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Page 72 of the text filed on March 29, 2019, in the above reference matter, contains an error. The filed text 
states the wrong budget year in one place in section 95894(d). The filed text should have included budget year 
2020, not 2021. Section 95894( d) is corrected to read: 

(d) Allocation to Legacy Contract Generators without an Industrial Counterpaity. Legacy contract 
generators not covered by section 95894(c) may receive allowance allocation only for budget years 2020 
through the life of the legacy contract. 

Attached is a copy of the applicable Form 400 and corrected pages of the regulation text. Please ensure that the 
corrected regulation text and this communication are retained with the original, endorsed Form 400 text in your 
records for the above referenced file number. 

Please contact me directly if you have any questions. 

Thank You, 

Encl: Endorsed orm 400 
Corrected Text (1 Page) 
ARB Correction Request 
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{d) 

activity conducted by the legacy contract counterparty or the entity in a direct 

corporate association with the legacy contract counterparty; and 

TnwUpt 11 
n t 2,HtJ trucui, 

Where: ... 
"01c,t-2" is the legacy contract qualified thermal output.,, in MMBtu.._ sold under a 

legacy contract in the data year two years prior to year "t," as reported under 

MRR; 

"Bs" is the emissions efficiency benchmark per unit of legacy contract qualified 

thermal output, 0.06244 California GHG Allowances/MMBtu thermal; 

:'.G~~"cat-2" is the i-s--#IB cap adjustment factor for the budget year two years 

prior to year "t" as specified in Table 9-2. The subscript "a" designates the · 

activity conducted by the legacy contract counterparty or the entity in a direct 

corporate association with the legacy contract counterparty: and 

Allocation to Legacy Contract Generators without an Industrial Counterparty. 

Legacy contract generators not covered by section 95894{c) may receive 

allowance allocation only for budget years 2020 through the life of the legacy 

contract. 

(1) For stand-alone generation facilities that are legacy contract gener'ators 

without an industrial counterparty. allowance allocation is calculated by the 

following equation: 

Where: 

§ 95894. Allocation to Legacy Contract Generators for Transition Assistance. 72 



--------~ ' CALIFORNIA l ~ AIR RESOURCES BOARD 

Gavin Newsom, Governor 
Jared Blumenfeld, CalEPA Secretary 

Mary D. Nichols, Chair 

TO: Office of Administrative Law 
300 Capitol Mall, Suite 1250 
Sacramento, Cal ifornia 95814 

FROM: Ben Carrier 
Senior Attorney 
California Air Resources Board 

DATE: July 23, 2019 

SUBJECT: ERRATA TO TITLE 17, CALIFORNIA CODE OF REGULATIONS, CHAPTER 1, 
ARTICLE 5, SECTION 95894 

The California Air Resources Board (CARB) requests that the following typographical error be 
corrected in Title 17, California Code of Regulations (CCR), Chapter 1, Article 5, section 
95894, which is part of the California Cap on Greenhouse Gas Emissions and Market-Based 
Compliance Mechanisms Regulation (Cap-and-Trade Regulation). The Office of 
Administrative Law (OAL) filed the most recent amendments to the Cap-and-Trade 
Regulation with the Se cre tary of State on March 29, 2019 (Register 20 19, No. 15-Z). The 
Cap-and-Trade Regulation amendments became effective on April 1, 2019. 

The error concerns subsection (d) of section 95894, which states: 

(d ) Allocation to Legacy Contract Generators without an Industrial Counterparty. Legacy 
contract g e nerators not covered by section 95894(c) may receive allowance allocation 
only for budget years 2021 through the life of the legacy contract. 

CARB requests that this subsection be corrected as follows via an errata change (the 
typographical error is indicated in strikethrough text and the corrected insertion in 
underlined text): 

(d) Allocation to Legacy Contract Generators without an Industrial Counte rparty. Legacy 
contract generators not covered by section 95894(c) may receive allowance allocation 
only for budget years ~2020 through the life of the legacy contract. 1 

1 The corrected version of the page of the Final Regulation Order (i.e., p. 72) that includes 
the relevant portion of section 95894(d) is included as Attachment 1. 

arb.ca.gov 1001 I St reet • P.O. Box 2815 • Sacramento, California 95812 (800) 242-4450 
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The rulemaking record for the amendments to the Cap-and-Trade Regulation clearly 
demonstrates that the use of the term "2021" in the CCR version of section.95894(d) is a 
typographical error, and that it should be corrected to "2020". 

