 95985(e)(1).

2. ARB will determine the lewest-serial-rumbers-assighed
te-quantity of ARB offset credits issued under the applicable

Offset Project Data Report in the amount calculated
pursuant to section 95985(g)(1)(A) and remove a guantity of
ARB offset creditsthem from any Holding and/or Compliance
Account of the parties identified in section 95985(e)(1).

(B) If an ARB offset credit is determined to be invalid due to the
circumstances listed in sections 95985(c)(2) or (c)(3), ARB will
remove all ARB offset credits issued under the applicable Offset
Project Data Report from any Holding and/or Compliance
Account of the parties identified in section 95985(e)(1).

(2)  The parties identified pursuant to section 95985(e) will be notified of
which serial numbers were removed from any Compliance and/or
Holding Accounts.

(3)  Any approved program for linkage pursuant to subarticle 12 will be
notified of which serial numbers were removed from any Compliance
and/or Holding Accounts.

(h) Requirements for Replacement of ARB Offset CreditsferNen-

(1) If an ARB offset credit in the Retirement Account frem-a-nen-
seguestration-offsetprojectis determined to be invalid pursuant to
section 95985(f) for only the circumstance listed in section 95985(c)(1);

then:
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(A)  Each party identified in section 95985(¢e)(2) must replace ARB
offset credits in the amount calculated for the individual party
according to the following equation, rounded to the nearest
whole ton:

TOTgetirea

Rarpoc :| i
ARBOC

Where:

“Rareoc” is the calculated total number of retired ARB offset credits for
the applicable Offset Project Data Report, rounded to the nearest
whole ton, that must be replaced by each individual party identified in
section 95985(e)(2);

“TOTRetired” IS the total number of ARB offset credits for which ARB
transferred the ARB offset credits from the applicable Offset Project
Data Report into the Retirement Account for the individual party
specified in section 95985(e)(2);

“larsoc” IS the number of ARB offset credits issued under the
applicable Offset Project Data Report pursuant to section 95981.1 or
95990(i);

“OR” is the amount of overstated GHG reductions and GHG removal
enhancements calculated pursuant to section 95985(c)(1) for the
applicable Offset Project Data Report.

(B) Each party identified in section 95985(e)(2) must replace ARB
offset credits in the amount calculated pursuant to section
95985(h)(1)(A) with valid ARB offset credits or other approved
compliance instruments pursuant to subarticle 4, within six

months of notification by ARB pursuant to section 95985(g)(2).
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(D)

If each party identified in section 95985(e)(2) does not replace
each invalid ARB offset credit in the amount calculated pursuant
to section 95985(h)(1)(A) within six months of notice of
invalidation pursuant to section 95985(g)(2), each unreplaced
invalidated ARB offset credit will constitute a violation for that
party pursuant to section 96014.
If the party identified in section 95985(e)(2) is no longer in
business pursuant to section 95101(h)(2) of MRR, ARB will
require the Offset Project Operator to replace each
invalidated ARB offset credit and will notify the Offset Project
Operator that they must replace them.
If tFhe Offset Project Operator is required to replace the
ARB offset credits pursuant to section 95985(h)(1)(C)(1.),

the Offset Project Operator must replace each ARB offset

credit with a valid ARB offset credit or another approved
compliance instrument pursuant to subarticle 4, within six
months of notification by ARB pursuant to section
95985(h)(1)(C)(1.).

If the Offset Project Operator_is required to replace the ARB
offset credits pursuant to section 95985(h)(1)(C)(1.), and the

Offset Project Operator does not replace each invalid ARB

offset credit within six months of notification by ARB
pursuant to section 95985(h)(1)(C)(1.), each unreplaced
invalidated ARB offset credit will constitute a violation for that
Offset Project Operator pursuant to section 96014.
ARB will determine the lowestserial-rumbers-assighed
te-quantity of ARB offset credits issued under the applicable
Offset Project Data Report in the amount calculated pursuant to
section 95985(h)(1)(A) and invalidate that quantity of ARB offset
creditsthose-seralnumbers.
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(2)

(E)

(F)

The parties identified pursuant to section 95985(e) will be
notified of the quantity of ARB offset credits thatwhich-serial
Aumbers were invalidated.

Any approved program for linkage pursuant to subarticle 12 will

be notified of which serial numbers were invalidated.

If an ARB offset credit in the Retirement Account-frem-a-non-
seguestration-offsetproject is determined to be invalid pursuant to

section 95985(f) for any circumstance listed in sections 95985(c)(2)
and (c)(3); then:

(A)

(B)

The party identified in section 95985(e)(2) must replace each
ARB offset credit it requested ARB to transfer into the
Retirement Account for the applicable Offset Project Data
Report with a valid ARB offset credit or another approved
compliance instrument pursuant to subarticle 4, within six
months of notification by ARB pursuant to section 95985(g)(2).
If the party identified in section 95985(e)(2) does not replace
each invalid ARB offset credit within six months of the notice of
invalidation pursuant to section 95985(g)(2), each unreplaced
invalidated ARB offset credit will constitute a violation for that
party pursuant to section 96014.
If the party identified in section 95985(¢e)(2) is no longer in
business pursuant to section 95101(h)(2) of MRR ARB will
require the Offset Project Operator to replace each
invalidated ARB offset credit and will notify the Offset Project
Operator that they must replace them.
If tFhe Offset Project Operator is required to replace the
ARB offset credits pursuant to section 95985(h)(2)(B)(1.),
the Offset Project Operator must replace each ARB offset

credit with a valid ARB offset credit or another approved

compliance instrument pursuant to subarticle 4, within six
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months of notification by ARB pursuant to section
95985(h)(2)(B)1.

If the Offset Project Operator is required to replace the ARB
offset credits pursuant to section 95985(h)(2)(B)(1.), and the

Offset Project Operator does not replace each invalid ARB

offset credit within six months of notification by ARB
pursuant to section 95985(h)(2)(B)(1.), each unreplaced
invalidated ARB offset credit will constitute a violation for that
Offset Project Operator pursuant to section 96014.
The parties identified pursuant to section 95985(e) will be
notified of which serial numbers were invalidated.

Any approved program for linkage pursuant to subarticle 12 will

be notified of which serial numbers were invalidated.
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() Nothing in this section shall limit the authority of the State of California
from pursuing enforcement action against any parties in violation of this

article.

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

§ 95986. Executive Officer Approval Requirements for Offset Project
Registries.

(@) The approval requirements specified in this subarticle apply to all Offset
Project Registries that will operate to provide registry services under this
article.

(b)  The Executive Officer may approve Offset Project Registries that meet

and maintain the requirements specified in this section.
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Offset Project Registry Approval Application. To apply for approval as

an Offset Project Registry, the applicant shall submit the following

information to the Executive Officer:

(A)
(B)
(©)
(D)
(E)

(F)

Name of applicant;

Name of president or chief executive officer;

List of all board members, if applicable;

Addresses of offices located in the United States;
Documentation that the applicant carries at least five million
U.S. dollars of professional liability insurance; and

List of any judicial proceedings and administrative actions filed
against the applicant within the previous five years, with a

detailed explanation as to the nature of the proceedings.

The applicant must submit, in writing, the procedures to screen and

address internal conflicts of interest. The applicant must provide the

following information to the Executive Officer:

(A)

A staff, management, and board member conflict of interest

policy where there are clear criteria for what constitutes a

conflict of interest. The policy must:
Identify specific activities and limits on monetary and non-
monetary gifts staff, management, or board members must
not conduct or accept to meet the Offset Project Registry’s
internal policies of conflict of interest policy, or alternatively
provide a comprehensive policy on the applicant’s
requirements for the reporting of any and all conflicts based
on internal policies that guard against conflict of interest; and
Include a requirement for annual disclosure by each staff,
management, or board member of any items or instances
that are covered by the applicant’s conflict of interest policy

on an ongoing basis or for the previous calendar year.
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3. The applicant must have appropriate conflict of interest and
confidentiality requirements in place for any of its
contractors;

(B) List of all service types provided by the applicant;

(C)  The industrial sectors the applicant serves;

(D) Locations where services are provided; and

(E) A detailed organizational chart that includes the applicant and
any parent, subsidiary, and affiliate companies.

(F) If the applicant under section 95986 is going to designate a
subdivision of its organization to provide registry services, then
the prohibition in section 95986(d)(1) on serving as an offset
project consultant shall apply at the subdivision level and the

applicant must provide the following general information for its

self:
1. General types of services; and
2. General locations where services are provided.

(3) The applicant has the following capabilities for registration and tracking

of registry offset credits issued under this article:

(A) A comprehensive registration requirement for all registry
participants;

(B)  Tracking ownership and transactions of all registry offset credits
it issues at all times; and

(C) Possesses a permanent repository of ownership information on
all transactions involving all registry offset credits it issues under
this article from the time they are issued to the time they are
retired or cancelled.

(d) The applicant’s primary business must be operating an Offset Project
Registry for voluntary or regulatory purposes and meet the following
business requirements:

(1) The applicant may not act as an Offset Project Operator, Authorized

Project Designee, or offset project consultant for offset projects
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(2)

3)

(4)

(5)

registered or listed on its own Offset Project Registry and developed
using a Compliance Offset Protocol once approved as an Offset
Project Registry. The applicant must annually disclose to ARB any
non-offset project related consulting services it provides to an Offset
Project Operator or Authorized Project Designee who lists a project
using a Compliance Offset Project with the applicant as part of the
information included in the annual report required in section 95987 (j);
The applicant may not act as a verification body or provide offset
verification services pursuant to sections 95977.1 and 95977.2 once
approved as an Offset Project Registry;

If the applicant designates a subdivision of its organization to provide
registry services, the applicant may not be an Offset Project Operator
or Authorized Project Designee for offset projects listed at the
subdivision’s registry, act as a verification body, or be a covered entity
or opt-in covered entity;

The applicant must demonstrate experience in the continuous
operation of a registry serving an environmentally-focused market for a
minimum of two years in a regulatory and/or voluntary market. For the

purposes of this section, an “environmentally-focused market” means

a market that includes the trading of carbon-emissions based

commodities. In the context of Air Quality Management or Air Quality

Control Districts, “Environmentally-focused Market” includes a market

for air emission reduction credits; and

The applicant’s primary incorporation or other business formation and
primary place of business, or the primary place of business of the
designated subdivision, if the applicant designates a subdivision to
provide registry services pursuant to this section, must be in the United
States of America.

The Offset Project Registry must continue to maintain the professional

liability insurance required in section 95986(c) while it provides registry
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(f)

(9)

(h)

(1)

(2)

®3)

(4)

(5)

(6)

services to Offset Project Operators or Authorized Project Designees who
are implementing offset projects using Compliance Offset Protocols.
If any information submitted pursuant to sections 95986(c) through (e)
changes after the approval of an Offset Project Registry, the Offset Project
Registry must notify the Executive Officer within 30 calendar days and
provide updated information consistent with that required in sections
95986(c) through (e).
The Offset Project Registry must attest, in writing, to ARB as follows:
“As the authorized representative for this Offset Project Registry, |
understand that the Offset Project Registry is voluntarily participating in
the California Cap-and-Trade Program under title 17, article 5, and the
Offset Project Registry is now subject to all regulatory requirements
and enforcement mechanisms of this program.”;
“All information generated and submitted to ARB by the Offset Project
Registry related to an offset project that uses a Compliance Offset
Protocol will be true, accurate, and complete.”;
“All information provided to ARB as part of an ARB audit of the Offset
Project Registry will be true, accurate, and complete.”;
“All registry services provided will be in accordance with the
requirements of section 95987.”;
“The Offset Project Registry is committed to participating in all ARB
training related to ARB’s compliance offset program or Compliance
Offset Protocols.”; and
The authorized representative of the Offset Project Registry must
attest in writing, to ARB: “I certify under penalty of perjury under the
laws of the State of California | have authority to represent the Offset
Project Registry and all information provided as part of this application
is true, accurate, and complete.”.
At least two of the management staff at the Offset Project Registry must
take ARB provided training on ARB’s compliance offset program and pass

an examination upon completion of training.
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(k)

(1)

(2)

®3)

(4)

(5)

The Offset Project Registry must have staff members who have
collectively completed ARB training and passed an examination upon
completion of training in all Compliance Offset Protocols.

The Offset Project Registry must have at least two years of demonstrated

experience in, and requirements for, direct staff oversight ef-theand review

of offset projects review, project listing, offset verification, and registry

offset credit issuance-process.
ARB Approval.

Within 60 calendar days of receiving an application for approval as an
Offset Project Registry and completion by all management staff of the
training required in section 95986(h), the Executive Officer will inform
the applicant in writing either that the application is complete or that
additional specific information is required to make the application
complete.
The applicant may be allowed to submit additional supporting
documentation before a decision is made by the Executive Officer.
Within 60 calendar days following completion of the application
process, the Executive Officer shall approve an Offset Project Registry
if evidence of qualification submitted by the applicant has been found
to meet the requirements of section 95986 and issue an Executive
Order to that effect.
The Executive Officer and the applicant may mutually agree, in writing,
to longer time periods than those specified in subsections 95986(k)(1)
and 95986(k)(3).
The Executive Officer approval for an Offset Project Registry is valid
for a period of 10 years, whereupon the applicant may re-apply. At the
time of re-application, the Offset Project Registry must:
(A) Demonstrate it consistently met all of the requirements in
section 95986;
(B) Pass a performance review, which, at a minimum shows the

Offset Project Registry consistently:
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(m)

(1)

(2)

®3)

1. Demonstrates knowledge of the ARB compliance offset
program and Compliance Offset Protocols;
Meets all regulatory deadlines; and

3. Provides registry services in accordance with the
requirements of this article; and

(C) Not have been subject to enforcement action under this article.

Modification, Suspension, and Revocation of an Executive Order
Approving an Offset Project Registry. The Executive Officer may review,
and, for good cause, modify, suspend, or revoke an Executive Order

providing approval to an Offset Project Registry.

During revocation proceedings, the Offset Project Registry may not
continue to provide registry services for ARB.

Within five working days of suspension or revocation of approval, an
Offset Project Registry must notify all Offset Project Operators or
Authorized Project Designees for whom it is providing registry services,
or has provided registry services within the past 12 months, of its
suspension or revocation of approval.

An Offset Project Operator or Authorized Project Designee who has
been notified by an Offset Project Registry of a suspended or revoked
approval must re-submit its offset project information with a new Offset
Project Registry or ARB. An offset project listed at ARB or a new
Offset Project Registry will continue to operate under its originally
approved crediting period, provided that ARB may extend the crediting
period or the relevant deadline in section 95977(d) for one year if ARB
determines that such extentionextension is necessary to provide time
for re-submission of information to the new Offset Project Registry or
ARB.

If the applicant under section 95986 is going to designate a subdivision of

its organization to provide redistry services, all the requirements of section

95986 will be applied at the designated subdivision level.
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(n)  An approved Offset Project Registry must make itself and its personnel

available for an ARB audit.

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

§ 95987. Offset Project Registry Requirements.

(@) The Offset Project Registry shall use Compliance Offset Protocols
approved pursuant to section 95971 to determine whether an offset
project may be listed with the Offset Project Registry for issuance of
registry offset credits. The Offset Project Registry may list projects under
non-Compliance Offset Protocols, but must make it clear any GHG
emission reductions and GHG removal enhancements achieved under
those protocols are not eligible to be issued registry offset credits or ARB
offset credits.

(b) The Offset Project Registry must make the following information publicly
available for each offset project developed under a Compliance Offset
Protocol:

(1)  Within 10 working days of the offset project listing requirements being

deemed complete in section 95975(f):

(A)  Offset project name;

(B)  Offset project location;

(C) Offset Project Operator and, if applicable, the Authorized Project
Designee;

(D)  Type of offset project;

(E) Name and date of the Compliance Offset Protocol used by the
offset project;

(3] Date of offset project listing submittal and Offset Project
Commencement date; and

(G) Identification if the offset project is in an initial or renewed

crediting period;
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(d)

(2)

®3)

Within 10 working days of the OffsetProject-DataReport-being-issued
an-Offset-\erification-Statement Offset Project Registry making a
determination of reqistry offset credit issuance pursuant to section

95980(b):

(A)  Annual verified project baseline emissions;

(B)  Annual verified GHG reductions and GHG removal
enhancements achieved by the offset project;

(C)  The unique serial numbers of registry offset credits issued to the
offset project for the applicable Offset Project Data Report;

(D)  Total verified GHG reductions and GHG removal enhancements
for the offset project by Reporting Period for when an Offset
Project Data Report was submitted;

(E) The final Offset Project Data Report for each Reporting Period:;

and
(EE) Offset Verification Statement for each year the Offset Project
Data Report was verified; and
Clear identification of which offset projects are listed and submitting
Offset Project Data Reports using Compliance Offset Protocols.
Conflict of Interest Review by Offset Project Registries. The Offset Project
Registry must apply the conflict of interest requirements in section 95979
when making a conflict of interest determination for a verification body
proposing to conduct offset verification services under sections 95977.1
and 95977.2. The Offset Project Registry must review and make sure the
conflict of interest submittal in section 95979(e) is complete. When an
Offset Project Operator or Authorized Project Designee submits its
information pursuant to section 95981(b) to ARB, the Offset Project
Registry must provide ARB with the information and attestation identified
in section 95979(e) within 15 calendar days.
The Offset Project Registry may provide guidance to Offset Project
Operators, Authorized Project Designees, or offset verifiers for offset

projects using a Compliance Offset Protocol, if there is no clear
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requirement for the topic in a Compliance Offset Protocol, this article, or

an ARB guidance document, after consulting and coordinating with ARB.

(1)  An Offset Project Registry must maintain all correspondence and

records of communication with an Offset Project Operator, Authorized

Project Designee, or offset verifier when providing clarifications or

guidance for an offset project using a Compliance Offset Protocol.

(2) Before providing such guidance, the Offset Project Registry may

request ARB to provide clarification on the topic.

(3)  Any Offset Project Operator or Authorized Project Designee requests

for clarifications or guidance must be documented and the Offset

Project Registry response must be submitted on an ongoing monthly

basis to ARB beginning with the date of approval as an Offset Project

Registry.

The Offset Project Registry must audit at least 10 percent of the annual

full offset verifications developed for offset projects using a Compliance

Offset Protocol.

(1)  The audit must include the following checks:

(A)

(B)

(©)

(D)

(E)

Attendance with the offset verification team on the offset project
site visit;

In-person or conference call attendance for the first offset
verification team and Offset Project Operator or Authorized
Project Designee meeting;

In-person or conference call attendance to the last meeting or
discussion between the offset verification team and Offset
Project Operator or Authorized Project Designee;
Documentation of any findings during the audit that cause the
Offset Project Registry to provide guidance to, or require
corrective action with, the offset verification team, including a list
of issues noted during the audit and how those were resolved;
A review of the detailed verification report and sampling plan to

ensure that it meets the minimum requirements in sections
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3)

(4)

95977.1 and 95977.2 and documentation of any discrepancies
found during the review; and
(F)  Aninvestigative review of the conflict of interest assessment
provided by the verification body, which includes the following:
1. Discussions with both the lead verifier who submitted the
conflict of interest assessment form and the Offset Project
Operator or Authorized Project Designee to confirm the
information on the conflict of interest assessment form is
true, accurate, and complete;
2. An internet-based search to ascertain the existence of any
previous relationship between the verification body and the
Offset Project Operator or Authorized Project Designee, and
if so the nature and extent; and
3. Any other follow up by the Offset Project Registry to have
reasonable assurance that the information provided on the
conflict of interest assessment form is true, accurate, and
complete.
All information related to audits of offset projects developed using a
Compliance Offset Protocol must be provided to ARB within 10
calendar days of an ARB request.
The audits must be selected to provide a representative sampling of
geographic locations of all offset projects, representative sampling of
verification bodies, representative sampling of lead verifiers,
representative sampling of offset project types, and representative
sampling of offset projects by size.
The Offset Project Registry must provide an annual report to ARB by
January 31 for its previous year’s audit program of offset projects
developed using Compliance Offset Protocols that includes:
(A) Alist of all offset projects audited,;

(B) Locations of all offset projects audited;
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(9)

(h)

(i)

()

(C) Verification bodies associated with each offset project and
names of offset verification team members;

(D) Dates of site visits;

(E) Offset Project Registry staff that conducted the audit; and

(F)  Audit findings as required in section 95987(e)(1)(D) through (F).
The Offset Project Registry must review each detailed verification report
provided in section 95977.1(b)(3)(R)(4.)(a.) for completeness and
accuracy and to ensure it meets the requirements of section
95977.1(b)(3)(R)(4.)(a.) before accepting the associated Offset
Verification Statement for the Offset Project Data Report and issuing
registry offset credits.
The Offset Project Registry must provide all information in its possession,
custody, or control related to a listed offset project under a Compliance
Offset Protocol within 10 calendar days of request by ARB.
The Offset Project Registry must make its staff and all information related
to listed offset projects under Compliance Offset Protocols by the Offset
Project Registry available to ARB during any audits or oversight activities
initiated by ARB to ensure the requirements in section 95987 are being
carried out as required by this article.
The Offset Project Registry must remove or cancel any registry offset
credits issued for an offset project using a Compliance Offset Protocol,
such that the registry offset credits are no longer available for transaction
on the Offset Project Registry system, once notified by ARB that the offset
project is eligible to be issued ARB offset credits.
The Offset Project Registry must provide an annual report by January 31
of the previous year’s offset projects that are listed using a Compliance
Offset Protocol. The report must contain the name of the offset project,
type of offset project and applicable Compliance Offset Protocol, name of
Offset Project Operator or Authorized Project Designee, location of offset
project, status of offset project, associated verification body, crediting

period, amount of any registry offset credits issued to date, amount of any
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registry offset credits retired or cancelled for the offset project by the
Offset Project Registry to date.

(k) The Offset Project Registry may choose to offer insurance or other
products to cover the risk of invalidation of ARB offset credits, but
purchase or use of the insurance or other invalidation risk mechanisms will
be optional for all entities involved with registry offset credits and ARB
offset credit transactions.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,

Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

§ 95988. Record Retention Requirements for Offset Project Registries.

All information submitted, and correspondence related to, listed offset projects
under Compliance Offset Protocols by the Offset Project Registry must be
maintained by the Offset Project Registry for a minimum of 15 years.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,

Health and Safety Code.
Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety Code.

Subarticle 14: Recognition of Compliance Instruments from Other
Programs

§ 95990. Recognition of Early Action Offset Credits.

(@) Approval of Early Action Offset Programs. To qualify as an Early Action
Offset Program, either the Executive Officer shall issue an Executive
Order pursuant to section 95986(k) or the program must demonstrate to
ARB that it meets the following requirements:
(1)  The program must provide documentation that it carries at least one
million U.S. dollars of professional liability insurance.
(2)  The program must have the following capabilities for registration and
tracking of offset credits:

(A)  Avregistration requirement for all registry participants;
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(B) A system for tracking ownership and transactions of all early
action offset credits it issues under the quantification
methodologies listed pursuant to section 95990(c)(5) at all
times; and

(C) A permanent repository of ownership information on all
transactions involving all early action offset credits that have
been or will be issued for any early action offset project until
they are retired or cancelled.

The program’s primary business (or that of the designated subdivision,

if the Early Action Offset Program applicant designates a subdivision to

provide services as an Early Action Offset Program pursuant to this
section) is operating a registry for issuing offset credits for voluntary or
regulatory purposes and must meet the following business
requirements:

(A)  The Early Action Offset Program may not act as an Offset
Project Operator, Authorized Project Designee, or offset project
consultant for early action offset projects registered on its own
registry system and developed under protocols approved
pursuant 95990(c)(5). The Early Action Offset Program
applicant may act as an offset project consultant for early action
offset projects as long as these are registered with an Early
Action Offset Program or an Offset Project Registry unaffiliated
with the applicant;

(B) The applicant may not act as a verification body and provide
offset verification services pursuant to section 95990(f);

(C) If the applicant designates a subdivision of its organization to
provide registry services, the applicant may not be an Offset
Project Operator or Authorized Project Designee for offset
projects listed at the subdivision’s registry, act as a verification

body, or be a covered entity or opt-in covered entity; and
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()

(4)

(5)

(6)

(1)
(2)

(D) The applicant’s primary incorporation or other business
information and primary place of business, or the primary place
of business of the designated subdivision, if the applicant
designates a subdivision to be an Early Action Offset Program
pursuant to this section, must be in the United States of
America.

The program must agree to submit to ARB the original documentation

submitted by an Offset Project Operator or Authorized Project

Designee or third-party verifier regarding the early action offset project,

including registration documentation, sampling plans, and Early Action

Verification Reports.

The program must agree to retire, and not allow for further use, any

early action offset credits it issues when retired or used in any

voluntary or regulatory program, including when ARB requests

retirement for ARB offset credit issuance pursuant to section 95990(i).

An authorized representative of the Early Action Offset Program must

attest in writing, to ARB, as follows:

“I certify under penalty of perjury under the laws of the State of

California the information provided in demonstrating this program

meets the requirements in section 95990(a) and is true, accurate, and

complete.”

ARB shall accept early action offset credits from early action offset
projects registered with Early Action Offset Programs approved pursuant
to section 95990(a), if the early action offset credits meet the criteria set
forth in this section.

Criteria for Approval of Early Action Offset Credits Issued by Early Action
Offset Programs. An early action offset credit may be issued an ARB
offset credit pursuant to section 95990(i) if the early action offset credit

results from a GHG reduction or GHG removal enhancement which:

Occurred between January 1, 2005 and December 31, 2014;
Is verified pursuant to section 95990(f);
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3) Results from an early action offset project that is listed or registered
with an Early Action Offset Program prior to Janruary-1,-2034:the

following:
(A) Early action offset projects developed under any of the offset

quantification methodologies in sections 95990(c)(5)(A) through

(D) must be listed prior to January 1, 2014

(B) Early action offset projects developed under any of the offset

quantification methodologies in section 95990(c)(5)(E) must be

listed prior to January 1, 2015.

4) Results from an early action offset project located in the United States;
and
5) Results from the use of one of the following offset quantification
methodologies and relied on the most recent version thereof at the
time of offset project submittal:
(A)  Climate Action Reserve U.S. Livestock Project Protocol versions
1.0 through 3.0;
(B) Climate Action Reserve Urban Forest Project Protocol versions
1.0 through 1.1;
(C) Climate Action Reserve U.S. Ozone Depleting Substances
Project Protocol version 1.0; and
(D) Climate Action Reserve Forest Project Protocol versions 2.1
and 3.0 through 3.2, if the early action offset project contributes
early action offset credits into a buffer account based on its
reversal risk calculated according to the Compliance Offset
Protocol U.S. Forest Projects, October 20, 2011.

(E) Placeholder for potential new early action guantification

methodologies to be determined (Rice Cultivation or Mine

Methane Capture Projects).

(d)  The following parties must register with ARB pursuant to section 95830

before ARB offset credits may be issued pursuant to section 95990(i):
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(1)

(2)

3)

(1)

The Offset Project Operator or Authorized Project Designee for a forest
or urban forest early action offset project that does not transition to a
Compliance Offset Protocol pursuant to section 95990(k); and
The Offset Project Operator or Authorized Project Designee for the
following early action offset projects, except as provided in section
95990(d)(3):
(A)  Aforest or urban forest early action offset project that transitions
to a Compliance Offset Protocol pursuant to section 95990(k);
(B)  An early action offset project developed under one of the
protocols identified in section 95990(c)(5)(A) and (C).
If the Offset Project Operator or Authorized Project Designees
identified in section 95990(d)(2) do not register with ARB or list the
early action offset project pursuant to section 95990(e), the holder of
early action offset credits may register with ARB and seek issuance of
ARB offset credits pursuant to section 95990(i), as long as the holder
lists the early action offset project pursuant to section 95990(e) and
provides ARB with the attestations required pursuant to section
95990(h)(6).

Listing of Early Action Offset Projects. Before ARB can evaluate conflict

of interest and any verification related information submitted pursuant to

section 95990(f), and issue ARB offset credits pursuant to section

95990(i):

The following parties must submit the information listed in section

95990(e)(2) to ARB:

(A)  The Offset Project Operator or Authorized Project Designee for
a forest or urban forest early action offset project that does not
transition to a Compliance Offset Protocol pursuant to section
95990(k); and

(B) The Offset Project Operator or Authorized Project Designee for
the following early action offset projects, except as provided in
section 95990(e)(1)(C);
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(2)

(©

|~

N

A forest or urban forest early action offset project that

transitions to a Compliance Offset Protocol pursuant to

section 95990(k);

An early action offset project developed under one of the

protocols identified in section 95990(c)(5)(A) and (C).
If the Offset Project Operator or Authorized Project Designees
identified in section 95990(e)(1)(B) do not register with ARB
pursuant to section 95990(d) or list the early action offset
project, the holder of early action offset credits may list the early
action offset credit by submitting the information listed in section
95990(e)(2) and seek issuance of ARB offset credits pursuant to
section 95990(i), as long as the_following conditions are met:

The holder registers with ARB pursuant to section 95990(d)

and provides ARB with the attestations required pursuant to
section 95990(h)(6); and

The holder has made at least one written request to the

Offset Project Operator or Authorized Project Designee

confirming that the Offset Project Operator or Authorized

Project Designee will not list the applicable early action

reporting periods for the early action offset project, and has

provided proof of this request, and response, or at least 30

days has passed since the request to ARB.

The parties identified in section 95990(e)(1) must submit the following

information to ARB:

(A)
(B)
(©)

(D)

Early action offset project name;

Early action offset project location;

Offset Project Operator, or if applicable, the Authorized Project
Designee;

Name and date of protocol used by the early action offset

project, including, if applicable, a version number;
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(f)

(43)

(E)

(F)

Date of early action offset project listing or registration date and
Offset Project Commencement Date; and

The name of any verification bodies associated with the early
action offset project_under the Early Action Offset Program.

For early action offset projects developed under the Climate

Action Reserve U.S. Ozone Depleting Substances Project

Protocol version 1.0, each Reporting Period, and/or destruction

event may be considered an independent project.

The parties identified in section 95990(e)(1) may submit one or more

early action reporting period(s) for the early action offset project for

listing. The parties are not required to list all early action reporting

periods associated with the early action offset project.

The Early Action Offset Program must make the following information

available on a publicly available website and clearly indicate which

early action offset projects and OffsetProject DataReport-yearsearly

action reporting periods qualify for early action under this article:

(A)
(B)
(©)
(D)
(E)

(F)

Early action offset project name;

Early action offset project location;

Offset Project Operator, or if applicable, the Authorized Project
Designee;

Name and date of protocol used by the early action offset
project, including, if applicable, a version number;

Date of early action offset project listing or registration date and
Offset Project Commencement Date; and

The name of any verification bodies associated with the early

action offset project.

Regulatory Verification of Early Action Offset Credits. Any early action

offset credit issued by an Early Action Offset Program must be verified

under the following requirements before being issued an ARB offset credit

pursuant to section 95990(i):
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(1)

(2)

3)

The project must be verified by an ARB-accredited verification body
that meets the accreditation requirements in section 95978. The
verification body performing regulatory verification pursuant to this
section must be different than anythe verification body that conducted
offset verification services for the early action offset project under the

Early Action Offset Program._The offset verification team must include

an offset project specific verifier for the applicable offset project type.

Conflict of interest must be assessed against parties identified
pursuant to section 95990(g) and the conflict of interest assessment
must meet the requirements of section 95979.

A verification body must conduct a desk review for each OffsetProject
Data-Reportyearearly action reporting period eligible and applicable
pursuant to section 95990(c)(1) for each early action offset project that

generates early action offset credits under the quantification

methodologies listed in section 95990(c)(5), unless the Offset Project

Operator or Authorized Project Designee follows the provisions in

section 95990(f)(3)(G). The desk review of all early action reporting
periodsOfiset-Project-Data-Repeortsforyears eligible and applicable

pursuant to section 95990(c)(1) for each early action offset project may

be applied as one single desk review. A desk review pursuant to

section 95990(f)(3) may only be conducted once for each early action

reporting period. The desk review must include the following:

(A) Review of the early action offset project original documentation,
including the Early Action Verification Reports and Offset
Verification Statements submitted to the Early Action Offset
Program, to ensure that the previously provided offset
verification services were sufficient to render a reasonable
assurance to support the issuance of early action offset credits

by the Early Action Offset Program;
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(B)

(©)

(D)

(E)

Review and recalculation of the data checks conducted by the

originaleffset-verification body for the Early Action Offset
Program to ensure they were calculated correctly;

If the verification body concludes with reasonable assurance
that they concur that a positive verification statement should
have been issued based on the Early Action Verification Report
and the Offset Verification Statement submitted to the Early
Action Offset Program for the applicable OffsetProject Data
Reportyearearly action reporting period, the verification body
must submit the attestation in section 95990(f)(3)(D) to ARB,

and provide ARB with a report detailing the findings of the desk

review. The Offset Project Operator, Authorized Project

Designee, or holder(s) if applicable, must submit the related

early action reporting periods for the early action offset project

for listing pursuant to section 95990(e) prior to the verification

body submitting the attestation or any findings pursuant to
section 95990(k).

The verification body must attest, in writing, to ARB as follows:

“I certify under penalty of perjury under the laws of the State of
California that | have conducted a desk review in accordance
with the requirements of section 95990(f)(3) and concur with the
issuance of a positive verification statement based on the Early
Action Verification Report and Offset Verification Statement that
was submitted to the Early Action Offset Program for the

applicable OffsetProjectData-Reportyearearly action reporting

period.”
For each early action offset project the Offset Project Operator

or Authorized Project Designee or the Early Action Offset
Program must provide the Early Action Verification Report(s) for

all yearsearly action reporting periods eligible and applicable
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(4)

(5)

(6)

pursuant to section 95990(c)(1) to the offset verification team to

assist in offset verification services and desk review.

(F)  ARB will review the desk review findings submitted by the desk
review verification body and determine whether to accept or

reject the findings. ARB will notify the verification body of its

determination. If ARB does not agree with a positive desk

review finding, ARB will request that the reporting information

provided by the Offset Project Operator or Authorized Project

Designee to the original verification body be subiject to full offset

verification services pursuant to section 95990(f)(6).

(G) Ifthe desk review verification body is unable to obtain the

original verification body’'s data checks calculations or

information used by the original verification body required to be
reviewed pursuant to section 95990(f)(3)(A) or (B), the Offset

Project Operator, Authorized Project Designee, or holder(s), if

applicable, may opt out of the desk review and conduct full

offset verification services pursuant to section 95990(f)(6).

If during the desk review performed pursuant to section 95990(f)(3) the
verification body cannot conclude with reasonable assurance that a
positive verification statement should have been issued based on the
Early Action Verification Report and the Offset Verification Statement
submitted to the Early Action Offset Program for the applicable Offset
ProjectData-Report-yearearly action reporting period then the

verification body must prepare a report for ARB and explain the

reasons for this conclusion.

ARB will review the information submitted by the verification body
pursuant to section 95990(f)(4) and may request additional information
from, and consult with, the Early Action Offset Program or the
verification body as necessary.

If ARB finds that the OffsetProjectData-RepoertGHG reductions or

removal enhancements reported to the Early Action Offset Program for
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a given early action reporting period should not have been issued a

positive verification statement after reviewing the information
submitted ir-seetion-95990(H(5)by the desk review verification body,
the OffsetProject Data-Repertreporting information provided by the

Offset Project Operator or Authorized Project Designee to the original

verification body must be verified and full offset verification services

pursuant to sections 95977.1 and any additional verification
requirements in the applicable protocol identified in section 95990(c)

must be conducted. The Offset Project Operator, Authorized Project

Designee, or holder(s), if applicable, may determine to not move

forward with the full offset verification services and the early action

offset credits would no longer be eligible to transition to ARB offset

credits. If the Offset Project Operator, Authorized Project Designee, or

holder(s), if applicable, determine to move forward with the full offset

verification services, t¥he Ooffset verification services for each Offset

ProjectData-Report-yearearly action reporting period may be done by

the same verification body that performed the desk review and may be

applied as one single offset verification service and meet the following

requirements:

(A) If the early action offset project is still in operation, the
verification body must conduct a site visit as required in section
95977.1(b)(3)(D).

(B) If the early action offset project is no longer in operation, the
verification body must conduct a desk review of the original
documentation to confirm any previous verification findings
related to the types of offset verification services required in
section 95977.1(b)(3)(D).

(C)  The sampling plan in section 95977.1(b)(3)(G) must cover all
serialized early action offset credits issued to the early action
offset project for all years eligible and applicable pursuant to
section 95990(c)(1);
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(7)

(D) The data checks in section 95977.1(b)(3)(L) must include
checks across the sources identified in the sampling plan,
covering all serialized early action offset credits issued to the
early action offset project for all years eligible and applicable
pursuant to section 95990(c)(1); and

(E)  The verification body must submit an Offset Verification
Statement pursuant to section 95977.1(b)(3)(R) to ARB
covering all serialized early action offset credits issued to the

early action offset project for all yearsearly action reporting

periods eligible and applicable pursuant to section 95990(c)(1).
For non-forestry offset projects, the verification body may submit
a Positive, Qualified Positive, or Adverse Offset Verification
Statement. Forestry Offset projects may only receive a Positive
or Adverse Offset Verification Statement.
Once ARB offset credits have been issued for an-Offset Project Data
Repeortan early action reporting period pursuant to section 95990(i)

subsequent offset verification services provided for additional Offset
ProjectData-Repeortsearly action reporting periods for the same early
action offset project will not trigger a desk review of those Offset
Project-Data-Reportsearly action reporting periods for which ARB
offset credits have already been issued pursuant to section 95990(i).
Conflict of Interest Requirements for Early Action. For each Eatly-Action
Verification-Reportearly action reporting period for which-that a verification
body reviewsprovides requlatory verification pursuant to section 95990(f),

the verification body must assess conflict of interest according to the
following requirements against each party identified in section
95990(g)(2). The conflict of interest assessment for each Early-Action
Verification-Repottearly action reporting period must be submitted to ARB

before ARB issues an ARB offset credit pursuant to section 95990(i).

Conflict of interest self-evaluations for multiple early action reporting

periods for one early action offset project may be combined into one
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(1)

(2)

(h)

(1)

(2)

®3)

evaluation. The Offset Project Operator, Authorized Project Designee, or

holder(s), if applicable, must submit the related early action reporting

periods for the early action offset project for listing pursuant to section

95990(e), and the listing must be approved, prior to the verification body

submitting the conflict of interest assessment pursuant to this section.

The verification body is subject to the conflict of interest requirements

in section 95979.

The conflict of interest requirements in section 95979 must be

assessed against the following parties at the time that offset

verification services are conducted pursuant to section 95990(f):

(A)  The Offset Project Operator erand Authorized Project Designee
or holder(s), if applicable, for the project; and

(B)  Any party that holds greater than 30 percent of the early action

offset credits issued to an early action offset project for each

individual Early-Action-\erification-Repertearly action reporting

period reviewed as part of offset verification services conducted

pursuant to section 95990(f).

Issuance of ARB Offset Credits for Early Action. ARB will issue ARB
offset credits pursuant to section 95990(i) for early action if the following
requirements are met:

The early action offset credits meet the requirements of section

95990(c);

The GHG reduction or GHG removal enhancement occurred by

December 31, 2014;

The GHG reduction or GHG removal enhancement was determined to

meet the requirements for regulatory verification pursuant to section

95990(f)_and verification under the Early Action Offset Program was

completed with the submittal of an Offset Verification Statement to an
Early Action Offset Program by September 30, 2015 for GHG

reductions or removal enhancements eligible to be issued ARB offset

credits;
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(4)  The early action offset project has been listed pursuant to section
95990(e); and

(5) The following parties must submit the attestations listed in section
95990(h)(6) to ARB:

(A)

(B)

(®)

The Offset Project Operator or Authorized Project Designee for
a forest or urban forest early action offset project that does not
transition to a Compliance Offset Protocol pursuant to section
95990(k); and
The Offset Project Operator or Authorized Project Designee for
the following early action offset projects, except as provided in
section 95990(h)(5)(C):
A forest or urban forest early action offset project that
transitions to a Compliance Offset Protocol pursuant to
section 95990(Kk);
An early action offset project developed under one of the
protocols identified in section 95990(c)(5)(A) and (C).
If the Offset Project Operator or Authorized Project Designees
identified in section 95990(h)(5)(B) do not register with ARB
pursuant to section 95990(d) and list the early action offset
project pursuant to section 95990(e), the holder of early action
offset credits may seek issuance of ARB offset credits pursuant
to section 95990(i), as long as the holder provides ARB the
attestations required pursuant to section 95990(h)(6).

(6)  The parties identified in section 95990(h)(5) must submit the following

information to ARB:

(A)

Attest, in writing, to ARB as follows:

“I certify under penalty of perjury under the laws of the State of
California the GHG reductions and GHG removal
enhancements for [project] from [date] to [date] have been

measured in accordance with the [appropriate Early Action

363



(7)

(1)

(B)

(©

Offset Program offset protocol] and all information required to
be submitted to ARB is true, accurate, and complete;.”;

Attest, in writing, to ARB as follows:

“I understand | am voluntarily participating in the California
Greenhouse Gas Cap-and-Trade Program under title 17, article
5, and by doing so, | am now subiject to all regulatory
requirements and enforcement mechanisms of this program and
subject myself to the jurisdiction of California as the exclusive
venue to resolve any and all disputes;.”; and

Attest in writing to ARB as follows:

“I understand that the offset project activity and the
implementation of the offset project must be in accordance with
all applicable local, regional, and national environmental and
health and safety regulations that apply based on the offset
project location. | understand that offset projects are not eligible
to receive ARB offset credits for GHG reductions or GHG
removal enhancements that are not in compliance with the

requirements of this Article.”

An ARB offset credit may not be issued for an early action offset credit
that has been retired, canceled, used to meet a surrender obligation,

used to meet a voluntary commitment, or used to meet any GHG

mitigation requirements in any voluntary or regulatory system.

(A)

Process for Issuance of ARB Offset Credits for Purposes of Early Action.
ARB will issue an ARB offset credit that meets the requirements of section
95990(h) in the amount calculated pursuant to section 95990(i)(1) :

ARB offset credits will be issued according to the following schedule:

One ARB offset credit will be issued for one early action offset
credit generated under Climate Action Reserve Urban Forest

Project Protocol versions 1.0 through 1.1;
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(B)

(©)

(D)

One ARB offset credit will be issued for one early action offset
credit generated under Climate Action Reserve U.S. Ozone
Depleting Substances Project Protocol version 1.0;
One ARB offset credit will be issued for one early action offset
credit generated under Climate Action Reserve U.S. Livestock
Project Protocol versions 1.0 through 3.0; and
ARB offset credits will be issued for early action offset credits
generated under Climate Action Reserve Forest Project
Protocol version 2.1 and versions 3.0 through 3.2, pursuant to
the following:
If any ARB offset credits are being issued to an early action
forest offset project pursuant to this section, ARB will notify

the Early Action Offset Program_of the quantity of early

action offset credits that must be removed or

canceledtransfer all-of-the-early-action-offsetcredits-in from

its buffer account for forest projects for that project te-ARB

by-remeoving-the-early-action-offset-eredits;-such that they are

no longer available on the Early Action Offset Program’s

system.

The early action offset credits being removed or

|

canceled from the Early Action Offset Program'’s

buffer account for forest projects must meet the

criteria of this section. Early action offset credits that

do not meet the criteria of this section may not be

used to meet these buffer account requirements.
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If ARB offset credits, that were placed in the ARB

Forest Buffer Account as a result of any early action

offset credits which were removed or canceled from

the Early Action Offset Program’s buffer account for

forest projects, for purposes of transitioning early

action offset credits to ARB offset credits for the

following reasons, the ARB offset credits will be

removed or canceled from the ARB Forest Buffer

Account so that they may be transferred permanently

to the Early Action Offset Program’s buffer account for

forest offset projects:

i The early action offset credits did not meet the

criteria in section 95990(c); and

ii. The early action offset credits removed from

the Early Action Offset Program’s buffer

account for forest projects were removed in

excess of the amount of early action offset

credits required by this section; and
b . il I | e |
I ” il onlyd o |
in : . o
. )Tl . " be abl
s 4 ot , ”
A specified number of the issued ARB offset credits must be
placed in the Forest Buffer Account inthe-ameount

I ned by il . ific risk rai leulation.i
20,2011 for each Offset-ProjectData-Repeortyearearly

action reporting period eligible and applicable pursuant to

section 95990(c)(1)_using the following equation:-

366



ARBpyffer = ARBgeye X Max[RRg40p, RRcop]

Where:

“ARBgufier” is the number of ARB offset credits issued for the

early action reporting period to be placed in the ARB Forest

Buffer Account;

“ARBssue” is the total number of ARB offset credits issued by

ARB into the Issuance Account, including the ARB offset

credits to be placed into the Forest Buffer Account, for

transitioning the early action offset credits requested by the

Offset Project Operator, Authorized Project Designee, or

holder(s) for an early action reporting period as calculated in
sections 95990())(1)(D)(3.)(a), (b.) or (c.) below, as

applicable;

“Max” is the larger of the two values [RReaop, RRcor];

“RReaop” is the reversal risk rating percentage applied by the

Early Action Offset Program to calculate the number of early

action offset credits placed in the Early Action Offset

Program'’s buffer account for forest projects at the time of

early action offset credit issuance by the Early Action Offset

Program for an early action reporting period; and

“‘RRcop” is the reversal risk rating percentage that must be

applied to an early action forest offset project pursuant to the

project-specific reversal risk rating calculation in Compliance
Offset Protocol U.S. Forest Projects, October 20, 2011 for an

early action reporting period.

367



ARB will calculate the reversal risk rating percentage

|

for RRcop_for the early action reporting period for the

early action offset project according to the

requirements in the Compliance Offset Protocol U.S.
Forest Projects, October 20, 2011.

When calculating the reversal risk rating percentage

|=

using the Compliance Offset Protocol U.S. Forest
Projects, October 20, 2011, ARB will use the

maximum value for each risk cateqgory unless the

original early action verification included a review of

the criteria and verification of the requirements for

calculating the risk category.

Qualified Conservation Easements cannot be

[©

retroactively applied to the reversal risk rating

percentage calculations for the purposes of early

action only.
1l . . horized . .
. i I | . ” .
. " e ¥ Kingi :

offset credits for an Offset Project Data Report year ARB will
determine the number of ARB offset credits that wilmay be

issued to the Offset Project Operator,-er Authorized Project

Designee, or holder(s), if applicable, for each early action

reporting period for which ARB offset credits are issued as

follows:

a. If the following condition applies, and no early action

offset credits have yet been canceled or retired from

the Early Action Offset Program’s buffer account for

forest projects for the early action reporting period,

then ARB will issue one ARB offset credit for each
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early action offset credit_that meets the requirements

of this section for which the Offset Project Operator,

Authorized Project Designee, or holder(s), if

applicable, are seeking issuance of ARB offset

credits, plus an amount of ARB offset credits equal to

the associated credits transferring over from the Early

Action Offset Program’s buffer account for forest

projects, for an early action reporting period:

If: RRgaop = RRcop

ARB
Then : ARB,goye = %
EAO g ror = EAOC e Ry

Where:
“ARBssue is the total number of ARB offset credits

issued by ARB into the Issuance Account, including

the ARB offset credits to be placed into the Forest

Buffer Account, for transitioning the early action offset

credits requested by the Offset Project Operator,

Authorized Project Designee, or holder(s) for an early

action reporting period, based on the amount of ARB

offset credits for which the party is seeking issuance;

“ARBrequest 1S the number of early action offset

credits that meet the requirements of this section for

which the Offset Project Operator, Authorized Project

Designee, or holder(s), if applicable, are seeking

issuance of ARB offset credits for an early action

reporting period;
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“RReaop” IS the risk-reversal rating percentage

applied by the Early Action Offset Program to

calculate the number of early action offset credits that

were placed into the Early Action’s buffer account for

forest projects at the time of early action offset credit

issuance by the Early Action Offset Program for each

early action reporting period; and

heable Off . ;

“RRcop” is the reversal risk rating percentage that

must be applied ferto the early action forest offset
project pursuant to the project-specific reversal risk
rating calculation in Compliance Offset Protocol U.S.

Forest Projects, October 20, 2011 for an early action

reporting period.:

The Early Action Offset Program must retire or

cancel early action offset credits from its buffer

account for forest projects for the early action

reporting period equal to the following:
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EAOPBufferRetire = ARBs5ye X RRgpop

Where:

“EAOP usferretire 1S the number of early action

offset credits the Early Action Offset Program

will retire from its buffer account for forest

projects for the early action reporting period;

“ARBssue” IS the total number of ARB offset

credits issued by ARB into the Issuance

Account, including the ARB offset credits to be

placed into the Forest Buffer Account, for

transitioning the early action offset credits

requested by the Offset Project Operator,

Authorized Project Designee, or holder(s) for

an early action reporting period as calculated in
section 95990(i)(1)(D)3.a. above; and

“RReaop” IS the risk-reversal rating percentage

applied by the Early Action Offset Program to

calculate the number of early action offset

credits that were placed into the Early Action’s

buffer account for forest projects at the time of

early action offset credit issuance by the Early

Action Offset Program for each early action

reporting period.

ARB will place ARB offset credits into the

Holding Account of the Offset Project Operator,

Authorized Project Designee, or holder(s), if
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applicable, according to the following for each

early action reporting period:
ARBLInlrh"ng = ARBICC'”D —_ ARBD‘nf}FDv

Where:
“ARB Howding 1S the number of ARB offset credits

to be placed into the Holding Account of the

Offset Project Operator, Authorized Project

Designee, or holder(s) if applicable, seeking

issuance of ARB offset credits for an early

action reporting period;

“ARBssue is the total number of ARB offset

credits issued by ARB into the Issuance

Account, including the ARB offset credits to be

placed into the Forest Buffer Account, for

transitioning the early action offset credits

requested by the Offset Project Operator,

Authorized Project Designee, or holder(s) for

an early action reporting period as calculated in
section 95990(i)(1)(D)3.a. above; and

“ARBguter” IS the number of ARB Offset Credits
issued for the early action reporting period to

be placed in the ARB Forest Buffer Account as
calculated in 95990(i)(1)(D)2. above.

If the amount of early action offset credits being
transterred-to-ARB-from-the Early Action Offset

Program’s bufferaccountforforestprojectsreversal

risk rating percentage is less than the reversal risk
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rating calculated using the Compliance Offset
Protocol U.S. Forest Projects, October 20, 2011, and
no early action offset credits have yet been canceled

or retired from the Early Action Offset Program’s

buffer account for forest projects for the early action

reporting period, the following equation will
determinedeesnotcover the number of ARB offset

credits to be placed-in-the-Forest Buffer-Account

issued for each early action reporting period-the
followi lies:
%%WQE%'Q'%W@R‘R‘GQI

If: RRpspp < RR-pp

ARB Request

Then : ARB’CC"ID = =
(I = RKgq0p)

Where:
“ARB ssue” 1S the total number of ARB offset
credits thatwillbe issued by ARB into the Issuance

Account, including the ARB offset credits to be placed

into the Forest Buffer Account, for transitioning the

early action offset credits requested by-te the Offset

Project Operator,-er Authorized Project Designee, or

holder(s) for the-applicable-Offset Project Data
Repeortan early action reporting period, based on the

amount of ARB offset credits for which the party is

seeking issuance;

“ARBrequest 1S the number of early action offset

credits that meet the requirements of this section for
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which the Offset Project Operator, Authorized Project

Designee, or holder(s), if applicable, are seeking

issuance of ARB offset credits for an early action

reporting period;
s 1 I ) : .
Y hich_t , ) ;
horized ) . ) King.i :

icable Off . ;

“RReaop” IS the risk-reversal rating percentage

applied by the Early Action Offset Program to

calculate the number of early action offset credits that

were placed into the Early Action Offset Program’s

buffer account for forest projects at the time of early

action offset credit issuance by the Early Action Offset

Program for each early action reporting period; and

“RRcop” is the reversal risk rating percentage that

must be applied ferto the early action forest offset
project pursuant to the project-specific reversal risk
rating calculation in Compliance Offset Protocol U.S.
Forest Projects, October 20, 2011 for an early action

reporting period.:
lite in 4 | . ” ' bt
or § ) I I .
: ) m I bei : |
for leabl e . ;
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The Early Action Offset Program must retire or

cancel early action offset credits from its buffer

account for forest projects for the early action

reporting period equal to the following:

EAOPBuf_f_g,:Rgt,-xg = ARBsspe X RRE40p
Where:

“EAOP guserretire. 1S the number of early action

offset credits the Early Action Offset Program

will retire from its buffer account for forest

projects for an early action reporting period:;

“ARBssue” IS the total number of ARB offset

credits issued by ARB into the Issuance

Account, including the ARB offset credits to be

placed into the Forest Buffer Account, for

transitioning the early action offset credits

requested by the Offset Project Operator,

Authorized Project Designee, or holder(s) for

an early action reporting period as calculated in
section 95990(i)(1)(D)3.b. above:; and

“RReaop” is the risk-reversal rating percentage

applied by the Early Action Offset Program to

calculate the number of early action offset

credits that were placed into the Early Action’s

buffer account for forest projects at the time of

early action offset credit issuance by the Early

Action Offset Program for an early action

reporting period.

375



ARB will place ARB offset credits into the

Holding Account of the Offset Project Operator,

Authorized Project Designee, or holder(s), if

applicable, according to the following, for each

early action reporting period:

ARBHgldmg = ARBsoe — ARBBuf_f_gx
Where:

“ARB Howding 1S the number of ARB offset credits

to be placed into the Holding Account of the

Offset Project Operator, Authorized Project

Designee, or holder(s) if applicable, seeking

issuance of ARB offset credits for an early

action reporting period:;

“ARBssue iS the total number of ARB offset

credits issued by ARB into the Issuance

Account, including the ARB offset credits to be

placed into the Forest Buffer Account, for

transitioning the early action offset credits

requested by the Offset Project Operator,

Authorized Project Designee, or holder(s) for

an early action reporting period as calculated in
section 95990(i)(1)(D)3.b. above:; and

“ARBgusier” IS the number of ARB Offset Credits

issued for the early action reporting period to

be placed in the ARB Forest Buffer Account as
calculated in 95990(i)(1)(D)2. above.
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If early action offset credits have already been

canceled or removed from the Early Action Offset

Program'’s buffer account for forest projects for an

early action reporting period due to a reversal or

retirement prior to issuance of ARB offset credits, the

following will apply for any early action reporting

period regardless of ARB'’s or the Early Action Offset

Program'’s reversal risk rating calculation:

i The number of early action offset credits the

Early Action Offset Program must cancel from

its buffer account for forest projects for the

early action reporting period is as follows:

ARBRequest
(1 B RREAOP)
bAUPIssue

EAOPD'”}FfDrDaf'iva = X EAOPP‘)If}FD‘V‘AFf‘!"I’ID

Where:

“EAOP usferretire 1S the number of early action

offset credits the Early Action Offset Program

will retire from its buffer account for forest

projects for an early action reporting period:;

“EAOPssue” is the total number of early action

offset credits that were issued, for the early

action reporting period by the Early Action

Offset Program including early action offset

credits placed in the buffer account for forest

projects;

“ARBrequest 1S the number of early action offset

credits that meet the requirements of this
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section for which the Offset Project Operator,

Authorized Project Designee, or holder(s), if

applicable, are seeking issuance of ARB offset

credits for the early action reporting period:;

“RReaop” IS the risk-reversal rating percentage

applied by the Early Action Offset Program to

calculate the number of early action offset

credits that were placed into the Early Action’s

buffer account for forest projects at the time of

early action offset credit issuance by the Early

Action Offset Program for an early action

reporting period; and

“EAOP guseractive. 1S the number of active early

action offset credits remaining in the Early

Action Offset Program buffer account for forest

projects for the early action reporting period

after the reversal or retirement.

The number of early action offset credits ARB

will issue is as follows:

ARBisope = ARBquugst + EAOPB“,E,gg;,:mm-;,“z
Where:

“ARBssue” IS the total number of ARB offset
credits issued by ARB into the Issuance

Account, including the ARB offset credits to be

placed into the Forest Buffer Account, for

transitioning the early action offset credits

reqguested by the Offset Project Operator,
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Authorized Project Designee, or holder(s) for

an early action reporting period;

“ARBrequest 1S the number of early action offset

credits that meet the requirements of this

section for which the Offset Project Operator,

Authorized Project Designee, or holder(s), if

applicable, are seeking issuance of ARB offset

credits for each early action reporting period;

and

“EAOP guterretire 1S the number of early action

offset credits the Early Action Offset Program

will retire from its buffer account for forest

projects for an early action reporting period, as

calculated pursuant to section
95990(i)(1)(D)3.c.i. above;

ARB will place ARB offset credits into the

Holding Account of the Offset Project Operator,

Authorized Project Designee, or holder(s), if

applicable, according to the following for each

early action reporting period:
ARBLInlrh"ng = ARBICC'”D —_ ARBD‘nf}FDv

Where:
“ARB Howding 1S the number of ARB offset credits

to be placed in the Holding Account of the

Offset Project Operator, Authorized Project

Designee, or holder(s) if applicable, seeking
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issuance of ARB offset credits for an early

action reporting period;

“ARBssue iS the total number of ARB offset

credits issued by ARB into the Issuance

Account, including the ARB offset credits to be

placed into the Forest Buffer Account, for

transitioning the early action offset credits

requested by the Offset Project Operator,

Authorized Project Designee, or holder(s), for

an early action reporting period as calculated in
section 95990(i)(1)(D)3.c.ii. above; and

“ARBgufier” IS the number of ARB Offset Credits

issued for the early action reporting period to

be placed in the ARB Forest Buffer Account as
calculated in 95990(i)(1)(D)2. above.

|

Following an ARB request seeking the retirement or

cancellation of early action offset credits from an Early

Action Offset Program’s buffer account for forest

projects, ARB may request proof from an Early Action

Offset Program that it has retired early action offset

credits from its buffer account for forest offset

projects. The Early Action Program must provide

proof to ARB of its retirement of these early action

offset credits from its buffer account for forest projects

within 10 calendar days of a request by ARB.

| t the holder of carvaction off ; . r
| e sction off . : n
(o). provides one listed | .

380



381



382



(E)

If there is an unintentional reversal for any early action forest
offset project, even after it transitions to ARB’s Compliance
Offset Protocol U.S. Forest Projects, October 20, 2011, the
provisions in section 95983(b) and (d) apply.
If there is an intentional reversal for any early action forest
offset project, even after it transitions to ARB’s Compliance
Offset Protocol U.S. Forest Projects, October 20, 2011, the
provisions in section 95983(c) and (d) apply.
If an early action offset project is issued ARB offset credits
pursuant to section 95990(i)(1)(D) and transitions from Climate
Action Reserve Forest Project Protocol version 2.1 to
Compliance Offset Protocol U.S. Forest Projects, October 20,
2011 pursuant to section 95990(k) the early action offset project
may calculate its project baseline pursuant to section
95990(k)(1)(D) and use the following method to determine if it
could qualify for additional early action offset credits:
Based on the project baseline calculated in section
95990(k)(1)(D), the early action offset project must calculate
and sum the net GHG emission reductions and GHG
removal enhancements it achieves following all the

provisions of the Compliance Offset Protocol U.S. Forest
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Projects, October 20, 2011 and the requirements in this
article, from the date of offset project commencement under
the Early Action Offset Program through the date the early
action offset project applies for transition pursuant to section
95990(K).

2. The early action offset project must subtract the number of
early action offset credits issued by the Early Action Offset
Program for the period from the date of offset project
commencement through the time the early action offset
project applies for transition pursuant to section 95990(k)
from the number of sum determined pursuant to section
95990(i)(E)(1.):

a. If the difference is positive, ARB will issue ARB offset
credits equivalent to the difference at the time of
offset project transition pursuant to section 95990(k)
for the timeframe specified in section
95990(i)(1)(E)(1.) to the Offset Project Operator or

Authorized Project Designee.

b. If the difference is negative, ARB will only issue ARB
offset credits pursuant to section 95990(i)(D)(1.) for
the timeframe specified in section 95990(i)(1)(E)(1.)

3. Section 95990(i)(1)(E) does not apply to holders of early

action offset credits.