Specifically, CARB initially proposed a version of section 95894(d) in it s 45-Day Proposed 
Amendments to the Cap-and-Trade Regulation that stated that relevant legacy contract 
generators may receive allowance allocation starting in budget year "2021 ". 2 At the 
November 2018 Board hearing on the 45-day Proposed Amendments, a stakeholder 
requested that a 15-day regulatory change provide allocation for the third compliance 
period, which is 2018-2020.3 Additionally, Board Vice Chair Sandra Berg recommended that 
staff look at CARB's approach to legacy contract allocatio n and ensure that it keeps both 
parties equally at the table. 4 

In response to this Board and stakeholder feedback, CARB's subsequent 15-Day Proposed 
Amendments to the regulatory text amended section 95894 to state "2020" instead of 
"2021 ". 5 The 15-Day Amendments also included an amendment to sections 95894(d)(1) and 
(2), which indicate that, "[f]or budget year 2020," legacy contract generators are eligible for a 
true-up for t he 2018 and 2019 budget years. As the Notice for the 15-Day Amendments 
states, "Section 95894(d) is modified to provide transition assis tance to legacy contract 
generators without industrial counterparties for the third compliance period. The transition 
assistance would be provided as vintage 2020 allowance allocation, including true-up 
allowance allocation for the 2018 and 2019 budget years." 6 There is no allocation for the 
third compliance period after 2020. 

At the December 2018 Board hearing on the Cap-and-Trade Amendments, CARB staff 
indicated in its PowerPoint presentation to the Board that t he 15-Day Amendments included 

2 Attachment 2, 45-0ay Proposed Amendments to the Cap-and-Tra de Regulation, section 
95894(d), pp. 72-75, available at: 
https://ww3.arb.ca.aov/regact/ 2018/capandtrade 18/ct18pro.pdf? ga=2. 96413596.1 8664313 
65.1563212725-1514349551.1555615113. 
3 Attachment 3, November 2018 Board Hearing Transcript, at p. 239, available at: 
https://ww3.arb.ca.gov/ board/mt/2018/ mt 111518.pdf? ga=2.267 420550.9022261.15627121 
15-1514349551.1555615113. 
4 Attachment 3, id. at p. 262. 
5 Attachment 4, 15-Day Proposed Amendments to t he Cap-and-Trade Regulation, section 
95894(d), pp. 30-32, available at: 
https://ww3.arb.ca.gov/regact/ 2018/capandtrade1 8/ct1 Sdayregtext.pdf? ga=2.189287971.9 
022261 .156271 2 11 5-1 514349551.155561511 3. 
6 Attachment 5, Notice for 15-Day Proposed Amend ments, at p. 1 1, available at: 
https://ww3.arb.ca.gov/regact/ 2018/ca pandt rade1 8/ct1 Sdaynotice.pdf? g a= 2.95323028.902 
2261.1562712115-1514349551.1555615113. 
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the addition of third compliance period allocation for legacy contract generators. 7 The CARS 
staff providing the presentation also stated orally at the hearing that the 15-day 
Amendments provide allocation for the third compliance period. 8 Additionally, a stakeholder 
at the December hearing indicated its understanding that the proposed amendments would 
provide transition assistance for the third compliance period.9 Board members were present 
for the staff PowerPoint presentation, oral presentation, a nd stakeholder comments. 

The Board then adopted the Cap-and-Trade amendments package, including the 15-Day 
Amendments to section 95894(d), that same day (i.e., December 13, 2018). CARB's Final 
Statement of Reasons for the amendments indicated that, while the 45-day Amendments 
would have only provided allocation after 2020, the 15-day Amendments added allocation 
for 2018-2020 through a vintage 2020 allocation. 10 

In sum, the rulemaking record indicates that the 15-day Amendments revised section 
95894(d) to state that allocation would be provided starting in 2020. CARB staff, the Board, 
and stakeholders all contemporaneously understood the Cap-and-Trade Amendments to 
accomplish this goal. However, the number in subsection (d) was mistakenly printed as 
"2021" in the Final Regulation Order, due to a Staff error in merging the 45-day and 15-day 
Proposed Amendments. The use of the term "2021" in the Final Regulation Order is a 
typographical error. Making the change requested in this letter will correct the Cap-and­
Trade Regulation to reflect t he amendments as proposed t o and adopted by CARB. 

Please call me at (916) 327-5986 if you have any q uestions regarding this matter. 