(2)  ARB will notify the Early Action Offset Program within 10 calendar days
of ARB’s determination of issuance of ARB offset credits pursuant to
this section.

3) Early action offset credits must be permanently removed or canceled
by the Early Action Offset Program within 10 calendar days of ARB
notification, such that the early action offset credits are no longer
available for transaction on the Early Action Offset Program registry

system.
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(4)

(1)

(2)

Not later than 15 calendar days after ARB issues an ARB offset credit
for purposes of early action, ARB will notify the Offset Project
Operator, Authorized Project Designee, and holder(s) of the original

early action offset credits, if applicable, of the issuance.

Registration and Transfer of ARB Offset Credits for Purposes of Early
Action. An ARB offset credit issued pursuant to section 95990(i) will be
registered by creating a unigue ARB serial number. ARB will transfer the
serial numbers into Holding Accounts as follows within 15 working days of
the notice of issuance pursuant to section 95990(i)(4), unless otherwise
required in section 95990(i)(1)(D):
If the Offset Project Operator or Authorized Project
Designee registered-the-early-action-offset project pursuantto-section
) I | . ” . .
o). i I . .
h)6)_and is.| I , ; .

95990()-was issued additional ARB offset credits pursuant to section
95990(i)(1)(E)(2.)(a.) ARB will transfer the ARB offset credit into the
Holding Account of the Offset Project Operator or Authorized Project

Designee.

95990(i)-For an ARB offset credit issued pursuant to section
95990(i)(1)(A) through (D) ARB will transfer the ARB offset credits into
the Holding Account of the Offset Project Operator, Authorized Project

Designee, or holder(s) of the early action offset credits.
(A) The Offset Project Operator, Authorized Project Designee, or

holder(s) must prove ownership of the original early action offset
credits, including the original serial numbers issued by the Early

Action Offset Program, and submit a request for issuance to
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ARB for the issuance of ARB offset credits, before ARB wiill

transfer the ARB offset credits into the Holding Account. Offset

Project Operators, Authorized Project Designees, and Forest

Owners may also be considered holders if they can prove

ownership of the original early action offset credits.

(B) Before any party is issued ARB offset credits into a Holding

Account, the party must be registered with ARB pursuant to

section 95830 and be approved for a Holding Account.

(C) ARB will make publicly available on its webpage which early

action offset credits qualify to be issued ARB offset credits

based on the early action reporting period in which the early

action offset credits were issued.

(k) Transition of Early Action Offset Projects to the Compliance Program.
(1) Early Action Offset Project Transition to ARB Compliance Offset
Protocols. Early action offset projects must transition to ARB
Compliance Offset Protocols no later than February 28, 2015, by

submitting listing information required pursuant to section 95975 to

ARB or an Offset Project Registry and having that listing approved:

(A)  Early action offset projects using Climate Action Reserve U.S.
Livestock Project Protocol versions 1.0 through 3.0 must use
and meet all the requirements in Compliance Offset Protocol
Livestock Projects, October 20, 2011,

(B) Early action offset projects using Climate Action Reserve Urban
Forest Project Protocol versions 1.0 through 1.1 must use and
meet all the requirements in Compliance Offset Protocol Urban
Forest Projects, October 20, 2011;

(C) Early action offset projects using Climate Action Reserve U.S.
Ozone Depleting Substances Project Protocol version 1.0 must
use and meet all the requirements in Compliance Offset

Protocol Ozone Depleting Substances, October 20, 2011;
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(2)

(D)

(E)

Early action offset projects using Climate Action Reserve Forest
Project Protocol version 2.1 must use and meet all the
requirements in Compliance Offset Protocol U.S. Forest
Projects, October 20, 2011. At the time of transition the early
action offset project must calculate its project baseline
according to all the provisions in Compliance Offset Protocol
U.S. Forest Projects, October 20, 2011 and the requirements in
this article over the period of time from the date of offset project

commencement under the Early Action Offset Program to the
date the early action offset project applies for transition pursuant

to section 95990(k), plus one-hundred years. This project

baseline will remain valid for the duration of the offset project
life. Registry offset credits and ARB offset credits issued for the
first Reporting Period after the early action offset project is listed
pursuant to section 95975 using the Compliance Offset Protocol
U.S. Forest Projects, October 20, 2011, will only be for the
increased carbon stocks beyond what was already issued early
action offset credits in the last year before the early action offset
project transitioned to a Compliance Offset Protocol pursuant to
this section.

Early action offset projects using Climate Action Reserve Forest
Project Protocol versions 3.0 through 3.2 must use Compliance
Offset Protocol U.S. Forest Projects, October 20, 2011 and
subtract from the project baseline any carbon stocks from any
optional pools that are excluded in the Compliance Offset
Protocol beginning with the last reporting period under the Early

Action Offset Program. Decreases will not constitute a reversal.

Crediting Periods for Early Action Offset Projects. When an early

action offset project transitions to a Compliance Offset Protocol

pursuant to section 95990(k)(1), it will begin an initial crediting period.

The initial crediting period will begin with the date that the first verified
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3)

(4)

GHG emission reductions or GHG removal enhancements occur using

a Compliance Offset Protocol approved pursuant to section 95971.

Listing Requirements for Transition of Early Action Offset Projects. At

the time an early action offset project transitions to a Compliance
Offset Protocol pursuant to section 95990(k)(1), the Offset Project

Operator or Authorized Project Designee must:

(A)

(B)
(©

Meet the requirements for offset projects pursuant to section
95973; and

List the offset project pursuant to section 95975.

To transition an early action offset project to the ARB
compliance offset program, the offset project must be listed with
ARB or an Offset Project Registry by February 28, 2015, but
has until September 30, 2015 to complete the verification of
GHG reductions and GHG removal enhancements pursuantto
seection-95990(H under the Early Action Offset Program that
were achieved in 2014. These GHG reductions and GHG

removal enhancements are eligible for early action offset

credits.

After an early action offset project lists with ARB pursuant to section

95990(k)(3), it must meet the following requirements:

(A)

(B)

(©

Monitoring, reporting, and record retention requirements
pursuant to section 95976;

GHG reduction and GHG removal enhancement verification
requirements pursuant to sections 95977 through 95978;

Be issued a registry offset credit pursuant to section 95980.1 or
an ARB offset credit pursuant to section 95981.1 for any GHG

reductions or GHG removal enhancements it achieves.

ARB will not issue ARB offset credits after August 31, 2016 for any

GHG reductions or removal enhancements achieved through 2014 and

issued early action offset credits by an Early Action Offset Program.
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)] An ARB offset credit issued pursuant to section 95990(i) may be

invalidated pursuant to sections 95985(a) through (i) as follows:

(Al)

(82)

(A)

If an Offset Project Operator or Authorized Project Designee registers
and lists the early action offset project pursuant to sections 95990(d)
and (e), and submits the attestations to ARB pursuant to section
95990(h)(6), and was issued offset credits pursuant to section
95990(-and the party identified in section 95985(e)(2) is no longer in
business pursuant to section 95101(h)(2), the provisions in sections
95985(h)(1)(C)(1.) through (3.) and sections 95985(h)(2)(B)(1.) through
(3.) still apply to the Offset Project Operator; or

If the holder of early action offset credits registers and lists the early
action offset project pursuant to sections 95990(d) and (e), and
submits the attestations to ARB pursuant to section 95990(h)(6), and
was issued ARB offset credits pursuant to section 95990(i) and the
party identified in section 95985(e)(2) is no longer in business pursuant
to section 95101(h)(2), the provisions in sections 95985(h)(1)(C)(1.)
through (3.) and sections 95985(h)(2)(B)(1.) through (3.) apply to the
holder that was issued ARB offset credits pursuant to section 95990(i)
and not the Offset Project Operator.

For an early action offset project developed under one of the
guantification methodologies in sections 95990(c)(5)(A), (B), or (D), the

statute of limitations will remain at eight years, unless one of the

following applies and are met to reduce the statute of limitations to

three years:
If an Offset Project Operator or Authorized Project Designee

transitions an early action offset project to a Compliance Offset

Protocol pursuant to section 95990(k):
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|

An ARB-accredited verification body must verify a

subsequent Offset Project Data Report generated under a

Compliance Offset Protocol;

The ARB-accredited verification body must be a different

verification body than the one that conducted any requlatory

verification services of the early action offset project

pursuant to section 95990(f) or that verified the early action

offset program under the Early Action Offset Program; and

The new ARB-accredited verification body must verify the

subsequent Offset Project Data Report within three years of

the date of ARB offset credit issuance; or

If an Offset Project Operator or Authorized Project Designee does

not transition an early action offset project to a Compliance Offset

Protocol pursuant to section 95990(k), or the Offset Project

Operator or Authorized Project Designee chooses to reduce the

statute of limitations prior to the verification of a subsequent Offset

Project Data Report being verified pursuant to section

95990(1)(3)(A)(1.) above:

1.

N

An ARB-accredited verification body must conduct full offset

verification services based on the original data reports

and/or reporting information submitted to the Early Action

Offset Program for the original offset verification conducted

under the Early Action Offset Program. The full offset

verification services must be in addition to any requlatory

verification services conducted for the early action offset

project pursuant to section 95990(f);

The ARB-accredited verification body must be a different

verification body than the one that conducted any requlatory

verification services of the early action offset project

pursuant to section 95990(f) or that verified the early action

offset program under the Early Action Offset Program; and
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The new ARB-accredited verification body must complete

the full offset verification services, by submitting an Offset

Verification Statement, within three years following the

issuance of ARB offset credits as a result of the requlatory

verification services performed pursuant to section 95990(f).

The full offset verification services must include a site visit to

the offset project location. The site visit must only be

performed once for all qualifying early action reporting
periods.

For an early action offset project developed under the quantification

methodoloqy in sections 95990(c)(5)(C), the statute of limitations will

remain at eight years, unless the following criteria are met to reduce

the statute of limitations to three years:

An ARB-accredited verification body must conduct full offset

verification services based on the original data reports and/or

reporting information submitted to the Early Action Offset Program

for the original offset verification conducted under the Early Action

Offset Program. The full offset verification services must be in

addition to any requlatory verification services conducted for the

early action offset project pursuant to section 95990(f);

The ARB-accredited verification body must be a different

verification body than the one that conducted any requlatory

verification services of the early action offset project pursuant to

section 95990(f) or that verified the early action offset program

under the Early Action Offset Program; and

The new ARB-accredited verification body must complete the full

offset verification services, by submitting an Offset Verification

Statement, within three years of the conclusion of the requlatory

verification services performed pursuant to section 95990(f) and the

full offset verification services must include a site visit to the offset
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project location. The site visit must only be performed once for all

qualifying early action reporting periods.

(5) For all ARB offset credits issued for early action, the timeframe for the

statute of limitations will always begin with the date the ARB offset

credits are issued by ARB.
2 e lite £ e ) ' e ;
: : , ) be invalid I .
a) 4 h g I ) n LG,

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

§ 95991. Sector-Based Offset Credits.

Sector-based offset credits may be generated through reduced or avoided GHG
emissions from within, or carbon removed and sequestered from the atmosphere
by, a specific sector in a particular jurisdiction. The Board may consider for
acceptance compliance instruments issued from sector-based offset crediting
programs that meet the requirements set forth in section 95994 and originate
from developing countries or from subnational jurisdictions within those

developing countries, except as specified in subarticle 13.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.

Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety
Code.

8§ 95992. Procedures for Approval of Sector-Based Crediting Programs.

The Board may approve a sector-based crediting program in an eligible
jurisdiction after public notice and opportunity for public comment in accordance
with the Administrative Procedure Act (Government Code section 11340 et seq.).
Provisions set forth in this article shall specify which compliance instruments
issued by an approved sector-based crediting program may be used to meet a

compliance obligation under this Article.

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

8 95993. Sources for Sector-Based Offset Credits.
Sector-based credits may be generated from:

(@) Reducing Emissions from Deforestation and Forest Degradation (REDD)
Plans.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,

Health and Safety Code.

Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety
Code.

8§ 95994. Requirements for Sector-Based Offset Crediting Programs.

(@) General Requirements for Sector-Based Crediting Programs. The Board
may consider for approval a sector-based crediting program which may
include the following sectoral requirements:

(1)  Sector Plan. The host jurisdiction has established a plan for reducing
emissions from the sector.

(2) Monitoring, Reporting, Verification, and Enforcement. The program
includes a transparent system that regularly monitors, inventories,
reports, verifies, and maintains accounting for emission reductions
across the program’s entire sector, as well as maintains enforcement
capability over its reference activity producing credits.

(3)  Offset Criteria. The program has requirements to ensure that offset
credits generated by the program are real, additional, quantifiable,
permanent, verifiable and enforceable.

4) Sectoral Level Performance. The program includes a transparent
system for determining and reporting when it meets or exceeds its
crediting baseline(s), and evaluating the performance of the program’s
sector during each program’s crediting period relative to the business
as usual or other emissions reference level.

(5) Public Participation and Participatory Management Mechanism. The
program has established a means for public participation and

consultation in the program design process.
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(6) Nested Approach. If applicable, the program includes:

(A)  Offset project-specific requirements that establish methods to
inventory, quantify, monitor, verify, enforce, and account for all
project-level activities

(B) A system for reconciling offset project-based GHG reductions in

sector-level accounting from the host jurisdiction.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.

Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety
Code.

§ 95995. Quantitative Usage Limit.

Sector-based offset credits approved by ARB for compliance pursuant to section

95821(d) are subject to the quantitative usage limit specified in section 95854.

NOTE: Authority cited: Sections 38510, 38560, 38562, 38570, 38571, 38580, 39600 and 39601,
Health and Safety Code.

Reference: Sections 38530, 38560.5, 38564, 38565, 38570 and 39600, Health and Safety
Code.

394



Subarticle 15: Enforcement and Penalties

§ 96010. Jurisdiction.

Any of the following actions shall conclusively establish a person’s consent to be

subject to the jurisdiction of the State of California, including the administrative

authority of ARB and the jurisdiction of the Superior Courts of the State of

California:

€) Registration with ARB pursuant to subatrticle 5;

(b)  The purchase or holding of a compliance instrument issued by ARB,
unless the entity holding the compliance instrument is registered in an
approved External GHG ETS pursuant to subarticle 12;

(©) Receipt of compensation of any kind, including sales proceeds and
commissions, from any transfers of allowances or offset credits issued by
ARB pursuant to subarticle 13 or recognized by ARB pursuant to
subarticle 14; or

(d) Verification of an offset credit to be issued by ARB.

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

8§ 96011. Authority to Suspend, Revoke, or Modify.

(@)

(b)

()

The Executive Officer may suspend, revoke, or place restrictions on the
Holding Account of a voluntarily associated entity determined to be in
violation of any provision of this article.

The Executive Officer may place restrictions on a Holding Account of a
covered entity or an opt-in covered entity determined to be in violation of
any provision of this article or of article 2 of this subchapter.

The Executive Officer may suspend, revoke, or modify any Executive
Order issued under this article or under article 2 of this subchapter,
including an order accrediting a verifier, for a violation of any provision of

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

§ 96012. Injunctions.

Any violation of this article may be enjoined pursuant to Health and Safety Code
section 41513.

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

8§ 96013. Penalties.

Penalties may be assessed pursuant to Health and Safety Code section 38580
for any violation of this article as specified in section 96014. In determining any
penalty amount, ARB shall consider all relevant circumstances, including the
criteria in Health and Safety Code section 42403(b).

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

8§ 96014. Violations.

(@) If an entity fails to surrender a sufficient number of compliance instruments
to meet its compliance obligation as specified in sections 95856 or 95857,
and the procedures in 95857(c) have been exhausted, there is a separate
violation of this article for each required compliance instrument that has
not been surrendered, or otherwise obtained by the Executive Officer
under 95857(c).

(b) A separate violation accrues every 45 days after the end of the Untimely
Surrender Period pursuant to section 95857 for each required compliance
instrument that has not been surrendered.

(c) It is a violation to submit any record, information or report required by this
article that:
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(1) Falsifies, conceals, or covers up by any trick, scheme or device a
material fact;
(2) Makes any false, fictitious or fraudulent statement or representation;
3) Makes or uses any false writing or document knowing the same to
contain any false, fictitious or fraudulent statement or entry; or
(4)  Omits material facts from a submittal or record.
(5)  Afactis material if it could probably influence a decision by the
Executive Officer, the Board, or the Board’s staff.
(d)  The violations stated in section 96014(c) are additional to violations of any
obligations of any entity subject to this regulation under other provisions of
this article requiring submissions to ARB to be true, accurate and

complete.

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

Subarticle 16: Other Provisions

§ 96020. Severability, Effect of Judicial Order.

Each provision of this article shall be deemed severable, and in the event that
any provision of this article is held to be invalid, the remainder of this article shall

continue in full force and effect.

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

§ 96021. Confidentiality.

@) Emissions data submitted to ARB under this article is public information
and shall not be designated as confidential.

(b) Any entity submitting information to the Executive Officer pursuant to this
subarticle may claim such information as “confidential” by clearly

identifying such information as “confidential.” Any claim of confidentiality
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by an entity submitting information must be based on the entity’s belief
that the information marked as confidential is either trade secret or
otherwise exempt from public disclosure under the California Public
Record Act (Government Code, section 6250 et seq.). All such requests
for confidentiality shall be handled in accordance with the procedures
specified in California Code of Regulations, title 17, sections 91000 to
91022.

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

8§ 96022. Jurisdiction of California.

(a)

Any party that participates in the Cap-and-Trade Program is subject to the
jurisdiction of the State of California unless the party is subject to the
jurisdiction of an External GHG ETS to which California has linked its Cap-
and-Trade Program pursuant to section 95830(h) and subarticle 12.

Notwithstanding section 96010, subsection 96022(a) or any other

jurisdictional provision in this article, this article shall not be construed to

abridge the rights and protections afforded foreign sovereigns, including

the right of removal to federal court, pursuant to the Foreign Sovereign
Immunities Act, Public Law 94-583, as amended and codified at 28 U.S.C.
sections 1330, 1332, 1391(f), 1441(d), and 1602-1611.

A party that has rights and protections under the Foreign Sovereign

Immunities Act consents to civil enforcement of the laws, rules and

requlations pertaining to this article in California’s courts, subject to the

rights and protections afforded to entities subject to the Foreign Sovereign

Immunities Act, including removal to federal court.

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

Entity Information

Legal Name

Operating Name

U.S. Federal Tax Employer Identification Number

Value Added Tax ldentification Number

Data Universal Numbering System Number

Date of incorporation

Place of Incorporation

Country of Incorporation

Business Number (Assigned by California Agency)

Physical Address (City, State, postal Code)

Mailing Address (City, State, postal Code)

Country

Contact Information (Name, address, phone, email)

Website Address

Type of Organization

Individual Information

First Name

Middle Name

Last Name

Personal Residence Address

Phone number

Email

Social Security Number

Date of Birth

Citizenship

Employer Name

Employer Address

Copy of a valid identity card issued by a state or province with an
expiration date

Copy of a government-issued identity document

Copy of a Passport

Documentation of an open bank account

Documentation of any felony convictions during the previous five years
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Appendix B

CITSS User Terms and Conditions

ACCESS AGREEMENT AND TERMS OF USE FOR THE CITSS
SIGN THE BOTTOM OF THE PAGE TO INDICATE YOUR ACCEPTANCE OF THIS
AGREEMENT.

Access to the Compliance Instrument Tracking System Service (CITSS) is subject to
the terms and conditions set forth in this Access Agreement and Terms of Use
(Agreement). You must accept this Agreement in order to access the CITSS
application. Violation of this agreement may result in loss of access to CITSS and, if
warranted, civil or criminal prosecution under state, provincial, or federal law.

This Agreement is between the State of California, Air Resources Board (ARB) and
each registered California user of Compliance Instrument Tracking System Service
(User). The Agreement sets forth the terms of use of CITSS. ARB provides User with
access to the CITSS software application, for registering entities and holding
compliance instrument. User understands and agrees that CITSS is provided "AS IS"
and without any warranty, as set forth below in greater detail.

1. CITSS Use

1.1 ARB and WCI, Inc. hereby grant to User, and User hereby accepts, subject to the
terms and conditions set forth in this Agreement, a non-exclusive and non-transferable
right to access CITSS via the world-wide-web or the internet at times when the software
and servers are available and operating.

1.2 User further acknowledges that it is not authorized to and may not possess or
distribute any or all parts of the CITSS software, including its source codes and
program components. User is not authorized to install, run or operate CITSS on User's
or third-party computers or servers.

1.3 User is solely responsible for ensuring that all information, data, text, or other
materials that User provides to ARB or WCI, Inc. through use of CITSS (Content) are
true, accurate, and complete and comply with ARB's requirements for the compliance
with the cap-and-trade program under the California Cap on Greenhouse Gas Emission
and Market-Based Compliance Mechanisms (Requlation) (Title 17, California Code of
Regulations (CCR), Sections 98000 et sq.).

1.4 User understands that ARB will retain and use the Content consistent with the
applicable Reqgulation(s) and may disclose Content to the public to the extent the
disclosure is required by California law or legal process, or to the extent that disclosure
is not prohibited by California law.
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1.5 ARB has included (as part of CITSS) security features including password
protection to prevent a person other than the User from obtaining access through
CITSS to User's Content. User understands that these security features depend on
User protecting its password from disclosure to unauthorized persons. User also
understands and acknowledges that despite security measures to prohibit unauthorized
access to the Content through CITSS, unauthorized access could occur and in the
event it does, ARB or WCI, Inc. may not be held liable for the unauthorized release of
information, data, text or other materials that have been submitted to ARB using
CITSS.

1.6 ARB does not endorse or provide support for software or web-based interfaces
offered by third parties for purposes of submitting data to ARB. Use of a third-party
interface or software product in order to access CITSS does not relieve the user of the
need to ensure that information required by the applicable Regulation has been
properly submitted to ARB and received by the applicable deadline and that all
certifications required for use of CITSS have been submitted.

1.7 User is responsible for maintaining a copy of all data submitted to CITSS. The loss
of electronic information, data, text, or other materials during use of CITSS or the
unavailability of the CITSS system does not excuse User from the requirements in the
applicable Requlation.

2. CITSS User Agreement

The permission granted in Section 1 above is expressly made subject to and limited by
the following restrictions, in addition to the limitations and restrictions set forth in other
sections of the Agreement:

2.1 User agrees not to access CITSS by any means other than using internet browsers.

2.2 User further agrees that it shall NOT:

a. Deliberately attempt to access any data, documents, email correspondence, or
programs contained on systems for which User does not have authorization;

b. Engage in activity that may harass, threaten or abuse others, or intentionally access,
create, store or transmit material which may be deemed offensive, indecent or
obscene, or that is illegal according to local, state, provincial, or federal law;

c. Engage in activity that may degrade the performance of CITSS;

d. Deprive an authorized user access to CITSS;

e. Obtain extra resources or login privileges beyond those authorized;

f. Circumvent CITSS security measures;

g. Violate copyright law of copyrighted material;

h. Attempt to disassemble, decompile or reverse engineer CITSS;

i. Attempt to create derivative works based on CITSS;

|. Attempt to copy, reproduce, distribute or transfer CITSS;
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K. Provide access to CITSS to any third parties for any improper purpose;

|. Obtain for personal benefit, or engage in political activity, unsolicited advertising,
unauthorized fund raising, or solicit performance of any activity that is prohibited by any
local, state, or federal law.

2.3 User's right to access CITSS automatically terminates upon User's violation of any
provisions of this Agreement.

2.4 User further agrees that it will immediately inform ARB or the CITSS administrator
by emailing help@wci-citss.org or calling at 1-866-682-7561 if any of the following
OCCUrs:

a. User observes any unauthorized access or misuse of CITSS;

b. User has any reason to believe that the security of their User ID, password, or
security question(s) has been compromised;

c. User has any reason to believe that weaknesses in computer security, including
unexpected software or system behavior, may result in unintentional disclosure of
information or exposure to security threats.

2.5 User further agrees that:

a. User will maintain the security of their CITSS User ID, password, and security
guestions for use of the CITSS;

b. User will not disclose their CITSS User ID, password, and security questions
information to anyone;

c. User will maintain an active email account listed in the CITSS at which User can
receive important notifications of changes related to User's personal information or
transfers involving any general account or compliance account that User represents as
a Primary Account Representative, Alternate Account Representative, Account Viewing
Agent, or other CITSS User;

d. Any submission User makes using the CITSS has and will have the same legal effect
as if it were made in hardcopy form certified by User's handwritten signature.

2.6 If, at any time, User determines it is no longer able or willing to abide by the terms
of this Agreement, User shall immediately cease all use of the CITSS and promptly
notify ARB or the CITSS administrator in writing of its determination so that ARB or the
CITSS administrator may formally suspend or revoke the User's access to the CITSS.

3. Disclaimer of Warranties

EXCEPT AS REQUIRED BY APPLICABLE LAW, THIS SERVICE IS MADE
AVAILABLE ON AN "AS IS" BASIS, WITHOUT WARRANTIES OF ANY KIND. ARB
SPECIFICALLY DISCLAIMS ALL WARRANTIES, EXPRESS OR IMPLIED,
INCLUDING, BUT NOT LIMITED TO, ANY IMPLIED WARRANTY OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE WITH RESPECT
TO THE SOFTWARE, OR ANY WARRANTIES REGARDING THE CONTENTS OR
ACCURACY OF THE SOFTWARE.
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4. Limitation on Liability

4.1 Except to the extent required by applicable law, in no event is ARB or WCI, Inc.
liable to User on any legal theory for damages of any kind arising from the use of or the
inability to use the CITSS, even if ARB or WCI, Inc. has been advised of the possibility
of such damages. The unavailability of, or problems with the use of CITSS, does not
excuse User from the reporting and compliance deadlines in the applicable Requlation.

5. Copyright and Proprietary Information

5.1 User shall not permit any person who is not reqistered as a User to access the
CITSS and shall not copy, reproduce or distribute, or allow any other person to copy,
reproduce or distribute, the CITSS, in whole or in part, without ARB's prior written
consent.

6. Term

This Agreement commences upon User's acceptance of this Agreement and access to
the CITSS for the first time. The Agreement shall terminate upon User's written
notification to ARB under Section 2.5 of this Agreement or upon other termination or
discontinuation of User's access to the CITSS, except that Sections 3, 4 and 5 survive
any termination of this Agreement. ARB reserves the right to terminate this Agreement
at any time, subject to the exception that Sections 3, 4 and 5 survive any termination of
this Agreement.

7. Governing Law and General Provisions

This Agreement shall be governed by and construed in accordance with the laws of the
State of California. The failure of ARB to exercise or enforce any right or provision of
this Agreement shall not constitute a waiver of such right or provision. If any provision
of this Agreement is found by a court of competent jurisdiction to be invalid, the parties
agree that the court should endeavor to give effect to the parties' intentions as reflected
in the provisions, and the other provisions of the Agreement remain in full force and
effect.

This Agreement is not intended to modify and cannot modify any provision in the
applicable Reqgulation, including the California Cap on Greenhouse Gas Emission and
Market-Based Compliance Mechanisms. If any part of this Agreement is found to
conflict with any provision(s) in the applicable Regulation(s), the applicable
Regulation(s) shall control.

This Agreement constitutes the entire agreement between User and ARB with respect
to use of the CITSS. There are no understandings, agreements or representations with
respect to the software program that are not specified in this Agreement.

This Agreement may only be modified in a writing signed by User and the Executive
Officer of the ARB.
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Appendix C: Quarterly Auction and Reserve Sale Dates

2015 2016 2017 2018 2019 2020
Q1 Auction Wednesday, Wednesday, Wednesday, Wednesday, Wednesday, Wednesday,
February 18
February 17 February 22 February 21 February 20 February 19
Q1 Reserve Wednesday, Tuesday, Tuesday, Tuesday, Tuesday, Wednesday,
Sale
April 1 March 29 April 4 April 3 April 2 April 1
Q2 Auction Tuesday, Tuesday, Tuesday, Tuesday, Tuesday, Tuesday,
May 19 May 17 May 16 May 15 May 14 May 19
Q2 Reserve Tuesday, Tuesday, Tuesday, Tuesday, Tuesday, Tuesday,
Sale
June 30 June 28 June 27 June 26 June 25 June 30
Q3 Auction Tuesday, Tuesday, Tuesday, Tuesday, Tuesday, August | Tuesday,
20
August 18 August 16 August 15 August 14 August 18
Q3 Reserve Tuesday, Tuesday, Tuesday, Tuesday, Tuesday, Tuesday,
Sale September 19 September 24
September 22 September 20 September 18 September 22
Q4 Auction Tuesday, Tuesday, Tuesday, Wednesday, Tuesday, Tuesday,
November 19
November 17 November 15 November 14 November 14 November 17
Q4 Reserve Tuesday, Friday, Friday, December | Friday, Tuesday, Tuesday,
Sale 29 December 31
December 29 December 30 December 28 December 29
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JULY 18, 2013 — PUBLIC WORKSHOP ON PROPOSED AMENDMENTS TO
THE CALIFORNIA CAP-AND-TRADE PROGRAM

PROPOSED CHANGES TO THE
CALIFORNIA GREENHOUSE GAS
CAP-AND-TRADE REGULATIONS

California Air Resources Board
July 18, 2013

California Alr Resources Board -

Webcast Information

¢ Slides posted:
http./fwww.arb.ca.gov/cc/capandtrade/meetings/meetings.htm

® Submit Comments
http:/iwww.arb.ca.gov/cc/capandtrade/meetings/meetings.htm

® Email questions:
auditorium@calepa.ca.gov

California Air Recanrees Baard

Agenda
¢ Background

® Environmental Analysis

L]

Offset Implementation

* Market Implementation and Oversight
* CITSS 3.0 Release

Cost Containment

* New Sectors, Allocation, and Electricity

* Next Steps
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Purpose of This Workshop

® Provide opportunity for stakeholder questions and
discussion prior to release of formal “45-day” regulatory
language

@ Qverview of major changes

® Questions, clarification, and discussion

e Comment Form:
http://www.arb.ca.gov/cc/capandtrade/meetings/071813/co
mmentform.docx

California Air Kesources Board

Status Update

Cap-and-Trade Regulation effective January 1, 2012

Regulatory Amendments effective September 1, 2012
® Emissions Compliance January 1, 2013

® Amendments for Linkage approved by ARB Board April
2013 (regulation effective October 1, 2013)

Additional Amendments and Offset Protocols
® Discussion Draft (July 15) and Workshop (July 18)
® Anticipated Board consideration October 2013

= California and Québec linked program January 2014

California Air Kesnorees Board

Environmental Analysis

California Air Resanroes Boaand
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California Environmental Quality Act

Overview of Requirements
*Framework for Environmental Analysis
*Scope of Environmental Impact

#*Planned analyses

California Air Resources Board

California Environmental Quality Act

Framework for Environmental Analysis
¢ Based on Project Description (proposed amendments)
¢ Utilize the 2010 CEQA Environmental Checklist

¢ Environmental Analysis to Include
® Direct and Indirect Impacts
* Alternatives

California Air Kesaarces Board

California Environmental Quality Act

Environmental Impact Analysis
* Will focus on compliance responses
@ Existing conditions used as baseline

@ Comparison of existing conditions with modeled
projections of emissions and other resources with
project and without project

California Air Eesources Board
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Offsets

California Air Ersouroes Beand

Overview of Proposed Offset Changes

* Proposed two new offset protocols

® Clarify process for early action credit holders to bring
in their offset credits directly to ARB

* Streamline offset project review process

® New provisions to allow air districts multiple roles

® Strengthen and clarify conflict of interest
requirements

® Harmonize invalidation requirements across all
project types

Califsrnia Air Resources Board

New Potential Offset Protocols

®* Changes are proposed to various sections of the
regulation to include placeholders for potential new
Compliance Offset Protocols

® Two new offset protocols will be considered by the
Board later this year for the following project types:
* Mine Methane Capture Projects
* Rice Cultivation Projects

@ Placeholder for potential early action quantification
methodologies in section 95990

® \/oluntary protocols that are substantially similar to the
adopted Compliance Offset Protocol

California Air Resources Board
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Requirements for Operators and
Designees (95974)

® |f an Offset Project Operator (OPO) designates an
Authorized Project Designee (APD) the APD will be the
main point of contact for ARB and the Offset Project
Registry (OPR)

¢ OPOs may not choose which functions the APD may
perform; APD performs all functions, except in limited
cases related to issuance

® QPO still responsible for ensuring project compliance

® An individual employed by the APD must be designated
as a Primary or Alternate Account Representative (PAR
or AAR) on the OPO’s CITSS account

Californin Alr Resources Board

Project Listing Requirements (95975)

o Attestations for listing must be submitted to OPR with
listing information

® Timing and process for OPR review of listing
information is clarified

® Projects with a commencement date after 1/1/15 must
be listed within one year, or the project is ineligible

® Listing information cannot change once approved

® Rules are proposed for transferring an offset project
between OPRs

Califarnia Air Rewurces Baard

Project Reporting Requirements
(95976)

* Attestations for reporting must be submitted to OPR
with the Offset Project Data Report

¢ Clarify how the reporting requirements apply to ODS
projects

California Alr Resources Board

409



Verification Requirements (95977,
95977.1)

® Timing and frequency requirements for verification of
Offset Project Data Reports

¢ Maximum time for completing offset verification services
proposed to be changed from 9 to 11 months

® 7ero emissions reporting
® Rotation of verification bodies and offset verifiers
® Clarify rules for ODS, reforestation, and urban forest
projects
® Notice of Offset Verification Services (NOVS) must be
submitted 30 calendar days prior to start of verification

® Clarify what is covered under offset verification services,
and what can be done prior to submitting the NOVS

California Air Resources Board

Verification Requirements (95977,
95977.1) (cont)

@ Site visits
® Timing for site visits
® |nitial site visit requirements (validation step)

® Data checks and detailed verification report
® |nclude calculations and qualitative narrative

Corrections to Offset Project Data Report
® Streamline with MRR requirements

@ Calculating offset material misstatement

e Clarify that equation includes all errors from data checks, <
including__ baseline and project emissions i

California Air Resources B;ll'ﬂ_- X ] 7

Verifier and Verification Body
Accreditation(95978)

* ARB-accreditation for verification bodies (VBs) and
offset verifiers for the compliance offset program must
be achieved separately from accreditation under the
MRR program
* MRR verifiers are not automatically ARB offset verifiers
® Additional training and experience is needed

® Availability of VB, staff, and records during an ARB
audit

California Air Resources Board
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Conflict of Interest Requirements
(95979)

® Conflict of interest (COI) must be applied against both
OPOs and APDs, if applicable

® COIl must also be assessed for any sub-contractors

® High conflict of interest if VB has also verified a facility
for meeting TEAP requirements (only applies to ODS)

® COI self-evaluations must be approved prior to
commencing verification services

®* Process for OPR review and approval of COl self-
evaluations added

California Alr Resources Board

New Provisions for

Air Districts
* Air Districts are regulatory agencies

® May hold compliance instruments

* May have multiple roles
® Offset Project Operator
* Offset Verification Body
® (Offset Project Registry

= May only play one role for a specific offset project

® Maintains multiple levels of independent review of an
offset project

® Independent project review consistent with international
standards and existing regulatory offset programs

California Air Kesources Baani

Registry Offset Credit Issuance
(95980, 95980.1)

® Process to allow OPR to request additional information
when determining whether to issue registry offset
credits

* If OPR determines not to issue registry offset credits,
OPO or APD may request that ARB make a final
determination as to issuance

California Air Ressnrees Baard
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ARB Offset Credit Issuance
(95981, 95981.1)

® Clarify process for requesting issuance of ARB offset
credits

® Which parties are allowed to submit an issuance request

® Transfer of ARB offset credits to holding accounts other
than the OPOs

® OPRs must submit proof to ARB that they retired
registry offset credits

California Alr Resources Board

Forest Offset Reversals (95983)

@ Clarify how many ARB offset credits will be retired from
the Forest Buffer Account in the case of an
unintentional reversal

@ Clarify how many ARB offset credits the forest owner
must replace in the event of an intentional reversal,
including early project terminations

California Air Resources Board

Invalidation (95985)

¢ Clarify the requirements that must be met to shorten
the statute of limitations from 8 years to 3 years

® Align replacement requirements for all types of offset
projects

¢ |nvalidated ARB offset credits from a forest offset project
will be replaced by the party that retired the offset credit
¢ |nvalidation does not include project reversal or termination

California Air Kesaarces Board
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Offset Project Registry Requirements
(95986, 95987)

* OPR Approval Requirements

* Make more explicit that OPRs must show demonstrated
experience in performing registry services before they
may become an approved OPR

® Availability of OPR, staff, and records during an ARB
audit

* Registry Services Requirements

® Types of information made publicly available for offset
projects, and timing requirements

* Guidance on the compliance offset program given after
consultation with ARB

Californin Alr Resources Board

Early Action (95990)

® Placeholder for potential early action quantification
methodologies related to rice cultivation and mine
methane capture
* Update listing date for any potential projects coming in
under new protocols

& Clarify timing for submitting listing, COIl evaluations,
and desk review information

® Clarify requirements for desk reviews and full offset
verification for early action offset projects

Californin Alr Resources Board. | 26

Early Action (95990) (cont)

@ Clarify requirements related to Forest Buffer Account
contributions for early action forest projects

e Clarify how ARB offset credits are issued for early
action

® Clarify the timeframe for calculating the baseline for
projects transitioning under forest protocol 2.1

@ Streamline invalidation requirements for ARB offset
credits issued for early action
® |nclude additional scenarios for shortening the statute of

limitations as described in ARB'’s Instructional Guidance
Document (December 2012)

Califormia Air Kesources Baard
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Questions

California Air Resources Board

CITSS 3.0

Califernia Alr Resources Board

CITSS 3.0 Release

® Release date week of July 22, 2013

® List serve reminder sent prior to release
* Primary and Alternate Account Representatives

@ New Functionality
® Facility information
® Corporate association management
® | imited exemption and holding limit management
* Nightly automated holding limited checks
® Enhanced reporting features

California Air Kesources Board
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CITSS 3.0 Release, cont.

*  PARs/AARs will receive automated emails from the CITSS as data is
updated.

* Changes to account information (facilities added, etc.)

* Potential holding limit violations until limited exemption data are
entered

* Post Release Guidance
* PARs/AARs should review new information for accuracy

*  ARB will work with PARs/AARS to correct any mistakes in a timely
manner

®* Do not make changes to entity registration or facility data until after
August 2, 2013

®  Within 30 days of August 168" auction

* During this time, changes to entity registration information and holding
purchase limit allocation data cannot be made if the entity i :

California Alr Resou

Draft Market Implementation
and Oversight Amendments

California Air Resources Board

Draft Definitions (95802)

* Staff has included new definitions of trading terms.

® These new definitions should provide clarity to market
participants in how they enter information into CITSS.

California Alr Resources Board
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Draft Changes to Registration
Requirements (95814)

® Conflict of Interest Provisions

® Require letter from employers demonstrating no conflict
of interest for employees who are also individual
voluntarily associated entitles (VAEs)

® |ndividual VAEs already registered in CITSS have six
months to provide such a letter

® Staff also proposing that employees with insider

knowledge about an entity’'s cap-and-trade position not
qualify for registration as individual VAE

Californin Alr Resources Board

Proposed Changes to Registration
with ARB (95830)

® Registration is in the tracking system

® All direct and indirect corporate associations with other
entities must be disclosed — not just those with entities
in tracking system

* Limited Liability Corporations included as type of direct
and indirect corporate association

® |ncludes process for change of ownership of a facility
subject to MRR

Californin A.h-Rewnrmbu;l'_ 35

Draft Changes to Account Closure
(95831)

@ Allowance withdrawal

* |f an account is closed, the entity’s compliance obligation
is satisfied by withdrawal of allowances from the entity's
Compliance Account and then, if necessary, from the
entity’s Holding Account.
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Draft Changes to Surrender of
Compliance Instruments (95856)

® Clarified CA and linked jurisdiction’s allowances are
eligible compliance instruments

* |imited use of “future” vintage allowances

® | imited use of “future” allowances provided for allocation
true-up for compliance obligation surrender

Califarnia Air Reconrces Baard

Draft Order for Surrender of
Compliance Instruments (95856)

¢ |nstrument retirement order from Compliance Account
1. Offset credits, with oldest credits retired first
* No 8% limit for annual compliance obligation
2. Allowances, with earlier vintages retired first

3. “Future” vintage allowances up to the true-up
allowance amount, subject to entity eligibility

4. Allowances purchased from the Allowance Price
Containment Reserve

Califiruia Air Risources Basrd . 58

Draft Changes to Auction Administration and
Participant Application (95912)

* Addition: Auction Application Changes

¢ Changes to an auction application within 30 days of an
auction — or knowledge that such information might
change within 15 days after an auction — may result in
denial of auction participation.
® Clarification: Bid Guarantees
* Surety bonds used as a bid guarantee must be issued by
certain institutions.

® Bid Guarantees must be payable within one day of
payment request.

California Air Keowrces Board
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Draft Changes to Auction Participation
Application Requirements (95912)

® Auction Application Changes

® Updates to purchase limit and holding limit among entities
is now covered in the auction application

® Auction Application Attestation

® Entities must report a change in the status of an ongoing
investigation alleging misdeeds in the commodities,
securities or financial markets

California Air Resources Board

Draft Changes to Sale of Allowances from
the Allowances Price Containment Reserve
(95913)

* Addition: Reserve Sale

* Entities must inform the reserve sale administrator of an
intent to bid in the reserve sale 20 days prior to the sale.

® Entities with auction application information that changes
within 30 days of a reserve sale may not participate.

® Executive Officer may revise the timing of reserve sale
intent to bid notifications.

¢ Clarification: Bid guarantee types

® Certified funds, such as a bank check or cashier's check,
are no longer accepted as a type of bid guarantee.

'® Bid guarantees other than cash must be payable within

California Air Resonrces Board

Draft Changes to Auction Advisor
Information Disclosure (95914)

* Addition: Additional information disclosure from
advisors

* Information details to be provided by advisor at least 15
days prior to auction

* Names of entities being advised
¢ Description of advisory services
® Assurance that no information is shared

Californin Alr Resources Board
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Draft Changes to Purchase Limit Allocations
and Auction Bidding Information (95914)

® Cannot disclose other auction bidding information

® [ntent to participate at an auction
= ARB approval of auction application

= Specific conditions under which information may be
released

® To members of a direct corporate association
* To an auction bid advisor disclosed to ARB

® POUs as required by public accountability rules or
participation in joint ventures with POUs or JPAs

* 10Us when specifically required by CPUC

California Air Resources Board R —

Existing Compliance Timeline

Compliance Comphance:
oblgation finalizea Cibhgation
APCR sale natural gas Assigned Due &
Notice suppliers EMISSions Allocation
Bosted Rewed finalized

Emissions
Verication

Proposed Compliance Timeline

Compliance ReTigned
obiigation emissions
APCR sals ninalized natural level oct Obligation
Hotice fas supplisrs finalized APCR sale Dus
Posted
Bid
Emissions "“::‘“
Verification
Application ARB New
window a VA Allocation
closes i‘lﬂdl P ifi Date
Recerve
participants
3
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Draft Changes to the Holding Limits
(95920)

® Zero Limited Exemption

& Set the limited exemption to zero in the first compliance period
for opt-in covered entities with no “limited scope” emissions

® Directly allocated allowances

® Direct allocation will not count against the holding limit or limited
exemption until January 1 of the vintage year

® Allocated and “true-up” allowances may be placed into entity
accounts prior to their vintage year

Will not count towards limits until they become “current vintage”
allowances

® QOrder of allowance withdrawal

® |f the Executive Officer needs to withdraw allowances from an
ity’ unt, the allowances would come in the followi

) Holdi jLompl
California Air Resources Board

Draft Changes Concerning Deficient
Transfer Requests (95921)

® Deficient transfer process
* Both entities informed transfer request is deficient
* Only entity responsible will be informed of reason

* Transfer request process

e An entity may not submit a transfer request to another
entity without an existing transaction agreement

* Prevents efforts to discover account balances

Californin Alr Resources Bonrd

Draft Changes to Time Limit on
Completing Transfer Request (95921)

® Requirement to complete transfer request within three
days of:

® Execution date or termination date of the agreement

® The “transfer of consideration” from purchaser to seller
under the agreement

® The execution of the underlying trade on an exchange or
other trading platform

California Air Resources Board
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Draft Changes to Transfer Request
Information (95921)

® Tracking system information
* Delete serial numbers from transfer request requirements
*  Add requirement to specify vintage and type of instrument
* Replace the following generic fields with fields specific to type of
agreement:
* Date of transaction agreement
® Settlement date
® Price
* Two-step process for providing transfer request information in
CITSS:

® |dentify the type of transaction agreement for which transfer request is
submitted

® Enter information specific to that type of agreement

California Air Resources Board

Draft Changes to Identify Type of Transaction
Agreement (95921)

* Entities select one of three transaction agreement
types:
® Over-the-Counter with delivery no longer than 3 days
from signing until delivery

® Over-the-Counter with delivery no less than 4 days
from signing, or additional terms executed after transfer

® Exchange-Traded Contracts — spot and futures

California Air Recanrces Baard q{'
JU

Draft Changes to Information Specific to

Over-the-Counter Agreements
(Delivery within three days)
(95921)

® Require the following information in tracking system:
¢ Date entered into transaction agreement
* Settlement Date

o [f transfer is final term to be settled: date transfer request
submitted.

* [f other terms to be settled after transfer: date other terms
scheduled to be settled.

® Price

California Air Resources Board
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Draft Changes to Information Specific to

Over-the-Counter Agreements
(Complex or Delivery in more than 4 days)
(95921)

® Require the following information in tracking system:
® Date entered into transaction agreement
* Date the agreement terminates

® [T the contract contains provisions for further compliance
instrument transfers, enter the transfer frequency (e.9.
quarterly)

® [fthe contractis a “bundled” purchase of instruments and other
products, identify products (e.g. natural gas)

® Price
* Fixed price
- st

California Alr Resources Board

Information Specific to

Exchange-Traded Contracts
(95921b)(5))

= Name of Exchange

® Exchange code for contract

® Type of contract (Spot, Future)

® Date of close of trading for the contract

® Price at close of trading

California Alr Resources Board 53
-

Draft Changes to Check Boxes for
Zero Price (95921)

* Modification: Allow entities to specify a zero price for
transfers in some cases:
® Between direct corporate associates
® Between an entity’s holding and compliance account

¢ From a POU to a JPA or other POU as part of joint
venture generation project

* From a POU to a federal power authority to cover
emissions from imported power

* From a utility to generator under a tolling agreement or
other contract for power not specifying instrument price

¢ Under “bundled” agreement that does not specify price

California Air Resources Board
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Draft Changes to Prohibitions (95921)

® Clarification: Prohibition of “holding on behalf of”
* One entity holding instruments in which second entity has
an ownership or financial interest
¢ One entity holding instruments under agreement giving

second entity control of the holding and dispositions of
the instruments or acquisition of additional instruments

® Clarification: Prohibition does not apply to holding
instruments for settlement of forward or futures
contracts

California Air Resources Board

New Section: Disclosure of
Cap-and-Trade Contractors (95923)

@ Addition: Address contractors working on cap-and-
trade

* Covered entities must disclose contractors’ identities and
nature of their work.

— T

California Air Eesources Board

Compliance Timelines

® Many deadlines to consider between August and November

* | ate September includes Reserve Sale prior to the Nov 1
surrender deadline

® |n some cases, compliance obligation not known until after the
registration period ends for the Reserve Sale

* Potential "true-up” allowances allocated on same day as
compliance surrender due date

* Proposal:
& Allocation on October 15
® |ast Reserve sale moved later by one week
* MRR verification deadline August 15

California Air Resources Board
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New Appendices: B & C

® Addition: Appendix B incorporates the tracking system
user terms into the regulation

@ This codifies the user terms into the regulation

® Addition: Appendix C specifies the dates for auctions
and reserve sales from 2015-2020

® Provides certainty of when allowances will be sold
through ARB

California Alr Kewsnrees Boanl

Cost Containment

California Air Resources Baard

Additional Mechanisms for Cost
Containment

® Board Resolution 12-51 directs ARB to develop a
proposal for incorporating additional cost containment
mechanisms into the program

* Ensure the allowance price does not exceed the highest price
tier of the Reserve

* Maintain the environmental objective of the program
* Effective over a reasonable range of plausible conditions

* June 25 workshop
= ARB outlined potential policy approaches
® Expert presentations
® Public comment

California Air Resources Board
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Draft Changes to Disposition of
Allowances (95870)

® Makes an additional source of allowances
available for the Reserve

e Starting in 2015, 10% of future vintage
allowances will be made available to the
Reserve if needed to satisfy demand

California Alr Resources Board

Draft Changes to Sale of Allowances from
Allowance Price Containment Reserve (95913)

¢ Additional allowances available at the Reserve sale
immediately preceding the November 1 compliance date

* The additional allowances will be drawn upon as needed to
fill accepted bids for the highest price tier of the Reserve

® Allowances will first be drawn from the latest vintage(s)
(furthest in the future) available in the Auction Holding

Account
® [f available, allowances designated for an Advance Auction are
used first
California .-\irRowu.rte;BuId_ —— 67_

Additional Cost Containment Mechanism
Draft Change Justification

¢ Allows qualified bids to be filled at the highest price tier of
the Reserve if the bids exceed the allowances in that tier

* Allows covered entities to purchase additional allowances
prior to the November 1 compliance date

® Ensures the allowance price will not exceed the highest
price tier of the Reserve over a reasonable range of
plausible conditions

® NMaintains the environmental objective of the program

California Air Resources Board
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Questions

Allocation

Draft Changes to Covered Entities

® Added

® | ead production

® CNG/LNG fuel suppliers
* Military Exemption
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Draft Changes to Industrial Allocation
for New Entrants

Provide allocation to new entrants with similar NAICS
codes to Table 8-1

* Energy-Based Allocation to new entrants using a three
part approach based on data availability from MRR

Deleted text on allowance allocation multiplier
Affected Sections: 95853(e), 95891(a), 95891(c)(3)

California Air Resources Doard

Draft Changes to
Opt-in Covered Entities
* Designated the date of March 1 to opt into the Cap-and-
Trade Program for the following calendar year.
* Must comply with mandatory reporting
= QOption to rescind opt-in application by October 1

¢ Opt-in covered entities must register with CITSS within
30 days of MRR deadline

* Affected Sections: 95813, 95830

Califrnia Afr Resources Boand

Draft Changes to
Industrial Assistance

® Industry assistance factors shifted one compliance period
* New assistance factors

* Hardware Manufacturing ®* Guided Missile and Space
® Ethyl Alcohol Manufacturing Vehicle Manufacturing

® Rare Earth Metal Mining ® Asphalt Paving Mixture and
* Nonferrous Metal Forging SRR

® Reclassified sector

* Mineral Wool Manufacturing

* Affected sections: Table 8-1

California Air Resoarces Board
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Draft Changes to Product Benchmarks

®* New sectors considered for product-based benchmark

* Food processing, Breweries, *  Aluminum billets
Wineries * Metal forging

* Diatomatious earth ® Lead acid battery recycling

* |ron foundry

® Existing sectors considered for modification

* Flat glass manufacturing * Cement manufacturing
* Container glass manufacturing & Petroleum refineries

* Tissue manufacturing ® Hydrogen production
* Steel cold rolling * Coke calcining

* QOil and Gas

= Affected Sections: Table 9-1 >

Draft Changes to Refinery Allocation

Potential change from carbon weighted tonne to other
approach such as complexity weighted barrel

® ARE will hold a later discussion or workshop focusing on this topic
(Tentatively August 13)

® Changes to Treatment of Calcining and Hydrogen
*  Will be coordinated with any changes to refinery benchmarking
* Revisions to Allocation True-Up
® Making true-up calculation consistent with initial allocation
® Creating true-up for refineries without Ell values

Affected Sections: 95870(e)(2)(B), Table 9-1, 95891(d), 95891(e)

Califernia Alr Resources Deard

New Sections: University and
Public Service Facility Allocation

* Board directed staff to develop a methodology to provide
transition assistance to Universities

* Draft proposal is consistent with ARB’s allocation
approach for industrial sectors

@ Universities that receive allowances are encouraged to
further reduce emissions

® The same freatment has also been extended to publicly-
owned facilities that provide thermal energy to
municipally-owned buildings.

* Affected Sections: 95870(f), 95891(¢)

California Alr Resources Baard
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New Section: Natural Gas Suppliers

® Natural gas suppliers will receive allocations based on
their 2013 compliance obligations and cap decline factor

¢ Public utility gas corporations required to consign an
increasing proportion of these allowances

* Non-consigned allowances will constitute transition

assistance
Year 2013 2014 2015 2016 2017 2018 2019 2020
Percent

Consigned 0% 0% 25% 30% 35% 40% 45% 50%

® Affected sections: 95870(j), 95893

California Air Resources Board

Draft Changes to Legacy Contracts

® Added section to include provisions for eligibility
requirements for allowances allocation to operators of
legacy contract generators

® Sections include equations for the calculation of
allowance allocation

@ Allocate 2015 allowances for 2013 and 2014 only, based
on emissions reported and verified for 2012 emissions
year

* Adjust 2015 allocation to legacy contract counterparties
based on the emissions of energy purchases

 Affected Sections: 95856(h), 95891(f), 95894

Draft Changes to True-up Allowances

® True-up allowance amount defined for
®* Product-based Allocation

® Accounts for changes in allocation methodology, benchmark,
assistance factor, and cap adjustment factor

® Refinery Allocation — 1 compliance period
¢ New entrants under energy-based Allocation
® Universities

® | egacy Contracts

* Affected Sections: 95856 , 95891(b) , 95891(c)(3),
95891(d), 95891(¢), 95893

California Alr Resonrees Board
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Requesting Comment on Industrial
Allocation for Facility Closure

* Provisions Related to Return of Direct Allowance
Allocation not Used for Compliance in the Event of a
Facility Shut Down

® Section: 95812(f)

California Air Reconrces

Electricity

California Alr Resources Board

Draft Changes to Imported Electricity

* Removed requirement to submit attestations stating no
engagement in resource shuffling

* Added language to clarify what is considered to be
resource shuffling

¢ Clarified the reporting requirements for renewable energy
credits from a specified source

® Clarified requirements to use the RPS adjustment

o Affected Sections: 95802(b), 95852(b)(3), 95852(b)(4)

California Air Reconrces
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Draft Changes to Waste-to-Energy

Included eligibility requirements for exemption from a
compliance obligation for Waste-to-Energy facilities

® Applies to the conversion of municipal solid waste to
electricity placed on the California grid

* Exemption applies to the first compliance period
Affected Sections: 95852

California Alr Resonrees Board

Draft Changes for “But For” CHP

and District Heating Facilities

® “But For® CHP facility
® Self-generation of steam and electricity
= Excess electricity may be sold to grid
® Covered entity with direct GHG costs

® District Heating Facilities

* Provide steam, hot water, chilled water to buildings
® Emissions associated with each building are below threshold
* Propose to exempt thermal energy emissions for “but for”
CHP facilities during first compliance period
® \With exemption of steam emissions, “but for” facilities fall
below the threshold and are not covered entities

Clarifications
¢ VRE REC retirement requirements
® Minor changes to names and classification of three
electrical distribution utilities (EDU) in Table 9-3

® Changes in the Table 9-3 allocation to two EDUs that are
electricity coops based on additional information
regarding the cost burden component of their EDU
allocations.

¢ Affected Sections: 95841.1, 95891

California Air Resauroes Board
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June 25, 2013 - Public Workshop on Compliance Retirement, Market-
Related Reporting, and Cost Containment

Cap-and-Trade Workshop

Compliance & Information Requirements

California Air Resources Board
June 25, 2013

Califorsis Air Revources Bosrd

Webcast Information

® Slides posted:

http:/fwww.arb.ca.gov/cc/capandtrade/meetings/meetings.htm

® Email questions and comments:

auditorium(@calepa.ca.gov

Califorsis Air Revources Bosrd

Agenda

® Status Update & Background

®* Morning Session 09:30 —noon
® Compliance Instruments Retirement and Deadlines
* |nformation Sharing & Reporting

® Lunch noon —01:00PM

Afternoon Session 01:00PM — 04:00PM

* (Cost Containment Panel Discussion

Califorsis Air Revources Bosrd
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Status Update

¢ Cap-and-Trade Regulation effective January 1,2012
® Regulatory Amendments effective September 1, 2012
® Emissions Compliance January 1, 2013

* Amendments for Linkage approved by ARB Board April
2013

® Additional Amendments and Offset Protocols
* Anticipated Board consideration Fall 2013

ifornia and Quebec linked program January 2014

Califorsis Air Revources Bosrd

Background

® Compliance Periods

Compliance Year of Covered
Period Emissions

Date of Compliance

Obligation Annual / Triennial

i 2013 11/01/2014 Annusl
Fst 2014 11/0142018 Triennisl

2015 11/01/2018 Annusl

Second 2016 11012017 Annusl
2017 11/01/2018 Trignnizl

2018 11/01/2018 Annusl

Third 2019 11/01/2020 Annusl
2020 11/01/2021 Trignnizl

Califorsia Air Resources

Background (cont.)

® Compliance instruments valid for surrender (Subarticle 4)
® CA GHG Allowance
* (Offset credits issued by ARB
* Allowances from Allowance Price Containment Reserve

® Once linked to Québec (January 2014)
* Québec allowances
e (Offset credits issued by Québec

Califorsis Air Revources Bosrd
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Background (cont.)

s (Offset usage limit

* 8% limit on use of offset credits during a compliance
period ( § 95854)

® Mote: Compliance period refers to three-year timeframes
(two-year timeframe in first period)

* Mo offset usage limit on annual surrender

Background (cont.)

* Quantity and vintage of compliance instruments to surrender
(& 95855, & 95856)

- Date of A T Eligible
Covered Compliance T p_nu; .II Compliance Obligation Vi '%' 'f'
Emissions | Obligation | "' onn@ intages

2013 MO1/2014  Annual  30%of2013 emissions 2013

2014 HO1201E Triennial 17'&”;;”;22”[:&3;;?5":; 2013, 2014
2015 MO1/2016  Annual  20%0f2015 emissions 2013 — 2015
2016 WOUZ017T  Annual  20%0f2016 emissions 2013 — 2016
2017 M12018  Triennial D;g’;fzfﬂaf? ;ﬂzm 2013 - 2017

Surrender Example

® Emissions with compliance obligation: 100,000 mtCOye for
each of 2013 and 2014

* Surrender of allowances only

Year of Covered | Date of Compliance | Available Compliance Instruments in
Emissions Obligation CITS55 Accounts

2013 November 1, 2014 2013 allowances: 80,000

Reconciliation

* 2014: annual compliance obligation = 30,000 mtCOe
® 2013 vintage allowances surrendered in 2014 = 30,000
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Surrender Example (cont.)

Year of Covered | Date of Compliance | Available Compliance Instruments in
Emizzions Obligation CITSS Accounts

2013 Nowvember 1, 2014

2013 allowances: 30,000 - 30,000 = 50,000

2014 Nowember 1, 2015 2014 allowances: 200,000

Reconciliation

& 2015 triennial compliance obligation = 200,000 mtCO.e

* Annual compliance obligation fulfilled with 2013 allowances =
30,000 mtCOze

® 2013 vintage allowances surrendered in 2015 = 50,000
014 =120.000

Surrender Example 2

Assumptions

* Emissions with compliance obligation: 100,000 mtCO.e for
each of 2013 and 2014

* Surrender of allowances and offsets

Year of Covered | Date o ympliance | Available Compliance Instruments in
Emissions i CIT55 Accounts

2013 offsets: 60,000
20 (EETEET 1l B 2013 allowances: 20,000

Reconciliation

* 2014: annual compliance obligation = 30,000 mtCO.e
* 2013 vintage offsets surrendered in 2014 = 30,000

Surrender Example 2 (cont.)