7 Attachment 6, Staff Presentation on Cap-and-Trade Amendments, December 2018 Board 
Hearing, at slide 15, available at: https://ww3.arb.ca.gov/board/books/2018/121318/18-10-
6pres.pdf? ga=2.268864121. 9022261 .1562712115-1514349551.1555615113. 
8 Attachment 7, December 2018 Board Hearing Transcript, at p. 17 4, available at: 
https://ww3.arb.ca.gov/board/mt/2018/ mt121318.pdf? ga=2.67658393.9022261.156271211 
5-1514349551.1555615113. 
9 Attachment 7, id. at p. 179. 
10 Attachment 8, Final Statement of Reasons for Cap-and-Trade Amendments, at p. 377, 
available at: 
https://ww3.arb.ca.gov/regact/2018/capandtrade 18/ct1 Sfsor.pdf? ga=2.28330804.9022261. 
1562712115-1514349551.1555615113. 
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(d) 

( 1) 

activity conducted by the legacy contract counterparty or the entity in a direct 

corporate association with the legacy contract counterparty: and 

Where: 

" 0 1c.1-2" is the legacy contract qualified thermal output., in MMBtu.L sold under a 

legacy contract in the data year two years prior to year "t," as reported under 

MRR; 

"Bs" is the emissions efficiency benchmark per unit of legacy contract qualified 

thermal output, 0 .06244 California GHG Allowances/MMBtu thermal : 

*** 

~~'.:"ca.1-2" is the +s--#l-e cap adjustment factor for the budget year two years 

prior to year "t" as specified in Table 9-2. The subscript "a" designates the 

activity conducted by the legacy contract counterparty or the entity in a direct 

corporate association with the legacy contract counterparty; and 

*** 

Allocation to Legacy Contract Generators without an Industrial Counterparty. 

Legacy contract generators not covered by section 95894(c) may receive 

allowance allocation only for budget years 2020 through the life of the legacy 

contract. 

For stand-alone generation facilities that are legacy contract generators 

without an industrial counterparty. allowance allocation is calculated by the 

following equation: 

Where: 

§ 95894. Allocation to Legacy Contract Generators for Transition Assistance. 72 
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(d) 

*** 

~"ca 1" is the cap adjustment factor for the legacy contract counterparty or 

entity in a direct corporate association with the legacy contract counterparty 

for budget year "t" as specified in Table 9-2. The subscript "a" designates the 

activity conducted by the legacy contract counterparty or the entity in a direct 

corporate association with the legacy contract counterparty; and 

Where: 

*** 

"01c,1-2" is the legacy contract qualified thermal output in MMBtu.1 sold under a 

legacy contract in the data year two years prior to year "t," as reported under 

MRR; 

"Bs" is the emissions efficiency benchmark per unit of legacy contract qualified 

thermal output, 0.06244 California GHC, Allowances/MMBtu thermal; 

*** 

~ 2"ca.1-2" is the i-&-th-e cap adjustment factor for the budget year two years 

prior to year "t" as specified in Table 9-2. The subscript "a" designates the 

activity conducted by the legacy contract counterparty or the entity in a direct 

corporate association with the legacy contract counterparty; and 

*** 

Allocation to Legacy Contract Generators without an Industrial Counterparty. 

Legacy contract generators not covered by section 95894(c) may receive 

allowance allocation only for budget years 2021 through the life of the legacy 

contract. 

§ 95894. Allocation to Legacy Contract Generators for Transition Assistance. 72 



( 1) 

(2) 

For stand-alone generation facilities that are legacy contract generators 

without an industrial counterparty, allowance allocation is calculated by the 

foiiowing equation: 

Where: 

"At" is the amount of California GHG allowances directly allocated to the 

legacy contract generator without an industrial counterparty for legacy 

contract emissions from budget year "t." This value shall only be calculated 

if the entity meets the eligibility requirements. pursuant to sections 95894(a) 

and 95894(b), and is covered by the Cap-and-Trade Program during the 

compliance period containing year "t"; 

"EEm1c" is the emissions reported, in MTCO2e1 associated with electricity sold 

under the legacy contract in 2012; and 

"ct" is the cap adjustment factor for budget year "t" to account for cap decline 

as specified in Table 9-2. 

For legacy contract generators without an industrial counterparty not subject 

to either section 95894(c) or section 95894(d)(1), allowance allocation is 

calculated by the following equation: 

Where: 

"At" is the amount of California GHG allowances directly allocated to the 

legacy contract generator without an industrial counterparty, for legacy 

contract emissions from budget year "t." This value shall only be calculated 

if the entity meets the eligibility requirements, pursuant to sections 95894(a) 

§ 95894. Allocation to Legacy Contract Generators for Transition Assistance. 73 



(e) 

and 95894(b ), and is covered by the Cap-and-Trade Program during the 

compliance period containing year "t"; 

"01c" is the legacy contract qualified thermal output, in MMBtu, sold under a 

legacy contract in data year 2012, as reported pursuant to MRR; 

"E1c" 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 legacy contract qualified 

thermal output. 0.06244 California GHG Allowances/MMBtu: and 

"ct" is the cap adjustment factor for budqet year "t" to account for cap decline 

as specified in Table 9-2. 