Year of Covered | Date of Compliance | Available Compliance Instruments in
Emissions Obligation

CIT55 Accounts
2013 offzets: 50,000 — 30,000 = 30,000
2013 AmERTET 1 2013 allowances: 20,000
2018 November 1, 2015 2013 allowances: 60,000

2014 allowances: 100,000
Reconciliation

® 2015: triennial compliance obligation = 200,000 mtCOze

Annual compliance obligation fulfilled with 2013 offsets = 30,000 mtCO.e

® 3% offzetlimit of triennial compliance obligation = 16,000 mtCO.e = 14,000 of
30,000 vintage 2013 surrendered offsets excluded

2013vintage allowances surrenderedin 2015=80,000
2014 vintage allowances surrenderedin 2015=100,000
Total triennial surrender= 180,000 allowances+ 16,000 offsets
Triennial compliance period shortfall: 4,000
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Potential “True-Up” Allowances

* ‘Next-Year’ vintage allowances allocated to correct
historical allocation that was based on estimate of
production/emissions

* Allocation occurs in the calendar year prior to budget year
* Based on estimates of future production/emissions
* “True-up” accounts for:

» Difference in estimated production and actual production
reported to MRR in that budget year

* Allocation to new sectors that have not received intial
allocation

* Changes to benchmarks
* Retroactively applied to previous allocations

Califorsin Air Resources Board

Order of Compliance
Instruments Retirement

® Regulation is silent about the order of compliance
instrument retirement

s Need to specify retirement order in Regulation

® (Québec specifies retirement order in their regulation

Califorsis Air Revources Bosrd

Order of Compliance

Instruments Retirement
Staff Proposal:

= Annual Compliance Obligation
1. Offset credits: oldest first, not subject to 8% limit

2. Allowances purchased fromthe Allowance Price
Containment Reserve

3. Allowances: earlier vintages first

“True-up” allowances up to a predetermined entity
limit based on the “true-up” amount

=

Califorsis Air Revources Bosrd
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Order of Compliance
Instruments Retirement
Staff Proposal:

= Triennial Compliance Obligation
1. Offset credits: oldest first, subjectto 8% limit

a. If 8% limit reached, offsets exceeding 8% limit
excluded

2. Allowances purchased from the Allowance Price
Containment Reserve

3. Allowances: earlier vintages first

4 “True-up” allowances: up to a predetermined entity
limit based on “true-up” amount

Califorsis Air Revources Bosrd

Considerations

® §% offset limit applies to compliance obligation at the end of full
compliance period
* Diligence requiredwhen surrendering offsets to meetannual compliance
abligation
Year of Covered | Date of Compliance | Available Compliance Instruments in

Emissions Obligation CIT55 Accounts
2013 offzets: 60,000

i CE 2013 allewances: 20,000
2013 allowances: 80,000
Zr LTUETTE 1 210 2014 allowances 100,000

* Annual compliance abligation fulfilled with 2013 offsets =30, 000 mtCO.e

* 3% offsetlimit oftriennial compliance cbligation = 18,000 miCOze > 14,000 of
30,000 vintage 2013 surrendered offsets excluded

* 2013vintage allowances surrenderedin 2015 =380,000
2014vintage allowances surrenderedin 2015 =100,000

iennial compliance period shortfall: 4,000 mtCOze

Califorsin Air Resources Board

Considerations (cont.)

® No holding limit for offsets

® Holding limit (& 95920) applies to all “current” vintage
allowances, earlier vintage allowances, and APCR
allowances that can be used to satisfy the entity's
compliance obligation

& Applicability to Québec beginning 01/01/2014

® 3% offset limit applies

® Allowance retirement by vintage year without consideration
for jurisdiction

Califorsis Air Revources Bosrd
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Compliance Timelines

® Many deadlines to consider between August and
Movember

& | gte September includes Reserve Sale prior to the Nov 1
surrender deadline

® |n some cases, compliance obligation not known until after
the registration period ends for the Reserve Sale

* Potential “true-up” allowances allocated on same day as
compliance surrender due date

® Should dates be adjusted?

Compliance Timeline

Comgliance Compilianca
ooligation fnaltoed Qoligation
PP REACN- Azziged Tei
Niothos supaliers EmiEginng Allosation
Poshed lewed Tinalized
s Sezemoer
= APCR sake
Emisshns due N
werinzation SeSlement
Inolca sant
W pankipans
Azglicztion ass
Wi EoroEs
clozez 0 o
Resene
pariziparts

IR A S

Québec’s Cap-and-Trade System
Compliance Requirements

CARB Cap-and-Trade Workshop

POUR TOUS June 25, 2013

Jean-Yves Benoit

Director - Carbon Market Division
Climate Change Office
Government of Québec

Québecaa
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ﬁhEBEc

POUR TOUS

Status Update

= Cap & Trade Legislation (2009)

= 2020 Mitigation Goal (2009)

= Initial Cap & Trade Regulation (December 2011)

= Amendment to the C&T Regulation (December 2012)
= Allow linking with California & other jurisdictions

= [nfroduce Offset Regulation

= Québec and California linked Program : January 2014

Québecaa

ﬁhEBEc

POUR TOUS

Compliance Requirements

= Compliance obligation

= .. to cover each metric tonne CO2 equivalent of the verified
emissions ...

= Date of compliance obligation
= November 15! following the end of each compliance period

= Compliance periods
= First : 2013-2014
= Second - 2015-2017
= Third : 2018-2020

Québecaa

l]llEBEl’:
[Foun ous]

Compliance Requirements

V00t = VODRL+ 1001 = MGk
| Wansamey Regameg of GHE Emasios |

¥

‘maloubmlilgn Enln-“o'*rl I
(908 = Bkt « BOwt) = 285 it

By 45 Compliance Pairumesiy !
Buslise Br o T rarked Sumenger 3040 008 complance
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QUEBEC

POUR TOUS

Compliance Requirements

« Compliance instruments valid for surrender
= QuébecAllowances, Early Reduction Credits and Offsets Credits
= (California Allowances and Offsets credits (once linked)

» Order of Compliance Instruments Retirement
1. Offset Credits : earliervintage first (subjectto 8% limit)
. Early Reduction Credits
3. Allowance purchasediromthe Allowance Price Cost Containment
Resemve
. Allowances : earliervintage first

Québecaa

UN |
QUEBEC

POUR TOUS

QuébecEs

Questions
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Public Information Sharing &
New Reporting Requirements

Cabformiz Ar Resources Board
June 25 2013

Proposed Calendar of
Information Release Dates
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Califorsis Air Revources Bosrd

Allocation Data

® Updated annually on December 1
* Direct distribution to covered entities for industrial assistance
® |ink http:/fwww.arb.ca.gov/cc/capandtrade/allowance allocation/

sector_based_industrial_allocation pdf
* Willinclude entity CITSS ID numbers
* Direct distribution to electrical distribution utilities on behalf
of ratepayers
® |ink: http://www arb ca gow/cc/capandtrade/ct f april2013 pdf

Califorsis Air Revources Bosrd
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Compliance Obligation Data

® Facility compliance obligation emissions

® hitp (fwww arb ca govicc/capandtrade/covered_entities_011013 w2
slsx

* Release Date

®* Annually 12:00 (noon) Pacific Time, Movember 1. or first business
day after

® [ote: Each year would have a separate column and then an
aggregate column for the emissions for the compliance periods(s).

®* NRR Inventory Data: Annual release at 12:00 (noon) Pacific Time,
MNovember 1, or first business day, with no reference to covered
emissions

CITSS Registrant Data

® Registered entities in CITSS
® CITSS ID with legal name (not account #)
® |ndividual VAE name
® Mot currently posted
® Proposed Release Date
e 12:00 (noon) Pacific Time; Last Business Day of Quarter
Q1: March 29, 2013
Q2: June 28, 2013
Q3: September 31, 2013
Q4: December 31, 2013

Califorsis Air Revources Bosrd

CITSS Registrant Data — Example

CITTS Acct Number Entity Name

CA1385 Cheesy Garlic Bread
CA1386 Chicken & Waffle
CA1387 Sriracha
CA1388 Dill Pickle
CA1389 Root Beer
CA1390 Banana Split
CA1391 Chili & Chocolate
CA1392 Orange Zest

Califorsia Air Resources
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Retired Compliance
Instrument Data

» |nstruments in ARB’s Retirement Account
* Not currently posted

* Proposed release Date
* 12:00 (noon) Pacific Time, December 15, or first
business day thereafter

Retired Compliance
Instrument Data — Example

Comshan 203 2024 200 Ao s O
T = BT | age Viatms Tesa " Tres " Tyze 5
Simsta e

Mowcmicr 12004 Pl oo oo 1D0e 1007 adks

Mevermlicr 12028 2zee e = 2pae amee 20aM
ol wick b WAEZ

Mrmmgzeiiziz oo =oe =07 200E 1w aie

Mevermbicr 12028 222 e T anz sTa eam
ez Covmred it

Mowcmicr 12004 o4 mar maz zzaz zoar 1adim

Mrmmszeizoiz rom =oa7 et =cE7 por raaim
Total WhEE Rt 16283 iy wWiid S1aad

Compliance Account
Information

® Compliance Account Instruments
& Staff considering alternatives to individual accounts
* Could be aggregated across compliance accounts
* Not currently posted

®* Proposed release Date
® 12:00 (noon) Pacific Time; Last Business Day of Quarter
21: March 29, 2013
Q2 June 28, 2013
3: September 31, 2013
Q4: December 31, 2013

idering adjustments to frequency
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Compliance Account
Discussion

® When do individual account balances reveal if an entity
is going long?

® When do individual account balances reveal if an entity
is short?

® Balancing risks to the market

* Doesrevealing an individual compliance account balance
expose a covered entity to manipulation?

* Does revealing this information prevent manipulation by
someone tightening the market?

Offset Project Data

& QOffset Project Level Data
* Wil be published once ARB compliance credits are issued
* Mot currently posted

® Release Date

® 12:00 (noon) Pacific Time, first business Wednesday of each
month

Offset Project Data - Example

Examplk: Listof Eamy Action OfsetPRE
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resy. st {le ACR)
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[le CAR
Example: Poject Lave | Daia
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Questions

M

Information Reporting in
CITSS

Cabformiz Ar Resources Board
June 25, 2013

Current Transfer Request
Information Content

® Required fields are the same for all fransaction types:
® Account representatives
* Account numbers
& Serial Numbers
® Date of transaction agreement
* Settlement date
* Price

Califorsis Air Revources Basrd
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Proposed Fields to be
Removed

& Serial numbers
@ Staff proposes to replace the following generic fields
with fields specific to type of agreement:
* Date of transaction agreement
* Settlement date
* Price

Califorsis Air Revources Basrd

Proposed Fields to Add

® Staff will propose Regulation amendments to require
reporting in CITSS of
* Type of Compliance Instrument
® \/intage of compliance instrument

Califorsis Air Revources Basrd

Proposed Process for
Reporting

® |dentify the type of transaction agreement for which
transfer request is submitted

* Enter information specific to that type of agreement

Califorsis Air Revources Basrd
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Identify Type of Transaction
Agreement

® Staff will propose Regulation amendments o require
reporting in CITSS of:

& Spot Bilateral — no longer than 3 days from signing until
delivery

® Customized Bilateral — no less than 4 days from signing
until delivery

® Exchange-Traded Contracts — spot and futures

Califorsis Air Revources Bosrd

Information Specific to
Spot Bilateral Agreements

® Date entered into transaction agreement

¢ Settlement Date

* |f transfer is final term to be settled: date transfer request
submitted.

* [f other termsto be settled after transfer: date other
terms scheduled to be settled.

* Price

Califorsis Air Revources Bosrd

Information Specific to
Customized Bilateral Agreements

® Date entered into transaction agreement

® Date the agreement terminates

¢ If the contract contains provisions for further
compliance instrument transfers, enter the transfer
frequency (e.g. quarterly)

» [f the contract is a “bundled” purchase of instruments
and other products, identify products (e.g. natural gas)

® Price

& Fixed price
¢ Base plus margin

Califorsis Air Revources Bosrd
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Information Specific to
Exchange-Traded Contracts

Name of Exchange

® Exchange code for contract

Type of contract (Spot, Future)

Date of close of trading for the contract

® Price at close of trading

Califorsis Air Revources Basrd

Check Boxes for Zero Price

* The regulation will allow for entities to specify a zero
price for transfers:
*» Between direct corporate associates
#» Between an entity's holding and compliance account

* Froma POU to a JPA or other POU as part of joint
venture generation project

* Froma POU to a federal power authority to cover
emissions from imported power

* Froma utility to generator under a tolling agreement or
other contract for power not specifying instrument price

® Under “bundled” agreement that does not specify price

Next Steps

® Staff requests comments on today's presentation

* All written comments due by 5 PM PT, July 9, 2013
http-ifwwew arb. ca.gov/cc/capandirade/meetings/meetings._htm

Califorsis Air Revources Basrd
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Additional Information

® Cap-and-Trade Program
http://www arb.ca.gov/cc/capandtrade/capandtrade htm

® Join the cap-and-trade list serve

http/iwoww.arb.ca.govllistserv/listserv _ind.php?listname=capan
dirade

Cafiforsis Air Revonrces Basrd

Contacts

Dr. Steve CIiff, Chief, Climate Change Program Evaluation Branch
scliffii@arb.ca.gov

Ms. Rajinder Sahota, Manager, Cap-and-Trade Program Monitoring
reahota@arb ca.gov

Mr. Jakub Zielkiewicz, Staff, Cap-and-Trade Program Maonitaring
jakub zielkiewicz{@arb ca.gov

Mr. Sean Donovan, Staff, Cap-and-Trade Program Monitaring
sdonovani@arb ca.gov

Dr. Ray Olsson, Staff, Cap-and-Trade Program Monitoring

Cafiforsis Air Revonrces Basrd

Questions
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California Cap-and-Trade
Cost Containment Workshop

June 25 2013

Workshop Agenda

* ARB Staff presentation
® Presentation by Jean-Yves Benoit, Government of Quebec

* Expert presentations and discussion
® [Dallas Burtraw, Resources for the Future
®* Jim Bushnell, University of California, Davis
® Brian Murray, Duke University

® Break (approximately 3:00)

* Continued discussion and public comment

* Wrap up

Logistical Information
® Slides are posted at

http (e arb ca gov'cc/capandtrade/meetings/meetings htm

® Questions during the workshop can be sent to

auditorium(@calepa.ca.gov

* Written comments will be accepted until July 9% at the
website below

http:/fwwew arb ca. gov'cc/capandtrade/comments. htm
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Cap & Trade Program

AB 32 porffolio

Declining cap on GHG emissions: 2013-2020
Trading of emission allowances and offset credits
Status:

* First auction held November 2012, Continuing quarterly
® First allowance allocation in 2012, Continuing annually
® Compliance obligation started January 1, 2013

* First compliance deadline is November 2014

Cap and Trade Program Features:
Cost Containment

@ Allowance banking

® Multi-year compliance periods

® Broad program scope

® Emissions reduction by direct regulation
® Administrative allocation of allowances

® Emissions offsets

® Auction price floor

The Reserve

s Pool of approximately 122 million allowances

® Available for purchase by compliance entities at three
pre-established price tiers

® Four Reserve sales each year

® Reduces the likelihood that allowance prices exceed the
highest price tier of the Reserve
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Board Resolution 12-51

s Directs ARB to develop a proposal for incorporating
additional cost containment mechanisms into the
program that:

*# Ensure allowance price will not exceed the highest price
tier of the Reserve

® [aintain the environmental objective of the program

* Are effective in a reasonable range of plausible conditions
during the 2013 — 2020 period

Policy Options for Cost Containment in
Response to Board Resolution 12-51

California Air Resources Board
June 25, 2013

Presentation Outline

® Circumstances that could lead to higher than expected
allowance prices

* Policy approaches for:
® Price Objective: Ensure that allowance prices will not
exceed the highest price tier of the Reserve
* Epvironmental Objective: Maintain the environmental
objectives of the program
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Circumstances Leading to Higher than
Expected Allowance Prices

® Higher than expected emissions from existing sources
® Higher than expected emissions from new sources
® Regulatory program less effective than expected

& Dffsets less available than expected

Policy Approaches: Price Objective

® Increase the availability of allowances at the highest
price tier of the Reserve

* Allow fulfillment of compliance obligation through a
fixed price-perton payment at the highest price tier of
the Reserve

® Delay compliance obligation

® Cancel compliance obligation

® Maintain existing cost containment features

Increase the Availability of Allowances

at the Highest Price Tier of the Reserve

® Put additional allowances in the highest price tier of the
Reserve

® Potential options:
® Quantity added
* Frequency of availability
® Eligibility to purchase

® Can achieve the Resolution price objective

® Appears feasible within the program requlatory
changes planned for 2013
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Allow Fulfillmentof Compliance Obligation
Through Fixed Price-Per-Ton Payment
* Allow compliance entities to fulfill their compliance

obligation by paying a fee equal to the highest Reserve
price for each metric ton of emissions

® Can achieve the Resolution price objective

* Challenges:
® Authority
* New administrative requirements

* May not be feasible within the program regulatory
changes planned for 2013

Delay Compliance Obligation

* Delay the date of compliance for a predetermined length of
time under specific conditions

* Allow the use of future vintage allowances for current
(delayed) compliance

* May achieve the Resolution price objective in response to
temporary increases in the demand for allowances

* Challenges:
® [lay not achieve Resolution price objective in all cases
® Requires precise definition of conditions that trigger the delay
® \May add uncertainty

Cancel Compliance Obligation

® Cancel compliance obligation for a predetermined
length of time under specific conditions

* Reduce compliance abligation by the amount of
emissions reported during the cancellation period

* Challenges:

* Requires precise definition of conditions that trigger the
compliance cancellation

* The canceled compliance obligation cannot be easily
adjusted to balance supply and demand

* [May add uncertainty
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Maintain Existing Program Features

® Rely on existing program features, or consider
additional features later in the program

* Requires no program regulatory changes

® Challenges:
® [ay not achieve the Resolution price objective
* Fails to provide certainty

Policy Approaches:
Environmental Objective

® Resolution requires additional cost containment
mechanisms maintain environmental objectives of
program

® Policy approaches may enable additional emissions
* [easurable

® Compensating emissions reduction

Redistribute Existing Allowances
Within the 2013 — 2020 Period

Redistributes the existing pool of allowances if needed
for top tier Reserve sales

Does not increase the cumulative supply of allowances

® Can achieve Resolution environmental objective for
temporary demand imbalances early inthe program

Limited by fixed quantity of existing allowances
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Commit to Additional Emission
Reductions from the Post — 2020 Period

* Allow emissions to be higher than planned in the 2013-2020
period if needed to achieve Resolution price objective

* Committo additional emissions reduction from anticipated
programs designed to meet post — 2020 AB 32 goals

® Can achieve Resolution environmental objective

® Challenges:
® Post-2020 programs not yet defined

® links between current and future programs may limit
effectiveness

Additional Emissions Reductions
Inside California Prior to 2020

® Mandate increased emissions reduction from California
sources not covered by the cap-and-trade program

* (Challenges:
® Costand availability of additional emission reductions

* Timing to develop and achieve additional emission
reductions by 2020

Additional Emissions Reductions
Qutside California

® (Obtain emissions reduction outside of California
® Retire international offset credits
* Retire allowances from non-linked programs

* Retire offsets from jurisdiction-run sector crediting
programs

* Challenges:
* Resources and authority
* Future availability and price of instruments are uncertain
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Contacts

Or. Steve Cliff, Chief, Climate Change Program Evaluation Branch
sclififlarb.ca.gov

Ms. Rajinder Sahota, Manager, Cap-and-Trade Program Monitoring
rsahotai@arb ca.gov

Emily Wimberger, Air Pollution Specialist
ewimberg@arb ca gov

LN Quebec’s Cap-and-Trade System
- Cost Containment Mechanisms
Q U E B E c CARB Cap-and-Trade Workshop

POUR TOUS June 25, 2013

Jean-Yves Benoit

Director - Carbon Market Division
Climate Change Office
Government of Québec

Québec

UN
QUEBEC

Status Update

» Cap & Trade Legislation (2009)

- 2020 Mitigation Goal (2009)

» Initial Cap & Trade Regulation (December 2011)

» Amendment to the C&T Regulation (December 2012)
= Allow linking with Califomnia & other jurisdictions
= Introduce Offset Regulation

* Québec and California inked Program : January 2014

Québec
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UN
QUEBEC

Flexibility and Cost Containment Mechanisms

» Multi-years compliance periods
= First : 2013-2014
= Second - 2015-2017
= Third : 2018-2020

* Free allocation
= Eligible Trade Exposed Sectors
= Allocation = (Intensity target) x (Real Output)

» Offsets
= Usage Limit - 8% of compliance

Québec

UN
QUEBEC

Flexibility and Cost Containment Mechanisms

* Minimum Auction Price
= CANS10 in 2012
= Increase annually by 5% pius inflation

* Reserve Sales (Sales by Mutual Agreement)
= Restricted to Québec’s covered entities

= General account must not contain any compliance instruments for a
current compliance period

= Categories: A (CAN$40), B (CAN$45) and C (CAN$50) in 2013
= Prices increase annually by 5% plus inflation
= Bid guarantee required, lots of 1000 units

Québec

UN |
QUEBEC

POUR TOUS

Québec
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Joint Utilities Group Cost
Containment Proposals

Air Resources Board Cost Containment Workshop
June 25

The Joint Utilities Group includes San Diego Gas and Electric, Pacific Gas and
Electric, Los Angeles Department of Water and Power, Sacramento Municipal
Utility District, City of Anaheim, The California Municipal Utility Association, The
Northern California Power Agency, Southern California Public Power Agency,
Southern California Edison, Turlock Irrigation District and PacifiCorp.

Three Key Elements of Cost Containment

* A robust cost containment approach would
utilize a combination of approaches to ensure
success.

1. Measures to take effect now to reduce the
likelihood of prices rising above the APCR.

2. Measures that, when triggered, quickly alter
compliance instrument market dynamics to
constrain upward pressure on prices.

3. Measures that, when triggered, would keep
allowance prices at the third tier of the APCR
regardless of current demand.

Measures should be implemented now to reduce the
likelihood of prices rising above the APCR.

* Allow compliance entities to carry over
unused portion of the 8% offset restriction.

* Exempt California offset projects from the 8%
limit.

* Address constraints imposed by the holding
limit.

* Redistribute allowances to allow for one
additional auction per compliance period.

— To be held between Sept. 1 and Nov. 1
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Measures could be implemented to take effect when a
specific trigger event occurs.

* Unused offset proposal:

* Redistribute 8% offset use opportunity for unused share.
(Coordinate with a carryover mechanism)

+ Compliance account proposal:

* Allow entities to transfer CCAs from their compliance account
to holding account.

* Limited borrowing proposal:
* Allow retirement of CCAs with vintage from the current year
and following year. (Not applicable post 2020)

* Offset geography and start date proposal:
* Approve compliance grade offsets throughout North America.
* Change the offset project commencement date to an earlier
date.

Mechanisms must be developed to ensure that regulated
parties have access to CCAs at the APCR price.

* Upon depletion of the APCR, the Executive Officer
will make additional allowances available through
the APCR.

* Funds from this sale would be used to reduce
emissions via mechanisms such as:

— Retirement of high quality offsets not otherwise
available to California C&T regulated entities.

— Retirement of allowances from emission trading
programs outside of WCl linked jurisdictions.

— Invest in emission reductions in sectors not covered by
the California C&T.

Nicholas Institute for Environmental Policy Solutions '; H

Duke University . -i

Comments on Modified Price
Containment Options for California

Brian C. Murray
Director for Economic Analysis
Micholas Institute for Environmental Policy Solutions
Research Professor
Nichalas School of the Environment
Duke University
Erian.Murra uke.edu

California Air Resources Board
June 25, 2013
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i Nicholas Institute for Environmental Policy Solutions ‘; u

Duke University

| B
Board Resolution 12-51: Price
containment and “environmental integrity”

Board Resolution 12-51 directs Staff to recommend action to

— Ensure the price will not exceed the upper tier containment preserve price
— Maintain the environmental objectives of program
Environmental objectives = balanced emissions budget.

— Total emissions budget

— Time = when they occur
= 2013-2020
* Beyond

— Space = where emissions occur
* Inside Califomia
= QOutside
From GHG perspective

— Time matters, but not that much within
decade, e.g.,

— Space doesn't matter
%g Nicholas Institute for Environmental Policy Solutions ‘; u
Duke University - .-I

Current program allows flexibility in
time and space

+ Time
— Multi-year compliance periods
= Borrowing and banking within compliance periods
— Banking across compliance periods
— APCR is stripped from 2013-2020 budgets
+ Space
— Trading among sources
« Within CA
» Qluebec
— Offsets

Duke University

[T
Issue: What if current flexibility is not enoug&
guarantee a price ceiling?

%g Nicholas Institute for Environmental Policy Solutions ‘; u

+ Concede?

Price
— Price will exceed target ‘:
— Emissions will exceed target & Wttt
— Runs counter to Resolution 12-51 - /ﬁ"!—(

i
« Try more flexibility % - o A M

— Increase APCR

* From current 2013-20 allowance budget

+ From future budget 1.)"!!._'.{55“ Price Callar

+ From new sources of reserve allowances [ A F -

i I
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Nicholas Institute for Environmental Policy Solutions ’k H

Duke University . n

ARB four basic options:
Comments on environmental objectives

1. Increase availability of allowances at Satisfies objectives if countered by real

highest reserve price reductions either now or in future,

2. Allow compliance obligations to be met  Depends on whether the fee is used to

by per ton fee = highest tier price procure additional reductions

3. Delay compliance obligations Consistent with time flexibility of program

—a form of borrowing between periods.
Satisfies obj's so long as emissions
balance is resolved over time

4. Cancel compliance obligations Mot consistent with environmental
objectives
Nicholas Institute for Environmental Policy Solutions ’k H

Duke University
Comments on Potential Sources of .”
Compensating Emissions Reduction

0 oo

Redistribute allowances within 2013-2020 May be too little room or power unless allowances go

unsold at the price floor
Commit to additional emission reductions Works if credible, this will push up prices in pre-2020
from stt—ZOZO peried as well, if allowances are bankable between
pericds.

Mandate additional reductions from CA Raises efficiency questions (induce more expensive
sources reductions). Uncertain outcome and timing.

Obtain additional reductions outside CA  Fairly efficient if reductions are credibly certified and
available at a price at or below price ceiling. E.g., CDM,
World Bank carbon fund, ...

Could impose a trading ratio of more than 1 ton of
aredit needed to create an allowance

Isswes on who gets rents from any price differences,
and whether other programs will cooperate

Nicholas Institute for Environmental Policy Solutions ’k H

Duke University .n
Other Thoughts

* Price ceiling breach not likely a near term (2013-14) issue
— Market and ARB have time to adjust
— Post 2020 plans will start to weigh more heavily as the time
approaches
» Market price incorporates future stingency and price expectations
+ Key is whetherhow pre-2020 and post-2020 market will be linked
* The allowance reserve approach is intended to fix short to
intermediate run problems and should be populated to do so.
— It cannot, by itself, fix a long-run imbalance between supply and
demand

= If this occurs, need to reexamine price and emissions goals as reserve
will ultimately run out
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Cost Contsinment Warkshop
Calfforniz Air Resources Board
June 25,2013

.
e

Cost Containment Workshop
California Air Resources Board

Presentation of Dallas Burtraw
Darius Gaskins Senior Fellow
Resources for the Future
June 25, 2013

f Cost Containment Warkshop
Californiz Air Resources Boand
= June 25, 2013
Ll (SR

Existing Regulatory Framework

* Purpose of cost management
— Symmetric design for a two edged problem
— Short run usefulness
— Long run usefulness
* Several features in place
— Price floor in auction

— Trading, banking, offsets, the compliance reserve and
others

f Cost Containment Warkshop
Californiz Air Resources Boand
= June 25, 2013
Ll (SR

Focus today on the possibility that prices
may rise to exceed the top tier in the
compliance reserve

* Safety valve remedy
— 2007 MAC recommended against an unlimited supply
* Limited compliance reserve

— Can capture most of the expected cost savings without the
prospect of great increases in emissions

* Program review would be triggered in either case

—
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TR it Cost Containment Workshop
=) Californiz Air Resources Board
= . June 25, 2013
5l -

Bailey et al. solve dynamic stochastic model

— Steep supply curve for additional emissions reductions

— Small but positive probability of price rising above the top
tier in the compliance reserve
— In an economic model the solution is achieved instantly and
inter-annual behavior is captured in a single outcome... as
though investors would purchase the entire reserve in
anticipatory behavior
* May viclate holding limits
* Does not anticipate possible regulatory response, chance
of federal action, etc.

* Puts significant capital at risk

TR it Cost Containment Workshop
=) Californiz Air Resources Board
= June 25, 2013
5l -

Key feature: the drawdown of the reserve
would not be instantaneous

* If reserve was ultimately exhausted, regulators would
see signals of the possibility years in advance

* ARB Resolution 12-51 asks us to consider policy
responses

+ | suggest four courses of action...

AL i Cost Containment Workshop
=) Californiz Air Resources Board
= June 25, 2013
5l -

1. Planning: Guidelines for Governor’s Discretion

* Part 7 of AB 32 provides discretion to adjust
applicable deadlines for individual regulations in
extraordinary circumstances

* Without usurping discretion, ARB could develop plan
of decision criteria

* ARB could develop a blueprint for how measures

might be implemented at that time (for example,
executing measures identified in the staff document)

—
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TR = =] Cast Contsinment Workshoa
P == Californiz Air Resources Board
= . June 25, 2013
5l - ﬁ

2. Remedial action: Expand the compliance reserve
drawing on allowances from other programs

* There are strong reasons to prefer emissions
reductions from inside the state...

* However, if price reaches ceiling, balancing
considerations would bhe different

* Varying stringency of programs provides an
opportunity to enhance emissions outcome by
aggregating other allowances

* Implementation might involve an independent
institution, as might be supported by the World Bank

TR = =] Cast Contsinment Workshoa
P == Californiz Air Resources Board
= > June 25, 2013
5l - ﬁ

3. Possible Design: Overlapping Compliance

Periods
* Would be especially useful if a confluence of events
led to market disruption at end of compliance period

* Staggering the settlement dates would provide
additional buoyancy in the short run

* Enables limited borrowing

» To implement, entities could be given voluntary
option to settle account early and restart their three-
year compliance clock

* May assist in transitioning beyond 2020

TR = =] Cast Contsinment Workshoa
P == Californiz Air Resources Board
= > June 25, 2013
5l - ﬁ

4. Policy: Planning for Beyond 2020

* The determination of plans heyond 2020 provides a
signal to regulated entities about future obligations

* Increasing stringency could encourage more banking,
which might drive up short-term prices

* More likely, in my view, signals about 2020
encourage innovators and investment that should
moderate long-term price path
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Defending the Price Containment

Reserve: Benefits and Options
James Bushnell
Emissions Market Assessment Committee

(Severin Borenstein, James Bushnell,
And Frank Wolak)

Benefits of Defending Containment Reserve

Limits the possible price and economic impacts

from volatility in supply or demand

— Especially if abatement supply is very inelastic

Avoids possible market disruption if shortage

occurs near end of market period (2020)

Eliminates price increase that incorporates low
probability of skyrocketing price

Eliminates incentive to push price above current

reserve levels through market manipulation

Allowance Price Probabhilities by Scenario
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Cost Containment and Allocation

* Allocations through output-based updating dilute
the impacts of allowance prices
— Reduce the responsiveness to allowance prices.

— Can be acceptable side-effect for trade-exposed
industries with options for reducing CO2 intensity.

— Makes no sense for emissions related to end-use fuel
consumption (e.g. gas).
* Diluting incentives provided by allowance prices
is not true cost-containment.

— Can be counter-productive by making high allowance
prices more likely and raising the economic costs of
abatement.

Principles for Price-Containment

* Should be ex-ante transparent
— A deterrent only works if market knows it exists
* Should be credible
— A hard quantity cap is not credible if the prices that result
are unsustainable
* Should be timely
— Measures need to kick in immediately to avert disruption
* Should consider broad environmental benefits instead
of narrow ones

— Environmental integrity of global pollutant involves more
than just capped CA (or WCI) emissions
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ARB Options

We believe there is a non-trivial possibility current reserve could be
exhausted

— Would not support the do nothing option

Delay or cancellation of compliance obligations would be disruptive
and harmful to the program

— Significant equity impacts on differing participants.

EMAC strongly prefers an option that substantially increases
availability of allowances — sufficient to credible contain the
maximum price (or allows a fixed payment in lieu of permits).

— Could borrow from post 2020 period.

— Proceeds could be applied to offsets, or other sources of GHG
emissions.

— Can provide a greater overall GHG reduction under those
circumstances.

Thank you
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JUNE 3, 2013 -NATURAL GAS SUPPLIER WORKSHOP

Suppliers of Natural Gas:
Background and Options

Stakeholder Workshop
June 3, 2013

Calsfermis Asr Reaouries Boprd

Logistical Information

® Slides posted at
http:fwww.arb.ca.gowicc/capandtrade/me etings/meetings. htm

®* Email questions to:
auditorium@calepa ca.goy

® Comments will be accepted at the above website until
June 17t

Qutline

#* Cap and Trade Update and Program Design

#= Background and Process

Scope and Policy Implications

Utility Proposal Presentation (by ulilities) I
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Cap and Trade Status Update

® Cap-and-Trade Regulation effective January 1, 2012
* Regulatory Amendments effective September 1, 2012
* Emissions Compliance began January 1, 2013

* Linkage Amendments approved April 19, 2013

* |nvestment Plan released May 14, 2013

* Additional Amendments and Offset Protocols
® Anticipated Board consideration Fall 2013

Cap & Trade Program Design

® Flexibility to achieve cost-effective GHG emissions
reductions

® Puts a price on GHG emissions to provide incentive for
efficiency and technological innovation

® Mix of free allocation and auction fo lower compliance
costs and prevent leakage

®* Wholesale and retail prices of energy should reflect
GHG costs

® Mix of direct and indirect compliance for energy use

Inclusion of Natural Gas Suppliers:
Second Compliance Period

Natur

suppliers of Natural Gas

Responsible for gas used No compliance responsibility

Responsible for gas
delivered to
in-state end users
Responsible for gas used otherthan covered entities
(i.e. facility operators and
electricity providers with
= 25KC0;e)
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Who Has the Compliance Obligation?

& GHG compliance obligation will go to the final deliverer
of natural gas, i.e. the “natural gas supplier”

® |nvestor-owned utilities in most cases:
®* Pacific Gas and Electric
® San Diego Gas and Electric
® Sguthern California Gas Company

@ Other pipeline owners including publicly-owned gas
utilities and intrastate pipelines

What Does the Compliance Obligation
Include?

® The compliance obligation is for every metric ton of
C0O5e that would result from full combustion or oxidation
of all natural gas delivered to end users MINUS:

® Natural gas delivered to covered entities (i.e. facility operators
and electricity providers with =25KC02e)

® Thus no gas will be counted twice
& Only gas delivered in California will be included

Compliance Obligation
Calculation Procedures

* Compliance obligation calculation performed by ARB

* Verified data will be used for final compliance obligation
determination for each NG supplier

* For each NG supplier, ARB staff will determine a
comprehensive list of covered facilities receiving gas
from the supplier, and determine the aggregate sum of
gas delivered to all covered facilities using both
supplier and facility reported data

® GHG emissions from the gas delivered to covered facilities will
be subtracted from the NG supplier's total reported GHG
emissions
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Proposed MRR Revisions for
NG Suppliers

® Revisions to facilitate calculation of compliance
obligation:
® Require all Local Distribution Companies (LDCs) to report

volume and customer data for all ‘redeliveries’ to other LDC's
and pipelines

* | ower threshold for reporting end-user volume and
customer data
* from ~ 25k CO2e (460k Mscf) to ~ 10k CO2e {183k Mscf)

® Require that ARB ID of end-user facility be reported if
available

@ Clarify requirements for infrastate pipeline operators
* Intrastate pipelines only have to report if there are 5

B

Treatment of NG Suppliers in Current
Regulation

® No allowance allocation to NG suppliers

® NG suppliers will need to acquire allowances
along with other covered entities

Considerations for Treatment of NG

® Encouraging greenhouse gas emission reductions
* Equity among participants in the cap and trade system
* Consistency with the rest of the cap and trade system

* Consisiency with long-term policy goals not specific

to the cap and trade system
® FEncouraging innovation

®* CHP goals

® Electric vehicles
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Newly Covered Natural Gas Emissions

Newly Covered Natural Gas (2015 Values)

percent of /s Natuwal Gas Allowance
Allowance . . Value at
Cap Emissions  Supplied  ¢45/510wance

53 million 9.8 billion -
13% MT CO2e therms $800 million

Newly Covered Natural Gas Emissions

Newly Covered Natural Gas (2015 Values)

Percent of Allowance
Allowance GHG Natural Gas Value at

Cap Emissions  Supplied  ¢45/510wance

53 million 9.8 billion -
13% MT CO2e therms $800 million

Potential Reductionsin NG Usage
in Responseto Cap and Trade
s Annual Emission Reductions

L

N

i, | EEDE)
1%
s +
Erminpons Cap Redacion Acreevable Reduction

{Depending om Year]

from Natural Gas
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Discussion Questions

* Should ARB retain current approach or provide
some allocation to suppliers of NG? If allocate:
* Should suppliers be reguired to consign?
* How should value be returned to rate payers?

* Potential recipients of allowance allocation and
revenue:
* Households?
* | ow-income households?
& NG-intensive small businesses?

* The CPUC has an open rulemaking, R. 11-03-012,
relating to utility revenues resulting from allowance
allocation

® Stakeholders may consider providing feedback to ARB and the CPUC

Next Steps

* Comments due by June 17t at:
hitp://www.arb .ca.gov/cc/capandirade/comments.him

® Cap and Trade Amendments Workshop on July 18t

* Board Hearing October 24-25%

Contacts

= Cap and Trade Regulation — NG Suppliers
Eileen Hlavka, lead staff

ehlavkai@arb ca.gov (916) 322-7648

Elizabeth Scheehle, manager
escheehl@arb ca gov (916) 322-7630

= Mandatory Reporting Regulation — NG Suppliers
Syd Partridge, lead staff
spartridi@arb ca.gov (916) 4454292

Dave Edwards, manager
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Gas Utility Presentation

ARB Workshop on Gas Allowances
Allocation

June 3, 2013

Natural Gas Consumption in 10U Service Territories

*  For Residential and Commercial customers, consumption is concentrated in water heating, space heating, and
cooking; uses that mest basic needs.

2040 MG Consumption:

Sensrn: CEE data, 2010 Caltizrnia Rmidertisl Aplianes Saturation Susesy, nd 2008 Caltizmia Commerdal End-Use Survey.
¢+ Macslmroun nekdes pods, spe, czobeg, and other wmell uses.
* st il e for erttien for which the KL are the point of regslation.
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The 10Us have achieved significant natural gas savings

*  Cumulative savings and spending from 1990 - 2011
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Source: 10U and low Income reporied annual savings and spending.

California per capital NG consumption has been falling
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Statewide End-User Per Capita Natural Gas Consumption
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Natural Gas EE Savings (example year)

2018

2022 |

savings from 2013 - 2020.

NG EE savings of ~48 Million Therms per year, projections show a total of ~450 MMTherms or 2.3 MMTCO2e of

Average Savings 2040-11
[MMTherms)

Source: [OU EE savings rasuits for entities for which the IDUS are the paint of reguation
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Joint Utility Approach

* Full Administrative allocation in 2015 at 2011 historical
baseline
* Annual reduction in allocation as cap declines

* Gas utilities equitably pass through cost of purchasing
allowance shortfall to customers.

+ Allows for timely and simple implementation.

Questions

* Mark Krausse Tanya Peacock
PG&E SDG&E/SCG
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MAY 1, 2012 — PUBLIC MEETING TO DISCUSS UNIVERSITIES, LEGACY
CONTRACTS, AND ‘BUT FOR’ CHP UNDER THE CAP-AND-TRADE
PROGRAM

Proposed Adjustments to the
Cap-and-Trade Program’s Treatment
of Universities, ‘But For’ CHP,
and Legacy Contracts

ARB Staff Workshop
May 1, 2012

I Byron Sher Auditorium .

Logistical Information
® Slides posted at
http/Awww arb ca gov/cc/capandtrade/me etings/meetings htm
® Email questions io:

auditorium@calepa.ca.goy

* Comments will be accepted at the above website until
May 215t
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Agenda

® Cap and Trade Status Update

® Program Design

® Universities

‘But-for’ CHP facilities

® | egacy contracts

Cap and Trade Status Update

® Cap-and-Trade Regulation effective January 1, 2012

* Regulatory Amendments effective September 1, 2012

® Emissions Compliance began January 1, 2013

® Linkage Amendments approved April 19, 2013

® |nvestment plan for auction proceeds heard April 25,

2013

* Additional Amendments and Offset Protocols
* Anticipated Board consideration Fall 2013

Cap & Trade Program Design

Flexibility to achieve cost-effective GHG emissions
reductions

Puts a price on GHG emissions to provide incentive for
efficiency and technological innovation

s Wholesale and retail prices of energy should reflect

GHG costs

Mix of free allocation and auction for lower cost emission
reductions

Most allowances allocated freely at outset of program
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Allowance Allocation

® Allowance allocations
® To the electric sector for ratepayer benefit

* To industrial sector for transition assistance and to prevent
leakage

e |ndustrial allocations based on product benchmarks
(preferred) or on energy benchmarks when product
benchmarks not feasible

& |nitial allocations of 2013 vintage allowances to
electricity and industrial sectors in late 2012

Universities, ‘but for’ combined heat and
power, and legacy contracts

® Resolution 12-33 directed staff to adjust treatment of
universities, 'but for’ combined heat and power (CHP)
facilities, and legacy contracts

* Transition Assistance to Universities, Legacy Contracts,
and Exemption for “But For” CHP will be consistent with
other allocations and with Cap-and-Trade program design

Assistance to Universities

® Universities have taken early actions and
provided leadership to reduce GHG
emissions:

® |nvestments in efficiency and renewable
energy

® Researchand technology development
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Allocation to Universities

* Board directed staff to develop a methodology
to provide transition assistance to Universities

e Staff's current thinking is consistent with ARB'’s
allocation approach for industrial sectors

® Universities that receive allowances
encouraged to further reduce emissions

Considerations for Allocation to
Universities

¢ Staff's current thinking is to allocate using a
‘grandfathering’ approach similar to the
energy based allocation methodology

® Allocation declines in proportion to the cap

® Potential issue of expansion, or additional
university covered entities

* First allocations would be 2015 vintage
allowances

Modified Energy-Based Allocation
Approach

* Energy-based methodology uses an efficient boiler
benchmark for steam and fuel benchmark for CHP

* Because University approaches to efficient energy
use vary, boiler efficiency benchmarking Is infeasible

® Staff's thinking is to use the fuel benchmark for
University allocation

* Use average three year historical fuel use baseline
fo determine annual allocations going forward
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Proposed University Allocation
Equation

At =(Fcon5umed * Bfuel - IEsc:ld*Beleclric:it),i) ilkcl
Where:

Ay isthe quantity of allowances allocated for year t

Feonsumeq 1S the historical baseline amount of fuel consumed

By is the efficiency benchmark per unit of energy from fuel
combustion, 0.05307 Allowances per MMBtu

€0 15 the historical average electricity sold

Bekectricty 1S the emissions benchmark per unit of electricity
sold, 0.431 Allowances/MWh

Ciis the cap decline adjustment factor for year t

University Allocations:
Questions and Comments

“But For” Combined Heat
and Power (CHP)

* A subset of CHP facilities would not be covered

entities in Cap-and-Trade Program “but for” their
investment in CHP

® During the first compliance period, they would face
higher GHG costs than facilities without CHP

* Board Resolution 12-33 directed staffto develop a
methodology to exempt steam emissions for “but
for” CHP facilities during first compliance period
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Facilities With and Without CHP: 15t
Compliance Period

® “But For” CHP facility
* Self-generation of steam and electricity
* Excess electricity may be sold to grid
* Covered entity with direct GHG costs
* |f same facility had no CHP
* Steam provided by boilers
® Electricity purchased fromthe grid
* On-site emissions < 25,000
No direct GHG costs

Air Fasoroms Baard . —

Facilities With and Without CHP:
2"d Compliance Period

* Natural gas distributors pass through carbon cost in
natural gas prices

* “But For CHP” facilities face greenhouse gas costs as
a direct compliance obligation

* Facilities below threshold face indirect greenhouse
gas cost in natural gas, as well as electricity from grid

* Facilities above and below threshold face similar costs

* Cap-and-Trade improves incentive for efficient CHP
® Reduced fuel costs and reduced GHG costs

How are “But For” CHP Facilities
Defined?

® Current staff thinking is that “But for”
facilities must meet two criteria:

* Steam emissions alone do not exceedthe
threshold

® Electricity emissions alone do not exceedthe
threshold
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Proposed Treatment of
“But For” CHP

¢ Exempt steam emissions for “but for” CHP
facilities during first compliance period ONLY

* With exemption of steam emissions, “but for” facilities
fall below the threshold and are not covered entities

* ARB retires equivalent allowances

¢ Adjustment would be made if facility was
previously awarded an industrial allowance
allocation and now seeks “but for” status

Proposed Methodology for “But For”
CHP Exemption

® Current staff thinking is that a facility would need to apply
to ARB to be classified as a "But For” facility

* Provide data on fuel usage, useful thermal output, and
electricity production to support application

® Steam emissions = 0.06244 * MMBtu steam output

s Electricity emissions = Total emissions — Steam
emissions

* If each result = 25,000, facility would qualify for “But For”
exemption

“But For” CHP Exemption:
Questions and Comments
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Legacy Contracts
* A contract entered into before AB 32

® Does not allow the pass through of the cost of
GHG compliance down to the purchaser(s), due to
provisions in the contract.

® The Initial Statement of Reasons (ISOR)
acknowledged staff's intent for parties to
renegotiate, and ARB’s continuing evaluation of the
Issue.

~ ® September Board Resolution, 12-33

Air Ranonrom Boaed

Background

* ARB staff worked with industry to determine
potential legacy contracts

®* Some contracts have an Investor Owned Utility
(I0U) as the counterparty and were referred to the
CPUC process

* Staff has been meeting and discussing this issue
with all parties to the contracts to encourage
renegotiation

* ARB preferred renegotiation

Air Ranonrom Boaed

Staff Proposal

* Continue renegofiation discussions

® Forthose unable to renegotiate, ARB proposes to
allocate allowances ONLY for the portion of emissions
where GHG costs cannot reasonably be passed through
to the purchaser

* Vintage year 2015 allowances for 2013 and 2014 legacy
contract emissions

s [f selling to multiple entities, ARB will only consider the
portion of electricity and steam emissions attributable to
the legacy contract

Air Ranonrom Boaed
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Other Considerations

® Cap-and-Trade Program designed to encourage
emissions reductions

* Could emissions be captured at the natural gas
supplier in the second and third compliance periods?

® (Can generators recover costs based on increases in
natural gas prices?

Proposed Eligibility Criteria

* Contract entered into before AB 32

® Contract remains in place and has not been
renegotiated

® Eligibility ceases when contract expires, is
renegotiated, or the ownership of the facility is
transferred or sold

® Submit annual attestation attesting GHG costs
under legacy contract not able to be passed
down.

Basic Formula

A=MTCO. 8¢ egacy T MTCO285105m 1gacy

Where:
A = Allowances allocated

MTCO.egec 1egaey = ©Missions associated with
electricity sold without cost pass through
MTCO.es5tcam, 1egacy = ©Missions associated with
steam sold without cost pass through
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Example

Air Fisonrom Bosnd

Option One

® Option one thinking is to allocate allowances using
steam and electricity efficiency benchmarks applied to
the legacy confract related emissions

* Potential issue: Efficiency benchmark factor could
result in an over-allocation to the most efficient
generators

& Staff thinking is to limit allocation amount to legacy
contract portion of emissions obligation

Air Fisonrom Bosnd

Proposed Option One Calculation

At= (Osteam,legacy*Bs + Oelec,legacy*Be) * Gy

“A" is the number of allowances allocated to the legacy
contract generator from budget year “t”

“Osteam, legacy 15 the steam output in MMBtu, sold in a
legacy contract without the ability to pass through costs

“Oclec, lsgacy 15 the electricity output in MWh, sold in a
legacy contract without the ability to pass through costs

“ci" Is the cap adjustment factor for budget year “t”

Air Ranonrom Boaed
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Option One: Factors and
Considerations

& Allowances would decline by the cap decline factor (c;)

® Staff recommend to use current efficiency benchmarks
already in regulation:

® B.=Steam efficiency benchmark 0.06244 MTCOze/MMBtu
* B, =Electricity efficiency benchmark 0.431 MTCO0ze/MWh

® Staff thinking is to limit allocation amount to actual
emissions atfributable to the legacy contract

Alr Fasororcem Boand

Option Two

o Staff thinking for option two is to allocate allowances
using historical baselines for fuel used, and electricity
and steam produced

® This method will reward plants that have historically
produced maore electricity/steam

* Could have an effect on amount of steam/electricity produced

® Staff thinking 1s to limit allocation amount to actual
emissions aftributable to the legacy confract

Option Two Calculation

Ac: ((Fﬁ'mwmmdrBFuei) - {Eioﬂ,chElee) - {SSDfd,cr B.S't-snm}:' tcc

‘A" is the number of allowances directly allocated from budget
year ‘t."

“Fensumeq 5 the historical baseline energy produced due to fuel
combustion at a given facility, measured in MMBtu.

“Beue i the emissions conversion per unit of energy from fuel
combustion,

“Bsqiac IS the historical baseline of electricity sold or provided for
off-site use that includes a carbon cost (is coveredireimbursed)

Ssoig, o 15 the historical baseline of steam sold or provided for off
» use that includes a carbon cost {is covered/reimk

Air Ranomecms Bomed

490



Option Two: Factors and
Considerations

* Allowances would decline by the cap decline factor (c;)

® Staff propose to use current efficiency benchmarks
already in regulation:

® B = 005307 MTCOze/MMBtu
® B.=S5team efficiency benchmark 0.06244 MTCOze/MMBtu
® B. = Electricity efficiency benchmark 0.431 MTCOze/MWh

® Current staff thinking is to limit allocation amount fo
actual emissions attributable to the legacy confract

Option Three: Proportional Attribution
of Emissions

o Staff thinking for option three is to allocate steam and
electricity emissions in proportion to MWh of electricity or
MMBtus of steam

* Example:
* Facility emits 150,000 MTCO.e
50,000 MTCO.e from steam calculated using benchmark

* Remaining emissions due to electricity production

* 200 MWh of electricity generated: 150 MWh to PG&E, and
50 MWh to food processor under a legacy contract

Comparison of Allocation Options

® QOption One
* May over allocate to efficient plants,

* Would be limited if the allowance allocation limited to the
portion of emissions attributable to the legacy contract(s)

® Allows true-up to actual production

& Option Twa:
* Based on actual historical emissions
® May under-allocate to plants that improve efficiency
* Could impact future steam/electricity production
* No true-up
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Comparison of Allocation Options
(cont.)

s QOption Three
® Simple calculation
® May not incentivize plant efficiency
® Closer to facility specific electricity emission factor

Air Fisonrom Bosnd

Additional Considerations

® Current staff thinking is that entities must apply and
submit contracts for ARB to determine if eligible

* If customer of non-reimbursed steam or electricity is
receiving an industrial allocation, an adjustment would
be made to the customer’s allocation during the true-up

Air Fisonrom Bosnd
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Questions

* Are there other considerations (pros/cons)to the options?

* Any comments of preference for the staff proposal or
alternate options?

* Are the proposed benchmarks appropriate?

* Should peaker plants be addressed with a different
methodology?

* Are there other eligibility criteria that should be considered?

* Should staff consider the allocation of allowances to legacy
contracts other than electricity and steam generation
(assuming same criteria/provisions)?

Contact Information

® Universities and “But for’ CHP
Bill Knox
wknoxi@arb ca gov
(916) 324-0839
® | egacy Contracts
Claudia Qrlando

corlandoi@arb ca. gov
(916) 322-7492

Air Fisonrom Bosnd
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MARCH 28, 2013 — PUBLIC WORKSHOP ON ADDITION OF NEW OFFSET
PROTOCOLS TO THEH CALIFORNIA GREENHOUSE GAS CAP-AND-TRADE
PROGRAM

Discussion of New
Compliance Offset
Protocols for the
Cap-and-Trade Regulation

California Air Resources Board
March 28, 2013

Califorris S PESOeE Soat —
Staff Proposal for Discussion

Webcast Information
* Slides posted at

hitp./fenenw arb ca govico/capandirade) me etings/meatings. htm

* E-mail questions to:
avditonumiicalepa ca gov

Calsfimis Aaxr Res  Boant
Staff Proposal for Dhscussion

(o=
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Agenda

Cap-and-Trade Status Update
Offset Program Status Update
Verifiers and Verification Bodies

MNew Protocol Development
® (Criteria

®* Timeline

* Early Action

# Rice Cultivation Protocol
® Coal Mine Methane Protocol

Califomin Air RESONE

Staff Proposal for Discussion

Cap-and-Trade Status Update

® Cap-and-Trade Regulation effective January 1, 2012
* Regulatory Amendments effective September 1, 2012
* Emissions Compliance began January 1, 2013

Proposed Amendments for Linkage
® Board hearing scheduled for April 19, 2013

* |nvestment plan for auction proceeds
®* Board meeting scheduled for April 25, 2013

Additional Amendments and Offset Protocols
®* Anticipated Board consideration Fall 2013

California Air Resources Board
Staff Proposal for Discussion

Offset Program Status Update

® Compliance Offset Projects Listed
®* 3 by American Carbon Registry
®* 1 by Climate Action Reserve
® \lerfications are currently underway
® First ARB offset credits from compliance offset projects likely
issued as early as Summer
* Early Action Offset Projects Listed
® 25 by ARB
® |istings updated at noon the first Wednesday of each month
® First regulatory verification received
® First ARB offset credits from early action projects likely issued

Staff Proposal for Discussion
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Verifiers and Verification
Training

® Four training sessions were in summer 2012 with
attendance of:
® 73 verifiers
® 19 Offset Project Registry staffers
® G Offset project operators/consultants

® Scheduled upcoming training:
* April 22-26, 2013 in Sacramento
® For more information, see:
hitp:ihwww.arb.ca. govicc/capandtrade/offs etsiverificationfiverification. hitm

Verifiers and Verification Bodies

* 14 Verification Bodies accredited
* 58 Offset Verifiers accredited

® 59 | ead verifiers

29 Livestock project specialists

26 U.S. Forest project specialists

25 0DS destruction project specialists
19 Urban Forest project specialists

® For more information, see:

hitp:iwww.arb ca gow'cc/capandtrade/offs etsiverificationiverification. htm

New Protocol Development

* MNew potential protocols
® Rice Cultivation
® Coal Mine Methane

* Both potential protocols primarily target methane
emission reductions

* Methane (CH,) facts:
® 100-year GWP is 21 (AR2)
®* Short-lived gas with a lifetime of 12 years
® |5 the primary component of natural gas
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Offset Criteria

* Real, additional, quantifiable, permanent, verifiable,
and enforceable

* Board-adopted Compliance Offset Protocols

® Cannot credit emission reduction activities already
covered under the cap
®* No offset credits for fossil fuel or electricity displacement

* Must meet the same accuracy requirements as all other
reported GHG emissions

* Although participation inthe offset program is voluntary,
all participants are subject to regulatory requirements

~__Including oversight and enforcement.
California Air Fesources Board ————

Staff Proposal for Discussion

Leakage

* Offset quantification methodologies must account for
leakage

* What is leakage?

®* |ncreased GHG emissions that result from the displacement of
activities from inside to outside the project's boundary

® Directly resulting from offset project activity
® |ndirectly due to the effects of a project on an established
market
* | eakage is accounted for in two primary ways

® Direct measurement of project-specific leakage with appropriate

deduction from credits issued

~# Application of a standard deduction based on lea
California Air Resources Boarc e

Staff Proposal for Discussion

Early Action for New
Protocols

® QOccurred between January 1, 2005 and December 31,
2014
® Registered with ARB prior to January 1, 2014

® Results from the use of an approved quantification
methodology

* Voluntary protocols that are substantially similar to the adopted
Compliance Offset Protocol will be considered for early action
quantification methodologies

* |s verified pursuant to section 95990(f)
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New Compliance Offset
Protocol Crediting

® Project commencement date must be after December
31, 2008

® Project can only be credited for GHG emission
reduction up to 286 months prior to listing

® For example, if a project is listed on June 1, 2014 and the
Offset Project Data Report is submitted simultaneously,
crediting can begin February 1, 2012

Califomin’ Aix RESONCISEN

Staff Proposal for Discussion

Timeline for New Protocol

Development
Technical warking groups: Spring 2013

Draft protocols for public comment: Summer 2013
* Board consideration: Fall 2013

Protocol effective date: Spring 2014

Califomia Air Resources Board.
Staff Proposal for Discussion

Questions?
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Calstorua s & ;
5taff Proposal for Descussion

Overview of U.S. Rice
Farming Industry

® Rice has been commercially cultivated for over 300
years in the US

® More than 90% of rice consumed in US is grown by US
rice farmers

® § major rice—producing states: AR, CA, LA, MS, MO,
and TX

® Total planting area: 2.6 - 3.5 M acres

® Rice cuftivations provides significant economic and
ecological value

Califomia Air Resowrces Boa -

Staff Proposal for Discussion -
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Rice Cultivation Projects
Protocol

* First crop-based offset protocol considered by ARB

* Flooded rice paddies serve ecological functions as
man-made wetlands; but also a source of GHG
emissions

* Protocol gquantifies greenhouse gas emissions
reductions from rice cultivation practices

® Maintains yield and preserves current associated
ecological benefits

* Potential reductions of 0.5 — 3 MMTCO2e thru 2020

Staff Proposal for Discussion

0, CH, Greenhouse Gas
’ BBt Emiissions from Wetlands
and Flooded Rice Fields

eguwre: au o Mg
CH, + D0, & £O, + 34,0 HySragerstrophic 0O, & 4K, - § O #CH,
Agwoynphic; CH,COCM & 00, + CH,

-L‘ahfd-ﬂ:u Py

Current Rice Cultivation
Protocols in Voluntary Market

® ACR: Voluntary Emission Reductions in Rice
Management Systems (May 2011)
® (California regional quantification methodology
®* Adding Mid-South Module to quantification methodology
* CAR: Rice Cultivation Project Protocol Version 1.0

(Dec 2011)
® (California region guantification methodology

Califomin A B8

Staff Proposal for Discussion
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Project Definition

® The implementation of approved practices that reduce
methane emissions from rice cultivation
® California
® Straw removal after harvest
* Switch from wet seeding to dry seeding
# Early drainage atthe end of growing season
®* Mid-South States
® Straw removal after harvest
® Farly drainage at the end of growing season

® |ntermittent flooding (alternate wet and dry)
® Staggered winter flooding

Eligibility Criteria

Project geographic location
® California
* Mid-South

* Project commencement

® First day of cultivation cycle during which a project activity is
implemented

® Project reporiing period
® Cultivation cycle — approximately one year

Crediting period

® 7 vyears

Project Boundary of GHG
Sources, Sinks, and Reservoirs

Soil systems — biochemical reactions affecting GHG
emissions

Increased fossil fuel emissions (outside CA only)
® CA Fossil fuels will be capped in 2015

® Field preparation

® Ferilizer/pesticide/herbicide application

® Straw handling

® Straw residue usage

* |Leakage
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Emissions Quantification
Methodology

® Soil systems emissions quantified using DeNitrification
DeComposition (DNDC) model
® hitp /fwww dndc srunh edu/

* Acomputer model that can be used for predicting
emissions of GHGs based on field-specific parameters
Calibrated with:

* Croptype specific data
* Region specific data
® Actiity specific data
® Quantify both baseline and project emissions

Emissions Quantification
Methodology (cont)

* Fuel usage emissions quantified using default fuel
specific emissions factors and fuel volumes

* Straw residue usage emissions quantified using
emissions factors specific to end-usage and mass of
straw

® |ncludes emissions from bailing
* | eakage emissions quantified using normalized annual

average yields within the same geographic region and
baseline emissions

California Air Resources Board
Staff Proposal for Discussion

Baseline Determination

* None of these GHG mitigation practices are widely
adopted so none would be considered business as
usual

* ARB has not identified any federal, state, or local
regulations mandating adoption of any of the identified
GHG mitigation practices

Staff Proposal for Discussion
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Seeking Comments

Accuracy of DNDC model
Simplification of DNDC model

® Use and verification

Rice specificverification technigues
® F g how toensure a practice was done
® Project aggregation

* Methods

® Risks

@ Potential for leakage

Staff Proposal for Discussion

Questions?
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Overview of U.S. Coal Mining
Industry

® Commercial coal mining began in Virginia in 1748

* Annual coal production roughly 1.1 billion shart tons
from both surface and underground mines

® About 1/3 of mines are on federally owned land
* Mainly in the western U.S.

B e —— =
T -7

Caldforma Az Fas i
5taff Proposal for Descussion

Coal Mine Methane Projects
Protocol

* Methane is released before,
during and after mining
actimities

* 11.6% of all U.5. anthropogenic
methane emissions result from

coal mining

* Three project types
* Active underground mines

* Abandonedunderground mines

* Active surface mines

California Air B

u.s. CMM
Emissions
7%

m Underground Mining
= Surface Mining
Abandoned Underground

Adapted fromdata presented in U5,
[EPA, Draft invenioryof U.E. Gree -
‘Gas Emissions and Sinks: 1

Staff Proposal for Discussion
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Pntentlal Reduction Estlmates

ethane Em
ol Miming

ethane Em
ol Miming

mtr Propasal for Dum..:unu -

Coal Mine Methane Protocols
in the Voluntary Market

* CAR: Coal Mine Methane Project Protocol (October 2012)

®* Active underground

* VC5: Revisions to CDM consolidated methodology
ACMO008 version 6 to Include Pre-drainage of Methane
from Active Open Cast Mines (WVMRO001) (March 2009)

® Active underground and surface

* VCS: Revisions to CDM consolidated methodology
ACMOO008 version 6 to Include Methane Capture and

Destruction from Abandoned Coal Mines (VMR002)

(July 2010)

® Active and abandoned underground

California Afr Resow

Staff Proposal for D151‘u5510n
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Coal Mine Methane Protocols
in the Voluntary Market (cont)

® CCX: Coal Mine Methane Collection and Combustion
Offset Protocol (August 2009)

® Active and abandoned underground
® FExcludes Ventilation Air Methane

* ACR: Draft

® Active and abandoned underground, and surface

Project Definition

® |nstallation or operation of a device or set of devices
associated with the capture and destruction of methane
gas that would otherwise be vented into the
atmosphere as a result of coal mining activities in:
® Active underground mines
® Ventilation Air Methane (WVAM)
® Drainage Systems
# Pre-Mining Boreholes —surface and harizontal
* Post-Mining Boreholes

Project Definition (cont)

® |nstallation or operation of a device or set of devices
associated with the capture and destruction of methane
gas that would otherwise be vented into the
atmosphere as a result of coal mining activities in:
® Abandoned underground mines
®* Drainage Systems
» |nstallation and operation of newwells

* Continued operation ofin-mine boreholes and post-mining (gob)
wells drilled during active mining

® Active surface mines
® Drainage Systems
& Pre-Mining Boreholes -vertical _

California Air Resow nart

Staff Proposal for Discussio
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Project Boundary

o i Active Mine Venting
Active Underground Mines . fon A Wethans (VM) Colecs

VAM Cradation
Collection, Transport, and F
Destrection Emissions

Oinzite Usags
Flare

Active Surface Mines Active Minz Venting )
Colk Transport, and P £ Math

Abandoned Underground Mines izTiniEl oz

Staff Proposal for Discussion

Eligibility Criteria
Project Location
® lnited States

Project Commencement Date

® The date at which the device(s) used to capture and destroy
coal mine methane becomes operational

Project Reporting Period
® 12 calendar months

Project Crediting Period

* 10 years

Califomia Air Resi

Staff Proposal for Discussion 0

Quantification Methodology

Active Underground Mines Metered methane destruction
Active Surface Mines Metered methane destruction
Abandoned Underground Mines Lesserof metered methane destruction

or decline curve

* Abandoned mine’s decline coefficients based on either:
* Mine specific
= Computational fluid dynamics flow simulation mode|
= Mine specificparameters
® Basin decline coefficients
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Spatial & Temporal Boundary
— Underground Mines

® Physical boundaries defined by the mine area as
permitted by a federal or state agency

® Conservative temporal boundary
®* Emission reductions issued only when a well is mined through
®* Working face intersects or passes the borehole
® Baseline methane emissions are accounted for in the periods in
which the emissions would have occurred
® (03 emissions that result from the destruction of methane are
accounted for in the period during which destruction occurs

Spatial & Temporal Boundary
— Surface Mines

® Physical boundary defined as all strata above mined
seams and sfrata not more than 130 feet below the
base of the lowest mined coal seam

* Conservative temporal boundary

®* Only methane collected from within a physical boundary known
as the zone of influence will be eligible for crediting

®* Wells are considered to be in the zone of influence when:
® Elevated amounts of atmospheric gases are produced, or
® |t is physically bisected by mining activities

Staff Proposal for Discussion

Spatial & Temporal Boundary
— Abandoned Mines

* Horizontal extent is defined by final mine map
submitted upon closure

* Vertical extent must be within the extents of the final
mine map and meet the following criteria:
® [Drilled 130 feet or less below the mine seam

®* Gob area up to 525 feet above the mined seam when wells are
cased to at least 525 feet above the mined seam

®* (Gas from two vertically separated mines cannot be comingled
in a wellbore (to avoid cross flow)
* Mines classified by the Mine Safety and Health
Administration (MSHA) as permanently abandoned and
emporarily abandoned are eligible

Staff Proposal for Discussion
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Eligible Activities

Destruction/ Use Activity
Destruction of methane from pre-mining drainage systems Yes
{underground and surface mines}

Destruction of methane from post-mining drainage systems/gob wells. Yi
(underground and abandened mines) =3
Destruction of methane from ventilation shafts (underground and Ves
abandoned mines)

Destruction of methane through flaring, power generation, and heat i
generation &
Destruction of methane through injection into gas pipeline ez
Displacement of grid-delivered electricity or fossil fueluse outside the: No
project boundary

Destruction of coalbed methane not associated with active coalmining No
activities (alzo known as virgin coalbed methane)

Destruction of methane from mines that use CO; or any other fluid/igas. No
to enhance CMM drainage

Destruction of methane from mines that employ mountain top removal No

mining methods
California Air Resources Bo

Staff Proposal for Discussion

Injection into Gas Pipeline
Under Consideration

* ARB is considering making the injection of CMM into
natural gas pipelines an eligible end use
® Productive utilization of captured CMM is preferred
® Only 14 of 295 active gassy mines in the United States

currently inject into a pipeline

* The protocol will not allow for the issuance of credits for
emission reductions associated with the displacement
of fossil fuels that may result from natural gas pipeline
injection

Leakage Potential

® Coal Mine Methane and Leakage Potential

® Project activities that increase gas drainage capacity could
reduce constraints on mining operations resulting in increased
coal production.

® The protocol must account for applicable leakage

® | eakage Discount Factor — to be determined through
technical working group process

0 are
Staff Proposal for Discussion
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Quantification of CMM Emission
Reductions

® Emissions Reductions = (Baseline Emissions — Project
Emissions) x Leakage Discount Factor
® Baseline Emissions
® \ethane Destruction
®* Release into Atmosphere
® Production of Power, Heat or Pipeline Injection
® Project Emissions
®* Energy Use to Capture and Use Methane
® |\lethane Destruction
® Un-Combusted Methane

® Leakage Discount Factor (if applicable)

Catifornia Air Reson loard

Seeking Comment and Input

® Projecis on federal lands —what Is the:
* Permitting process for mines on federal lands?
® Relationship between mine operators and federal regulators?

* Ownership of methane — who is Offset Project Operator
on:
® Federal Lands?
® DPrivate Lands?

* Accounting for leakage:

® [ata to inform the setting of an appropriate discount factor for
increasing coal production

Technical Working Group

* ARB is convening a technical working group to provide:
® Technical expertise
® Forum for issue discussion
® Problem resolving

® Kick-off call: April 2013
®* N\onthly meetings
® |dentify technical experts
® Contact program staff if interested

® Summary of meetings
* Ayailable tothe public
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Program Contacts

® Steve CIiff, Chief, Program Evaluation Branch,
scliff@arb.ca.gov

* (Greg Mayeur, Manager, Program Operations Section,
gmayeur@arb.ca.gov

® Jessica Bede, Coal mine methane protocol contact,
|bede@arb.ca.qgov

® Yachun Chow, Rice culfivation protocol contact,
ychow@arb.ca.gov

Staff Proposal for Discussion

Please submit your comments to:
http://www.arb.ca.gov/cc/capandtrade/comments.htm

by 5:00 pm April 22, 2013

Catifornia Air Resources Board
Staff Proposal for Discussion

Questions?
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JANUARY 25, 2013 — PUBLIC INFORMATION SHARING IN CALIFORNIA’S
CAP-AND-TRADE PROGRAM

Public Information Sharing in
California’s Cap-and-Trade
Program

Cabformia Ar Resources Board
January 25, 2013

R

Webcast Information

& Slides posted:
hitp-/fwww arb ca gowcc/capandirade/meetings/meetings htm

* Email questions:

auditoriu calepa.ca gov

.
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Webcast Information

¢ Slides posted:

hittp (fwanw arb ca govicc/capandirade/meetingsimeetings. him
* Email questions:

auditcriumificalepa ca gov

Agenda

* Status Update & Background
* Purpose of Information Sharing
* [nformation Sharing Data Elements
#  Allocation
# Compliance Obligation Data
# CITSS Registrant Data
# CITSS Account Balances
* Auction Related Data
# Market Transaction Transfer Data
# Retired Compliance Instrument Data
* OffsetProject Data

Cafiforsis Air Revonrces Basrd

Status Update

» (Cap-and-Trade Regulation effective January 1, 2012
* Regulatory Amendments effective September 1, 2012
* Emissions Compliance January 1, 2013

* Proposed Amendments for Linkage
® Anticipated Board consideration February 2013

* Additional Amendments and Offset Protocols
* Anticipated Board consideration Fall 2013

Cafiforsis Air Revonrces Basrd
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Background

» Staff proposals and public discussion on market program data
release

® Current regulation and policy reflect multiple years of staff and
stakeholder coordination

® September 24t 2012 EMAC meeting:
* ARB information sharing plan posted
® EMAC discussion paper posted

www arb ca. qov!ccfcapandt;adejengssmnsmarketassassmem: .

CaBforsis Air Renonrces Banrd

Purpose of
Information Sharing

* Transparency increases market efficiency by informing decision
making and reducing transaction costs

& Symmetric information makes it more difficult for entities to trade
on private information

# Supply and demand information can inform investments in clean
technology and offset projects

* Public able to see how market is working and that covered
entities and offset developers are complying

L ARB 's proposed information sharing is consistent with other
gulatory and voluntary programs

Califorsin Air Resources Board

Information Sharing
Data Elements

514



Allocation

* Annual Industrial Allocation
® No individual entity allocation
® Aggregated total by industrial sector
® Seactors with fewer than 5 entities are grouped under “other”

http:/fwww arb.ca gov/cc/capandtrade/allowance allocation/sector
based_industrial_allocation. pdf

® Electrical Distribution Utilities
® Published on ARB website

hittp:/favew. arb.ca.govicc/capandtrade/all owance allocation/allowan
ceallocation htm

* Staff proposal for additional data:
; -annual allocation detail for POUs

Califorsis Air Revonrce: Basrd

Compliance Obligation Data

* ARB publishes reported and verified GHG emissions by facility
on the MRR webpage

http:/iwww.arb.ca.gov/ccireporting/ghg-rep/ghg-rep.htm

& Staff proposal for additional data:

* Post annually compliance obligation by CITSS entity on ARB
website

Califorais Aiv Revearces Bartd 1 0

CITSS Registrant Data

® Regulation allows release of CITSS entity information, disallows
release of CITSS user information

® Staff propasal:
® |ist entity names

& |f Voluntarily Associated Entity is an individual person, then
list that person’ s name

* Update monthly on ARB website

Califorsis Air Revonrce: Basrd
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Compliance Obligation Data

* ARB publishes reported and verified GHG emissions by facility
on the MRR webpage

http:/iwww.arb.ca.gov/ccireporting/ghg-rep/ghg-rep.htm

& Staff proposal for additional data:

* Post annually compliance obligation by CITSS entity on ARB
website

Califorsis Air Revonrce: Basrd

CITSS Account Balances

® Compliance Account balance is public by Regulation
® Discussion: How often should the balances be published?
® @ g. continuously, monthly, quarterly?

* Limited Use Holding Accounts balances are treated like General
Holding Accounts and are not public

# Discussion: Should Holding Accounts balances be public?

® Staff Proposal:

® Nearterm: update compliance account balances maonthly on ARB
website

® (Once automated in CITSS: update weekly

Auction Related Data

* Some auction related information required to be public by
Regulation

* Annual auction budget and auction reserve price, posted on
December 1
* 60 days prior to each auction - auction notice
* Date and time of Auction
* Auction budget (Current and Advance)
* Attachment A - auction requirements and instructions

® Attachment B — example calculations for bid guarantees,
holding and purchase limits, and auction settlement

Califorsia Air Resources Board
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Auction Related Data (cont.)

* Public Auction Summary Data:
® Total Allowances Available for Sale
* Total Allowances Sold at Auction

® Total Submitted and Qualified Bids Divided by Total Allowances
for Sale

®  Auction Reserve Price
® Settlement Price Per Allowance
® Allowances Purchased by Compliance Entities
® Herfindahl-Hirschman Index
* Bid Price Summary Statistics:
® Maximum Price

* Minimum Price
® Weighted Mean
® Median Pnce

CITSS Transfer Data

® The following transfer ® This information is
information is required optional:
by regulation to be e
. ransrterio rporate
recqr{_ied in CITSS by Associte
participants: Trading Venue (OTC,
Account Number Exchange, Other)
Entity Reference Code Type of Contract (Spot,
- Forward, Future, Other)
Quantity
Price
Currency
Actual or Expected
Settlement Date

Califorsin Air Resources Board

Market Transaction Data
Discussion Questions

* Discussion: What transfer information is useful for an
efficient and transparent market?

* (ptions:
* All individual transactions without account names or
numbers
® All aggregate volume and price information
# Only information on “spot” trades (volume and price)
* Value in volumes related to * zero” price

* Discussion: What is the value of self-reported data if the
information fields are optional?

Califorsin Air Resources Board
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Example Market
Transaction Data Report

{example “spot” trades only)

Califorsin Air Resources Board

Retired Compliance
Instrument Data

* Retired allowances and offsets required to be public by
Regulation

* Staff proposal:
* Retired compliance instruments (vintage and quantity) will
be published annually by entity in the Permanent Retirement
Reqgistry on ARB’ s website after compliance deadlines

Offset Project Data

* Regulation requires an Approved Offset Registry to publish
project listing information including:
® Project location
® Type of project
* Project operator

® Staff Proposal:
® Publish issued offset quantity by project and vintage
® |Jpdated monthly on ARB's website
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Offset Project Data (cont.)

* Regulation requires the Approved Offset Registry to publish:
* Annual verified baseline emissions for each project
* Annual verified emissions reductions for each project
* Final offset project data report providing comprehensive
accounting of GHG reductions and project activities
* A verification statement for each reporting period

* ARB website will link to published offset data reports for

listing, reporting, and verification statements once compliance
offsets are issued in CITSS

Califorsia Air Resources Board

Offset Invalidation Data

* ARB will publish by invalidation risk periods
® (8 or 3 years) by project and vintage on ARB website

® Staff Proposal:

& (Quantity and vintage, by project, of invalidated offsets will be
updated monthly on ARB’ s website

Califorsis Air Revources 'B-nl-i — 2 2

Next Steps

* Staff requests comments on today's presentation and any other
market information release related topics

* All written comments due 5 PM PT, February 8, 2013
http-/fwww. arb.ca.gov/cc/capandirade/meetings/meetings.htm

* Staff will review comments and incorporate suggestions in
releases of market related information

* This is a dynamic process and adjustments can be made as
program matures

Califorsia Air Resources Board
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Additional Information

® Cap-and-Trade Program
http://www arb.ca.gov/cc/capandtrade/capandtrade htm

® Join the cap-and-trade list serve

http/iwoww.arb.ca.govllistserv/listserv _ind.php?listname=capan
dirade

Cafiforsis Air Revonrces Basrd

Contacts

Dr. Steve Cliff, Chief, Climate Change Program Evaluation
Branch

scliff@arb.ca.gov

Ms. Rajinder Sahota, Manager, Cap-and-Trade Frogram
Monitoring

rsahota@arb.ca.gov

Mr. Sean Donovan, Staff, Cap-and-Trade Program Monitoring
sdonovan@arb.ca.gov

Cafiforsis Air Revonrces Basrd

Questions
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Proposed POU Annual Allocation
Posting Timeline (example)

September 1,
2013 (or 12

business day
thereafter)

November 1,
2013 (or 1
business day
thereafier)

business day
thereafter)

December, 9014 Auction

2013

Mid-February,
2014
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AUGUST 28, 2012 — CAP-AND-TRADE TECHNICAL WORKSHOP TO
DISCUSS REFINERY BENCHMARK IN THE SECOND COMPLIANCE PERIOD

Cap-and-Trade Program

Technical Workshop:
Refinery Benchmark for the Second
and Third Compliance Periods

August 28, 2012

Today’s Agenda

* Introduction
Margaret Chu, ARB Staff Lead on Refinery Allocation
* The Carbon Dioxide Weighted Tonne (CWT) Benchmark
Paul Blinde, Ecofys
a. Introduction to the CWT approach
Steam production, use, sale, and purchase
Electricity production, use, sale, and purchases
Hydrogen production
Calcined coke benchmark
Exclusion of atypical refineries from the CWT approach
Determination of the benchmark value

@« o0 oo0o

® Summary and Next Steps

_
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Cap-and-Trade Program and the CWT

® The California Cap-and-Trade Regulation uses the
European Union Emission Trading System’s (EU ETS)
petroleum refining benchmark of 0.0295 allowances per
carbon dioxide-weighted tonne (CWT) as the basis for
allowance allocation starting in the second compliance
period (2015)

® The California Mandatory GHG Reporting Regulation
uses the EU ETS CWT factors (process unit emissions
factors) as the bases for collecting product data to
calculate refinery CWTs

® Additional work needed to further develop the CWT
approach

CWT Adoption and Ongoing Work

= In Resolution 11-32, the Board directed ARB staff to work with
stakeholders to further develop the allowance allocation
approach for the petroleum refining sector and associated
activities for the second and third compliance periods.

= This includes continuing analysis of the CWT approach, as
well as treatment of hydrogen production, coke calcining, and
other activities that may operate under a variety of ownership
structures.

= ARB contracted with Ecofys, which previously supported the
European Commission on benchmarking European refineries,
to support ARB in the application of CWT to California’s Cap-
and-Trade Program, and in the development of other product
benchmarks.

The Ecofys Preliminary Work Product’

* Provides a summary of the development and features of the
CWT approach

* Includes a preliminary analysis of applying the CWT
approach to California refineries using publicly available data

* Provides a starting point for discussions about the application
of CWT in the California Cap-and-Trade Program

* Areas covered: oil refining process and related GHG
emissions, California refinery characteristics, approaches for
benchmarking emissions efficiency, how the CWT method
was developed, how the CWT was adopted in EU ETS,
description of the elements used in the CWT approach
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ECOFYS

sustainable energy for everyane

Cap-and-Trade Technical
Workshop to Discuss Refinery
Benchmark in the Second
Compliance Period

August 28, 2012

9:30 am to 3:00 pm

cal/EPA Headquarters Building, Coastal Hearing
Room

Paul Blinde (p.blinde@ecofys.com)

Some notes before we start

v

Role of Ecofys and its partner UC Berkeley is to support ARB in the

development of product benchmarks. Ecofys is a consultancy in renewable

energy, energy & carbon efficiency, energy systems & markets and energy

& climate policy. Previously we supported the European Commission with

benchmarking European refineries.

> The views and opinions expressed in this presentation do not necessarily
state or reflect those of CARB, the State of California, or any agency
thereof.

> This presentation as well as the report are intended to support stakeholder
interaction, not to prescribe what policy is best for California.

> This presentation refers to benchmarking methodologies owned and
developed by Solomon Associates (referred to as Solomon). The
information in this presentation and the accompanying report about these
methodologies has been obtained through public scurces, in particular
material related to the development of the EU refinery benchmark. Please
refer to Solomon for more detailed information about its products and
services.

Ecofys U.S., InC., & Nevada corporation ("Ecofys US®), its co-author(s), their parent organization(s) o subsidiaries, and their employees.

(eollectively, *Ecofys™) has prepared this presentation for the sole use of the Califomia Alr Resources Board ("CARE") pursuant to an

agreement belween Ecolys US and CARE. The views and oginions of authors expressed In the report do ot necessarly state or reflect

nose of CARE, the State of California, or any agency thereof. ECOfYS MBKES N0 WaITanty, express of implied a5 to the conduct of ECofys
or the contents of this presentation, and Ecofys iability or for the accuracy, isefulness.

of any informatian i this presentation
© ECOFYS | Sustalnable energy Tar evervone 7

Recap

v

Vv

Industrial facilities receive an amount of allowances for free since they may not

be able to pass on costs due to competition within (and across) industries and

with importers, leading to:

— Transition risk: loss of profitability inhibiting investments in emissions
reductions

~  Emissions leakage risk: loss of production market share or new investment to
jurisdictions with lesser climate policies increasing emissions elsewhere

Basing the amount of free allowances on benchmarks, if defined in a sound way,

rewards early action

€O, / unit of activity

*Simplified - not considering true up

SustaTnable eneray Tor everyone
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There are some important considerations to be
made when benchmarking refineries

v

Figure taken fror
m © LBNL

“Refinery” is a generic name that covers a wide variety of installations

—  having different configurations,

in different relative guantities,
from different feedstock (crudes)

The same product can be made through a

variety of routes

Each route has a different CO,
footprints

A single refinery will typically use
several routes

Simple, relatively low energy-intensity

refineries can only exist because there are

complex ones

producing different products (e.g. LPG, gasolines, kerosine, gasoil/diesel and fuel oils),

Simplified diagram

All products are interdependent: a refinery

cannot produce only gasoline

LENL, “Energy Efficiency Improvement and Cost
183, Lawrence Mational Laboratory, Fet

© ECOFYS | |

e
L] e H e
f‘; e

Saving Opportunities for Petroleum Refineries - An ENERGY STAR® Guide for Energy and Plant
2005

SustaTnable eneray Tor everyone

9

Overview of approaches to benchmarking

Prea ey
o s

“CRUDE~ cDU

Based on crude
input (tCO, / bbl
crude oil
processed)

Based on
product output;

simple barrel

approach (tCO,
/ bbl product)

TREATING AN BLENDING.

Other
= Approaches that weight the relative impact of different units (Solomon’s approaches)

> Hybrid approach: benchmark based on crude input corrected for presence of process units
> A separate benchmark for each refinery based on improvement potential

Figure tak

en LENL, “Energy Efficiency Improvement and Cost

© ECOFYS | |

Saving Opportunities for Petroleum Refineries - An ENERGY STAR® Guide for Energy and Plant
2005

from:
Managers * LENL-56 183, Lawrence Berkeley National Laboratary, February

SustaTnable eneray Tor everyone

10

Solomon’s benchmarking methodologies allow comparing
refineries with different sizes and configurations

> The methodologies define generic precess units
> Each process unit has a weighting factor representative of its emissions at a
standard level of performance

> The ‘product’ of each refinery is defined based on these factors
Process unit Throughp: Facto: Weighted throughput
Atmospheric crude distillation a 1 a
Vacuum Distillation b o.85 0.85b
sum a+ 0.85b +..

> A benchmark can now defined in terms

of tCO, / CWT
>
determined on the basis of this

The amount of free allowances can be

benchmark and the amount of CWT of a

refinery

tCo, / CWT

Benchmark

a 6

Refineries

8

© ECOFYS |

525

SustaTnable eneray Tor everyone



General characteristics

> When using the CWT approach, the single '‘product’ of the
refinery is the CWT

> The CWT approach does not prescribe what process units
or process routes should be used

> Refineries using exactly the same type of crude and

producing an identical range of products still could
theoretically get a different CWT

> The CWT approach indirectly allows input differentiation
-> heavier, sourer crude requires more processing and
hydrogen increasing the amount of CWT

© ECOFYS |

T Toreveryone 12

SUstainable

Solomon’s benchmarking approaches

> Based on detailed information provided by companies on refineries’
layouts, feedstock characteristics, operating rates and operating
conditions

> Approaches are known by all major refineries

Approach

Energy Intensity Index (EII®) = Used for the first compliance period of the California Cap-and-Trade

Description
= Detailed approach used for energy benchmarking

Program

Carbon Emissions Index (CEI™) | = Detailed approach for benchmarking greenhouse gas emissions

Complexity Weighted Barrel

(CwB), and

Carbon Dioxide Weighted Tenne

(cwT)

= Simplified approaches that have been developed for regulatory
purposes

= Used in Eurcpe and will be used in the California Cap-and-Trade
Program after the first compliance period

= The EU CWT approach has been adapted to typical operations of
European refineries

= The EU CWT approach is available in public domain, others are not.

© ECOFYS |

ZF ToTEvaryone 13

SUstainable

The CWT approach was adopted in the EU

Year |
2006/2007 | It became clear that the amount of free emission allowances to industrial facilities in the
EU ETS in the peried 2013-2020 would be based on benchmarking
> Europia and CONCAWE (the European sector organizations) developed the CWT approach
2007/2008 pi ; (t pe: 0; ) P pp:
together with Solomon
- European Commission commissioned Ecofys (together with partners) to develop the
allocation methodology in Europe
2000 - Ecofys recommended the use of the CWT approach and worked with Europia/CONCAWE
to refine the approach to make it fully consistent with EU legislation
- CONCAWE obtained the right from Solomon to use the CWT methodology in the EU ETS
= CONCAWE developed a template to collect data required to calculate the benchmark
2009/2010 | > CONCAWE collected data and determined the benchmark
2011 - The CWT approach and benchmark was adopted in EU legislation and entered the public
domain.

! The data underlying the calculation of the CWT factors remained the property of Solomon and
is not publicly available

© ECOFYS |

SUstainable

&v Tor everyone 1 4
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Is it appropriate to use the EU CWT approach and
benchmark in California or are modifications needed?

Certain changes to the approach require input from Solomon, which
requires cooperation with and within industry

© ECOFYS |

Level of detail: definition of process units

Introduction
> The more aggregated, the less the approach takes into account
differences hetween refineries and the less input data are
required
—  Solomon has a comprehensive list of over 150 process units
— For the CWT approach, units have been grouped together
resulting in about 50 process units

Should the definition of process units be changed?

> To a certain extent, this is a policy question:
- How many differences should the approach account for?
- What amount of data input is acceptable?

> Changing the current grouping or doing an assessment of
whether it would be appropriate from a technical perspective to
maodify the grouping would require involvement of Solomon

© Ecorvs | STeGTRsbTe sneray Tor sveryone 16

527



Weighting factors or '"CWT factors’ are used to
weight the contribution of different process units

Introduction

\Y

Each process unit has a weighting factor representative of its
emissions at a standard level of performance

The EU CWT factors have been adapted to typical operations as
well as the fuel mix of European refineries

The EU CWT factors are defined so that throughputs need to be
expressed in metric ton instead of barrels

v

v

Should the CWT factors be changed?

California refineries are used to report in barrels

v

v

The "typical’ California refinery is different from the “typical’
European refinery -> more coking

v

Changing the CWT factors or doing an assessment of whether it
would be appropriate to do so would require involvement of
Soloman

© ECOFYS | Sustalnable energy Tar eve

17

Correction for off-sites and non-crude feedstock

Introduction

\Y

Energy is required to operate the non-process assets (off-sites)
such as tank farms, blending facilities, terminals as well as
ancillary facilities such as effluent treatment.

v

Non-crude feedstock may be fed (relatively) cold to units
downstream of the crude distiller. Energy is required to be bring
them to temperature.

v

To account for this, in Europe, a correction is made based on a
simplified empirical correlation

CWTorreaes = 1.0183 X CWT,pcorreaes + 0.315 x Feed to Crude Distillator + 298

Approach for California?
> Empirical correlation may not reflect California practices

> Current correction and its effect on the allocation is generally
modest

© ECOFYS | EsEaTnable snavay TaT svarvone 18
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The benchmark includes emissions from all heat consumption
and excludes emissions related to any heat export

Needs to include emissions related to all heat consumed
Emissions exclude emissions related to heat exported

Benchmark = -
CWT incl. heat consumption; excl. heat export

> Methodologically, with respect to heat, the benchmark is in line with the
overall allocation methodology

Emissions reparted by Heatimportx  Heatexportx
refinery amission factor  emission factor
{

Emissions

Refinery Refinary Emissions Emissions Emissions in
emissions netof emissions from  associated with  associated with  benchmark
heat. production  heat production  heat impart heat axport

© ECOFYS |

Emissions factors used for heat import and heat export

Europe: est. avg. emissions factor for heat - Europe: est. actual emissions factor of heat
production of all EU refineries (at sector level exporting refinery (representative of actual
does not distinguish between heat produced on performance)

site and heat import)
California: 0.06244 metric ton CO,/MMBtu steam

California: 0.06244 metric ton CO,/MMBtu steam

4
N I
Emissions reported by Heatimportx  Heat exportx
finery emission factor  emission factor
—

2
E-]
&
E
&

Refinery Refinary Emissions. Emissions Emissions in
emissions net of emissions from associated with associated with benchmark
hest. production  heat production heat import heat export

© ECORYS | SostatRablE energy Tor everyone 20

The EU benchmark includes electricity consumption and
exclude electricity production

Needs to include emissions related to all elec consumed
Emissions exclude emissions related to elec. exported

Benchmark = = - -
CWT incl. elec. consumption; excl. elec. export

> So, the benchmark includes all net electricity consumption

Approach in the EU

EU average:0.465 1CO5/MWH

Elec.
As reported consumed x -
according to Actual emission 4~
ARB MRR emissions factor
Share related
Refinery o elec,
specific { consumption
. corraction
H fa
e,
g Allocstion
refer
] \ h
Direct Emissions. Emissions. Emissions in Corrected
emissions  from elec.  relssd to dlec.  benchmark allocation

production  consumption

TRable energy Tor evervone 2 1

© ECOFYS | | sus
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Contrary to in the EU, in California there is compensation
for emissions from electricity production

Energy Self-Generated or Imported?

Produced On-site Imported from Off-site

i
=2 Heat . .
E g Conameg | Direct Allocation Direct Allocation
58
g 8

Electricity . - |Compensation Through
3 Consumed | Direct Allocation | ™"y tion Utiity”

[ Inciude in emissions efficiency benchmarking exercise and final allocation.
Consider in benchmarking work but remove from final direct allocation.

Table taken from: CARE, “Appendix J of the Initial Statement of Reasans of October 2010,” October 2010

nable e
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How to deal with this with the allocation?

Emissions

Correct the allocation
resulting from the This share could form
benchmark the basis for allocation
to distribution utilities
(who need te
compensate refineries)

T Providing direct
Share related to r:lrr;hurser:ent n
elec. purchased the form of
Refinery allowal?ces to
specific refineries would be
correction more efficient.
factor
— Allocation to
refinery

In that case no
correction is

needed
Emissions in Corrected
benchmark allocation
© ECOFYS | ay Tar everyone 23

Determination of the benchmark

EU benchmark does not take into | Alternative: only correct for electricity
account efficiency of on-site purchases and sales
electricity production H

Actual emissions or
based on generic
em. factors.

ARS Acual
MRR  emissians em. factor

Qn-site elec. prod.

Emissions
Ermisgons

Direct  Emissions Emissions Emissions in H Direct  Emissions  Indirect Emissions in

emissions from elec. refated to benchmark emissions associated emissions benchmark
production _ elec. with elec. from elec.
consumption sold  purchased
= Benchmark does not distinguish - Benchmark is dependent on share of
between electricity generated on site electricity produced on site and the
and electricity purchased efficiency of on-site electricity production

> More data requirements in the baseline period

nable e

© ECOFYS |
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Hydrogen is produced both in refineries and
merchant plants

> Allocation should be independent of ownership structure

Benchmark based on CWT factor
Current approach CWT approach for hydrogen production and (EU)
refinery benchmark

-

CWT approach (with adapted Benchmark based on actual

2. Alternative CWT factor for hydrogen
N performance
production)
N Benchmark based on actual performance, exclude hydrogen
3. Alternative

from CWT approach

> Production of liquid hydrogen involves compressing as an additional
production step leading to increased consumption of electricity.
Compensation for additional indirect emissions will be given to electricity
utilities, which in turn will compensate rate payers such as hydrogen
producers

© ECOFYS | Sustalnable eneray Tor everyone 2;
o

Coke can be calcined in a refinery or independent
plant

> Allocation should be independent of ownership structure
> Similar options as for hydrogen

ery Merchant plant
Benchmark based on CWT factor
1. Current approach CWT approach for calcining and (EU) refinery

benchmark

CWT approach (with adapted Benchmark based on actual

2. Alternative .
CWT factor for calcining) performance

Benchmark based on actual performance, exclude coke calcining

3. Alternative
from CWT approach

© ECOFYS | sus
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Exclusion of atypical refineries from the CWT
approach

> The CWT approach is not suitable for atypical smaller refineries

> The definition of “atypical” is not a law of nature

EU definition: atypical refineries do not produce a...

"Mix of refinery products with more than 40% light products (motor spirit
(gasoline) including aviation spirit, spirit type (gasoline type) jet fuel, other light
petroleum oils/ light preparations, kerosene including kerosene type jet fuel, gas
oils)”

> In case a smaller refinery is connected with a nearby larger refinery, these
refineries could be grouped together to form one mainstream facility for
the purpose of applying the CWT methodology (see report)

> Recommend to consider suitability on a case by case basis taking EU
definition as starting point

> How to determine allocation to atypical refineries: energy benchmarking,
simple barrel approach used in first compliance period, other..?

© ECOFYS | EsEaTnable snavay TaT svarvone 27
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California adopted the EU benchmark

Europe

> Benchmark stringency: arithmetic average of
10% installations with lowest emissions
intensity.

> For refineries, this corresponds to 80% of
weighted average emissions intensity

California
General benchmark stringency: 90% of
weighted average emissions intensity
Figure shows indicative results of
preliminary assessment based on data
available; results based on primary data
may deviate substantially
Ideally, the California benchmark would be
based on data from California refineries.
Benchmark is subject to definition of
methedology (see earlier topics discussed in
this presentation)

Upper figure taken from: Lane, M, (Secretary General, CONCAWE),
Lower figure from: Ecofys, “Development of GHG effidency

Presentaty
: ) benchmarks for the distribution of free
ineries — DRAFT WORKING VERSION-,” Prepared for Califernia Alr Resources Board, August 2012

"
]
0 Sector Average: 37.0 -
)

KgCO,/CTW

an Tﬁ 10%
'y

Top 10% average: 20.5

Installations

ion 3t AUIPEC/ CONCAWE Information Excnange Meeting, Tokyo, 31 August, 2011
in the Callfornia Cap- Progra:

90% of weighted average

Facilities

© ECOFYS | |

o
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Thank you for your attention

© ECOFYS |
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Please contact us for more information

Ecofys Netherlands B.V.
Kanaalweg 15G
3526 KL Utrecht
The Netherlands

Paul Blinde
T: +31 (0)30 662-3120

E: p.blinde@ecofys.com

I: www.ecofys.com

Ecofys United States
2005W4th St, Suite 205
Corvallis, OR 97333
USA

T. +1 541 7668200

E: info@ecofys-us.com

© ECOFTS I
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Comments

* ARB is requesting feedback on the preliminary findings as
presented in Ecofys’ draft work product, and areas for
additional studies

* Please submit written comments by September 25, 2012,
at http://mww arb.ca gov/cc/capandtrade/comments.htm
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JULY 30, 2012 — CAP-AND-TRADE TECHNICAL WORKSHOP TO DISCUSS
EMISSIONS LEAKAGE

Public Workshop

Cap-and-Trade Program:
Emissions Leakage
Research and Monitoring

July 30, 2012

Presentation Outline

1. Leakage Background

2. Allowance Allocation Approach for Addressing
Emissions Leakage Risk

3. Tools for Reassessment of Leakage Risk
4. Leakage Monitoring Proposal

- -
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Leakage Background

What is Emissions Leakage?

® Leakage is a reduction in emissions of
greenhouse gases within the State that is
offset by an increase in emissions of
greenhouse gases outside the State

® AB 32 requires ARB to design measures to
minimize leakage to the extent feasible

Who is at Risk for Leakage?

¢ Industries in which production is highly emissions
intensive, leading to high compliance costs

¢ Industries in which competition is strong from out-of-
State producers
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Allowance Allocation
Approach for Addressing
Emissions Leakage Risk

Cap-and-Trade Program
Allocation Approach to Reduce Leakage

® Goals of free allocation
to industry:
= Short-term: Provide a
transition period to smooth
market start-up and
address uncertainty in
evaluation of leakage risk

—

Leakage Prevention’

Level of Allowance Values
Allccated to Industry

= | ong-term: Reduce to a
level of free allocation e

needed to prevent leakage s 2

»

Cap-and-Trade Program
Allocation Approach to Reduce Leakage

(Continued)

® Free allocation will reduce leakage risk by
reducing compliance costs

¢ Allocation approach maintains incentive to
produce in California

® Cap-and-Trade Program allocates based upon
assessed leakage risk and efficiency
benchmarking
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Basis for Leakage
Classification Analysis

® |n developing regulatory methods to address
leakage, ARB examined the following programs:
= European Union’s Emission Trading Scheme (EU ETS)
= American Clean Energy and Security Act of 2009 (ACES)
= Australia’'s Carbon Pollution Reduction Scheme (CPRS)
e EU ETS, ACES, and CPRS all used a variations of
emissions intensity and trade exposure metrics to
develop programs to prevent leakage

How ARB Determined
Sector Leakage Risk

® ARB determined leakage risk for industrial sectors by:
= Defining industrial sectors through activity
= Using a combination of two metrics applied to each sector
— Emissions intensity of production
— Trade exposure (i.e., cost pass-through ability)
* ARB used California's Mandatory Reporting
Regulation (MRR), U.S. Census, and International
Trade Commission data to assess risk

® Staff also requested public input in developing ARB's
leakage prevention mechanisms

Defining Sectors and Activities

® A sector is an aggregation of industrial entities
that produce reasonably homogeneous goods by
reasonably homogenous processes

o Staff used the North American Industry
Classification System (NAICS) at the 6-digit level
(where able) to group industrial activities

= The NAICS 6-digit level is the most disaggregated
classification for manufacturing facilities that is widely
used

= |n most cases, staff used MRR-reported NAICS codes
¢ Leakage risk is assessed by activity, not just
_sector classification




Assessing Emissions Intensity

ARB developed the following metric using MRR and U.S.
Census data to measure the emissions intensity of a
sector:

emissions intensity =
metric tons CO,e / $million value added*

* Value added data from the Annual Survey of Manufacturers and the U.S. Economic
Census

The emissions intensity is categorized into four risk levels:

o High: > 5000 mtCO,e/$M value added

o Medium: 4999 to 1000 mtCO,e/$M value added

o Low: 9990 100  mtCO,e/$M value added
o Very Low: < 100 mtCO,e/$M value adde

Assessing Trade Exposure

ARB uses trade share to measure the trade
exposure of a sector based upon the following:

trade share =
(imports + exports) / (shipments + imports)*

* Imports, exports, and shipments data from the U.S. Census Bureau and the
International Trade Commission

Trade share is categorized into three risk levels:

= High: >19 %
= Medium: 19 to 10%
= | ow: < 10%

Assessing Leakage Risk

ARB classifies leakage
risk into three categories
through combining the
metrics of emissions
intensity and trade
exposure
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Leakage Risk

Classification and Allocations

From_the I_eakage risk Industy Assistance Factor (AF)
classification, an .
industry assistance Compliance Period
factor (AF) is Leakage Risk |  1st 2nd 3rd
determined for use 100% | 100% 100%
among other factors | Medum | 100% | 75% | 50%
in calcglatlng free 100% | 50% 30%
allocations
*1% compliance period: 2013-2014

liance period: 2015-2017

2018-2020 .

Potential to Increase Assistance Factor

® i.e, to increase Industry Assistance Factor (AF)
percentages for Compliance Period
medium- and low- - [goecpgc] ¢ | and | 3u
risk categories for 100% | 100%
the second and
third compliance T | s
periods 50% 30%_/

® Potential way to ease transition into Cap-and-Trade
Program, thereby minimizing leakage risk
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Potential to Increase Assistance Factor

(continued)

No change to classification of leakage risk from
current categories of high, medium, and low

= Research to determine if current risk classification
should be changed (described later)

® No changes proposed to high risk category
(i.e., will not receive more than 100%)

Potential for regulatory change in 2013
Comments are requested in writing

Tools for Reassessment of
Leakage Risk

Reassessment of Sector Leakage Risk

® Per Board Resolution 11-32, ARB staff must

= |nitiate a study to analyze the ability of the
agricultural sector, including food processors, to
pass on regulatory costs to consumers, and

= Recommend to the Board changes to the leakage risk
determinations and allowance allocation approach, if
needed, prior to allocation for the second compliance
period
— Any changes in leakage risk determinations would require
regulatory amendments, which would need to be in place
before industrial allocation occurs on November 1, 2014
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Proposed Research on
Agricultural Sector

® ARB is taking steps to refine the analysis of
emissions leakage within California’s food
processing sector
= With input from the California League of Food
Processors and the Agricultural Council of California,
ARB developed guidelines for the leakage analysis

= Researchers are interested in performing the study, but
are concerned about the willingness of food processors
to provide facility-level data to perform the analysis

Industrial Sector Leakage
Research Efforts

® ARB is sponsoring research efforts to establish a
leakage baseline and to identify data-driven
metrics to establish leakage risk through analysis
of energy prices and trade flows

® Economic researchers with Resources for the
Future and University of California at Berkeley are
here today to discuss these efforts further
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Defining and Measuring Incidence of
Carbon Pricing: Leakage and
Competitiveness Impacts of AB 32

Joshua Linn
Richard D. Morgenstern
Wayne Gray
CARB
July 30, 2012

Q RESOURCES

— ron THE FUTURE

22

The Context

e Carbon pricing will increase the cost of using
energy
= Potentially adverse effects on prices, sales, profits,

* Qutput based rebates in AB 32 have the potential to
offset some or all impacts, possibly overcompensate
e The importance of developing a rigorous baseline
* Interested parties are likely to make conflicting claims

* Limited data will be available in real time, although
the carbon price and energy price are readily observed
= Economic models can provide estimates of likely
consequences of a given carbon price
Q RESOURCES 23

How Can We Develop a Baseline?

e Simulation modeling:

= How does an increase in energy costs affect
equilibrium output and prices by region and industry?

= Because industries are aggregated. this approach is
most useful for broad-scale analysis

e Econometric Analysis:
= TUse past variation in energy prices as a “natural
experiment”

Advantages: confidential plant-level data enables
much more disaggregated analysis. fewer assumptions
on market structure

Q RESOURCES 24

PO THE FUTURE
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California vs US: Changes in Output from $15/ ton of CO2 Tax

=

mUEA

(Morgenstem and Moore 20100

n

RESOURCES 2

PO THE FUTURE

Overview of Econometric Analysis

¢ Use energy prices as proxy for carbon price
(natural experiment)

* Lots of historical variation in energy prices, over time
and across regions
= How do plants respond to energy prices in their own
and neighboring regions?
= Cost metrics include value of shipments. profits,
employment. investment, consumption (output plus
net imports)
e Counterfactual analysis
* Suppose energy prices in CA were higher, how would
plants inside and outside of CA have responded?
= Assess leakage/competitiveness effects of a carbon
rice
e n:lzcuac ES 26

— FOn THE FUTURE

Estimation Details

e Sample
= Assemble data set of plant-year observations that
combines Census (every five years) and Annual
Survey of Manufactures. 1972-2009
e Key variables
= Dependent variables: plant-level output, employment.
profits
= Key independent variables: plant-level electricity and
natural gas prices, plus energy prices in nearby utility
service territories
= Additional control variables: plant. year. industry
fixed effects

e RESOURCES 27

PO THE FUTURE
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Additional Estimation Issues

e Plant energy prices may be correlated with
unobserved factors (e.g.. productivity)
= Use instrumental variables for electricity and gas
prices
e Effects of environmental regulation could be
correlated with energy prices
= Control for environmental expenditures and/or
nonattainment status
e Competitiveness of imports could be correlated
with energy prices

e Estimation and simulations rely on cross-state and
gemporal variation in energy prices
E~'REdOURCES

28
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Correlations Between State Growth Rates

Panel A: Electricity Prices

Arizona California Idaho Nevada Cregon Utah
Califomia 0.63
Tdaho 0.5 056
Wevada 0351 074 031
Orzgon 0.64 056 0.6 047
Utah 050 056 0.68 0353 08
‘Wachington 041 044 04 027 075 041
Panel B: Natural Gas Prices
Arizona California Idaho Nevada Cregon Utah
California 0.68
Idaho 0.48 037
Nevada 04 042 0.x8
Oregon 0.57 033 04 025
Utah 0.61 087 033 028 038
Washimston 0.66 085 041 040 0.6 0.61
o nesounces Source: Caleulated from EIA

Key Datasets

Longitudinal Research Database (LRD)

¢ Manufacturing Energy Consumption Suvey
(MECS)

@ RESOURCES

HE FUTURE

Longitudinal Business Database (LBD)

Standard Statistical Establishment List (SSEL)
Pollution Abatement Control Expenditures (PACE)
Commodity Flow Survey (CFS)
Attainment/nonattainment status by county

Utility Service Territory data
I-O tables

Industries to be Studied

[Brawariss

Induiy Nams 5?:;5 Indusery Namo
[Food Mg 254 ical Praparation Mig.
Jout and Sow Appesel Més inlogical Prod Diagmostic) M.

[Pross (axcopt Nowsprion) Mill

327130 Prpecboasd Mill 5,

324110 Petrol Rafinari 0 [Lims Miz

324190 |4 Othar Petrolam and Coal Products Mfa 0 JGvpsum Prodnct Mfs

325120 [ndustrial Gas i 3 Minaral Wool Mfa.

325185 |A1 Ortnar Binsic Inorganic Chemical Mz 331111 [ron and Stel Mills

325199 |AN Other Basic Crmamic Chamical Mfs. 331221 [Rolled Stesl Shape Mfs.

325311 [Nitroganous Fartiliser M. 331314 [Secondary Smalting and Allyving of Atumime

331511 fron Foundriss 331492 [Secondary Smalting, Rafining. 20d Alloying of
Peafsrrous Motal (sxcept Copper 2ad

333611 [Tusbine aad Turbine Geosrator Set Units Mix. A Tum.y )

@ RESOURCES

HE FUTURE

e

1 [iron Foundriss

1 [Tstine and Turbine Gemesater St Units
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Short-Run and Long-Run Analysis

e Short run
= Short-run includes operational responses within a
year
= Estimate effect of plant’s and regional energy
prices on output. employment, etc.

e Long run

= (Consider longer time horizons using cinquenial
Census years

= Analyze capital stock adjustments using plant
level investment as dependent variable

= Analyze entry and exit by utility territory and year

Q RESOURCES 34

FOH THE FUTURE

Expected Research Outputs

¢ Estimated short-run elasticities of
employment, output, and other metrics w.r.t
energy prices for NAICS industry

e Simulation of short run impact of AB 32 on
plant level output, employment, and
emissions for NAICS industries

e Comparable results for long run analysis

n

Q RESOURCES 3

FOH THE FUTURE

Thank you

Q RESOURCES 36
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Trade exposure and emissions leakage:
measurement and analysis

Meredith Fowlie
UC Berkeley
Mar Reguant

Stanford University
Stephen Ryan
MIT

July 30, 2012

37

ENERGY VINSTITUTE] AT HAAS

The big picture

* Incomplete environmental regulation creates
the potential for adverse competitiveness
impacts and emissions leakage.

* Leakage can operate through multiple
channels:

— Immediate loss of market share to competitors in
unregulated jurisdictions.

— Long run changes in investment/entry/exit
decisions.

ENERGY VINSTITUTE] AT HAAS 38

Three distinct but related objectives

1. Refine/improve upon measures of trade
exposure and trade responsiveness.

2. Establish credible and well substantiated
baseline measures of trade activity for use in
leakage monitoring.

3. Construct precise estimates of key
parameters in economic models used to
model leakage/competitiveness impacts.

39
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Current approach

* Leakage risk assessment is Emissions Trade
[
currently based on two IETED EJC:::::IE
measures: emissions intensity High Medium
and trade exposure. Low
Medium High
. . Medium
+ Rationale: Adverse E Medium
.. . = Low
competitiveness impacts most 3 . High
. . . . ow
likely to manifest in emissions Medium
intensive industries that face Low Low
competition from entities in § High
unregulated jurisdictions. Very Low Medium
Low
EMERGY VINSTITUTE] AT HAAS 'IU

Current metric

* Trade share used to identify sectors facing
competition from unregulated entities:

_ foreign imports; + foreign exports;

Si " . .
shipments; + foreign imports;

* Seemingly simple metric difficult to construct
using publicly available data.

ENERGY VINSTITUTE] AT HAAS -I].

Overcoming immediate data challenges

* Limitations of public data well documented by ARB staff:
— State level data on imports and exports unavailable.
— Regional trade data are aggregated to 4 digit NAICS.
— No per unit price data.

* We propose to use transaction-level and establishment
level data to more accurately construct trade share metric.

Key data sets include:
— Annual Survey of Manufactures (ASM)
— Census of Manufactures (CM)
— Longitudinal Firm Trade Transaction Database
— Data collected from trade organizations.

v
ENERGY VINSTITUTE] AT HAAS -I-
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Refining measures of leakage risk

* Current trade share metric is an imperfect measure of
carbon cost pass through potential.

* Some potential shortcomings of current approach:
— Treats all imports/exports and sourcing strategies equally.
— Ignores interstate, intra-national trade.
— Ignores structural differences across industries.

* Census data and econometric modeling can be used to
construct and evaluate alternative measures of trade
exposure and trade responsiveness.

ENERGY VINSTITUTE] AT HAAS 43

Three distinct but related objectives

1. Refine/improve upon measures of trade
exposure and trade responsiveness.

2. Establish credible and well substantiated
baseline measures of trade activity for use in
leakage monitoring.

3. Construct precise estimates of key
parameters in economic models used to
model leakage/competitiveness impacts.

ENERGY VINSTITUTE] AT HAAS 44

Baseline measures of trade activity

* Experiences with other cap-and-trade programs have
demonstrated the importance of establishing a credible
baseline against which to measure ex post observed
outcomes.

* Future measures of production and trade activity can
be compared against baseline measures in order to
identify the effects of carbon policy.

* Comparing measures both across jurisdictions and
across time helps to control for other confounding
determinants of trade activity

th

ENERGY VINSTITUTE] AT HAAS 'I
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Baseline measures an essential input
to leakage monitoring going forward

* Surprisingly little is known about trade
flows/sourcing strategies in EITE industries.

* Transaction-level and establishment-level Census
data (covering 1995-2012) will allow us to
measure short-term and long-term trends in:

— Industry-specific, state-specific import and export
shares and intensity.

— Sourcing strategies by state/industry.

— Determinants of firm-level sourcing decisions.

ENERGY VINSTITUTE] AT HAAS 46

Baseline measures of trade responsiveness

* Trade responsiveness parameters capture
response of trade flows to relative changes in
operating/supply costs?

* These parameters are essential inputs to
economic modeling of emissions leakage.

* Existing parameter estimates are very imprecise.

* Highly disaggregated data can be used to
estimate these parameters with unprecedented
precision.

-
ENERGY VINSTITUTE] AT HAAS 4

Econometric Estimation approach

» Estimate trade responsiveness parameters at industry and
state/regional level.

« Control for time varying factors that can shift the demand for
imports/exports, including industry specific GDP, measures of
construction activity, domestic energy costs, currency exchange
rates, etc.

* Use naturally occurring, exogenous variation in transportation costs
(freight rates), exchange rates, ad valorem duties to identify how
imports and exports respond to changes in relative operating costs.

* Because economic and market shocks are often associated with
time lags, specifications will accommodate lagged responses.

ENERGY VINSTITUTE] AT HAAS 48
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Three distinct but related objectives

1.

ENERGY

Refine/improve upon measures of trade
exposure and trade responsiveness.

Establish credible and well substantiated
baseline measures of trade activity for use in
leakage monitoring.

. Construct precise estimates of key

parameters in economic models used to
model leakage/competitiveness impacts.

49

INSTITUTEY AT HAAS

Improved modeling of policy impacts

ENERGY

Economic modeling of the impacts of carbon
policies is highly sensitive to demand elasticities
and trade responsiveness parameters.

Census data allow us to estimate these
parameters with unprecedented precision.

Economic models can be recalibrated in order to
more accurately capture short run impacts of
AB 32 on plant level sourcing strategies, trade
flows, industry profits, and emissions leakage.

INSTITUTEY AT HAAS

summary

ENERGY VINSTITUTE] AT HAAS

Leakage works through changes in relative production,
investment, and trade flows which are observable in
principle.

High resolution, high quality census data, together with
state-of-the-art analytical techniques, can be used to
construct detailed measures of production activity,
trade activity, and trade responsiveness in EITE sectors.

These measures can be used to assess relative leakage
potential, calibrate economic simulation models, and
serve as a henchmark for analysis going forward.

n
iy
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Opportunity to ask Questions about
Leakage Research

Leakage Monitoring
Proposal

Leakage Monitoring Need

@ Ability to measure and monitor leakage in a timely
manner is essential to the success of the Cap-and-
Trade Program and ARB’s other efforts to address
climate change

® Per Board Resolution 11-32, ARB staff are directed
to continue to review information concerning the
emissions intensity, trade exposure, and in-State
competition of industries in California
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Leakage Monitoring Proposal

® To better monitor leakage, staff is proposing to
collect the following facility-level economic data
from industry, possibly through MRR:
= Total value of product shipped and other receipts;
= Annual payroll before deductions;
= Total capital expenditures;
= Cost of materials, parts, packaging, fuels, and electricity;
= Number of production workers and other employees.
® Collection of these data would allow for timely
monitoring of leakage, which would allow ARB to
refine or develop policies to minimize leakage

Data Confidentiality

® All non-emissions data collected under this
proposal for the purpose of evaluating
emissions leakage would be held as
confidential information, pursuant to California
Code of Regulations sections 91000-91022

® In addition, staff is exploring U.S. Census
methods for handling confidential business
information

Current Availability of Data

® Staff has investigated several state and federal
agencies that collect data that may indicate leakage
= California agencies
= Employment Development Department
- Board of Equalization
~ Franchise Tax Board
= California Energy Commission
* Federal agencies
— Bureau of Labor Statistics
— Internal Revenue Service
~ Energy Information Administration
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Current Availability of Data

(continued)

® Although some of these agencies collect data that
may be useful in a leakage analysis, none of them
collects all the necessary data
= Some agencies may have different methodologies and

definitions in data collection

®* Some of these agencies have rigorous regulatory
and statutory restrictions on access to the
disaggregated data due to issues of confidentiality

* ARB needs data disaggregated to at least the 6-digit
NAICS code level

= Most of these data are only available at highly aggregated
levels

CARB Leakage Monitoring Proposal

Wayne Gray
Clark University
CARB Leakage Workshop
July 30, 2012

59

Leakage Monitoring Goals

Important to address leakage

— Impacts on California economy

— Limits the actual aggregate reductions in GHG
Important to address leakage efficiently

— Likely to be variations across industries

— Avoid over- or under-correction
Assistance Factors

— Free allocations to reduce leakage risk

— Based on emissions intensity and trade exposure
— Interaction of El and TE factors

Decreasing Assistance Factors over time

— Highest leakage risk group gets 100% free

— Middle, low groups get declining % free

60
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Census Research

RFF project — energy price differences

— Historical variations in energy prices

— Cross-state and international energy price differences

— Impacts on output, employment, and profits

— Comparison of outcomes in CA vs. other states

— Models differences in impacts across EITE industries

UCB project — trade exposure

— Detailed Census data on exports and imports

— Focus on international effects

— Better measures of trade exposure

— Models differences in trade responsiveness across
EITE industries

61

Census Research

Census Data

— Long history of detailed establishment-level data
— National data - California and surrounding states

— International — trade flows, energy prices

— Allows estimation of econometric models

— Short- and long-run responsiveness

— But not timely data — several years old

Results predict differences in sensitivity of EITE
industries to impact of A.B. 32

— Could test for significant differences in impact

— Could also test for overall level of impact

— Could adjust Assistance Factors (groups and levels)

62

Leakage Monitoring Project

Collect annual data from all MRR reporters
Questions based on Census questions

— Output and specific products

— Labor inputs, capital investment, materials

— Additional information on energy usage and costs
Much more timely data to address leakage

Provides larger sample size of California facilities
— But doesn’t contain non-California facilities
Comparable data not available elsewhere

— Range of information from single source
— Consistency with Census data questions

63
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Specific Data Requested

1. SALES, SHIPMENTS, RECEIPTS, OR REVENUE
A. Total value of products shipped and other receipts ($000)
B. Top three (highest-revenue) product categories
Product category MNAICS code  value of shipments
i. ($000)

i. ($000)
i, (S000)

64

Specific Data Requested

2. EMPLOYMENT AND PAYROLL
Production workers All workers
A. Number for pay period
Including March 12
B. Annual payroll before deductions ($000) ($000)
(exclude employer’s cost for fringe benefits)

3. CAPITAL INVESTMENT

A Total capital expenditures for new and used
buildings, machinery and equipment ($000)
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Specific Data Requested

4. MATERIALS AND ENERGY

A. Cost of materials, parts, containers,
packaging, etc.; cost of products bought

and sold without further processing ($000)
B. Total fuels and electricity spending ($000)
Cost Quantity Consumed
i. Electricity (5000) (D00 kwh)
ii. Natural Gas (5000) (Mbtu)
jii. Other (type) ($000) (Mbtu)
iv. Other (type) (5000) (Mbtu)
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Leakage Monitoring Analysis (1)

* Direct measures at establishment level
— Annual measures of output and employment
— Annual measures of energy costs and usage

* Ability to examine changes over time
— Variation in annual changes across EITE industries
— Variations in changes within industry
— Variations in energy costs within and across industries

* California only — some comparisons possible
— BLS-CES — national employment, detailed industries
— BLS-QCEW — state employment, less industry detail
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Leakage Monitoring Analysis (2)

* Test research predictions from historical data
— Census research predicts industry responsiveness
— Compare industry-level outcomes to predictions
— Identify variation in outcomes within industry
— Identify variation in energy cost/usage

* |dentify outcome deviations (actual — predicted)
— Average impact across all industries
— Impact on specific industries
— Impact on establishments within industries

* Analyze data to explain deviations
68

Leakage Monitoring Analysis (3)

* Long-run analysis (eventually)
— After accumulating multiple years of data
— Variation in output, employment changes over time
— Distribution of changes in industry’s energy costs

* Possible to expand research analysis
— Taking advantage of similarity to Census questions
— Combine Post-AB 32 results with Census research

Re-estimate research models
— More precise estimates of impacts on industries
— Identify changes in industry parameters over time
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Leakage Monitoring Program Results

* Provides detailed data relatively quickly
— Much quicker than waiting for new Census data
— Much more industry detail than published sources
— Can identify differences in outcomes within industry

* Comparable to Census data
— Reduces respondent burden (familiar questions)

* Permits multiple layers of analysis
— Comparisons of outcomes across industries
— Deviations from Census research predictions
— Eventual updating of Census research results

70
Thank you
71
Opportunity to ask Questions about
Leakage Monitoring Proposal
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Comments

* Staff is requesting feedback on the following:
= Potential increase in assistance factors for medium and
low leakage risk categories

= Proposal to collect facility-level economic data as a
major means by which to monitor for leakage, especially

® Collecting the data through Mandatory Reporting Regulation
® Suggestions for additional data to collect
* Please submit written comments by August 30,
2012 at:
http://www.arb.ca.gov/cc/capandtrade/comments.htm
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