Legacy Contract Natural Gas True-up Allocation. Entities that received 

allowance allocation pursuant to section 95894 for vintage years 2015-2017. 

used natural gas rates subject to CPUC jurisdiction as part of their legacy 

contract pricing, and had a percentage of their vintage 2015-2017 legacy contract 

transition assistance discounted to reflect anticipated compensation for GHG 

costs in rates corresponding with the natural gas consignment percentage shall 

receive a legacy contract natural gas true-up allocation that equals the total 

quantity of allowances that were discounted from the vintage 2015-2017 

allocations. This legacy contract natural gas true-up allocation shall only be 

provided in 2019 with vintage 2020 allowances. Entities shall receive this true-up 

allocation as a legacy contract generator with an industrial counterparty or a 

legacy contract generator without an industrial counterparty, as applicable, 

regardless of their current eligibility for legacy contract transition assistance 

pursuant to sections 95894(a)-(d). Legacy contract counterparties will have 

§ 95894. Allocation to Legacy Contract Generators for Transition Assistance. 74 



vintage 2020 allocation adjusted by the legacy contract natural gas true-up 

allocation pursuant to section 95891 (e). 

feiill Data Sources. In determining the appropriate values for section§ 95894(c)-(e), 

the Executive Officer may employ all available data reported to ARB under MRR 

and all other relevant data, including invoices, that demonstrate the amount of 

electricity and legacy contract qualified thermal output sold or provided for off-site 

use does not include a carbon cost in the budget year for which Uthe legacy 

contract generator is seeking an allocation. If necessary, the Executive Officer 

will solicit additional data to establish a representative allocation. The operator of 

the legacy contract generator with an industrial counterparty or legacy contract 

generator without an industrial counterpartv must provide the additional data 

upon request by the Executive Officer. 

fe-1.UU Contract Expiration or Generator Closure. Once a legacy contract expires or the 

legacy contract generator with an industrial counterparty or legacy contract 

generator without an industrial counterparty closes operations, the generator will 

no longer be eligible for free allocation pursuant to 95890(e), and 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 

§ 95911. Format for Auction of California GHG Allowances. 

(a) Auction Bidding Format. 

*** 

(4) Entities registered into the California Cap-and-Trade Program must submit 

bids in whole U.S. dollars and whole cents. 

*** 

(c) Method for Setting the Auction Reserve Price. 

*** 

§ 95911 . Format for Auction of California GHG Allowances. 75 
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239 

Calif o rnia has mo re years o f a much steeper cap under its 

built. Thank y o u very much. 

NS . SHROPSHIRE: Goo d afternoon , Chair Nicho ls 

and members o f the Bo a rd. My name is Ro b in Shro pshire. 

And I'm here t o day representing Pan a ch e Energy Ce nter. 

I plan t o be brief t o da y, but want e d t o let y o u 

kn ow that Panache agrees t o continue t o work with o ur 

utility c o u nte rparty in g oo d faith t o try t o find a 

contract s o luti o n. One o f the imp o rtan t g o als o f tho se 

nego tiati o ns is t o ensure a carbo n pri c e sig na l is 

ac curately refl ec ted in ~he energy pri ce . 

12 Having said tha~, we're here t o as k you f o r he lp . 

13 Our simple request is that the 15-day package includes 

14 transiti o n assistanc e f o r the third c ompl iance peri o d . 

15· Se condly, tha t hist o ri cal l y it' s bee n demo nstrated to be 

16 effec tive for Board members t o pa rt ic ipate in the 

17 discussi o ns between counterpa rties. We reques t tha t in 

18 the c o ntinu e d n eg o tiati o ns t hat a Bo a rd member participate 

19 t o h elp move t his f o rward. 

2 0 

2 1 

22 

23 

24 

25 

Then las t , if in the i f in six months a 

res o luti o n has n't o ccurred, that in the next ru l emaki ng 

relief is pro vided by taking all o wances from o ur 

c ounterparty t o c o ver emis s i o ns. I know that b o th the 

Bo ard and staff are eage r to get beyond t h is. 

And I j ust wan t t o thank y o u f o r y o ur suppo rt . 

J&K CO URT REPORTING, LLC 91 6 .4 7 6 .3 171 
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25 

said this the l a st -­

CHAIR NI CHOLS : Yeah , I was ab o u t to say, it's 

26 2 

like I want t o send y o u t o y o ur r oom, k ids , i f y o u do n ' t 

st op figh:in g . 

(Laugh te r. ) 

CHA IR NI CHOLS : I thin k we d i d that l ike t hree o r 

f o ur t imes ago . 

VI CE CHAIR BER G: We d i d that last time . 

So , s t aff, y o u kn ow, please l oo k at what we ' re 

do ing. Ma ke sure tha t it keeps bo th p arties equally to 

the table . And that wo uld be my re comme ndat i o n . 

~h a nk y o u. 

CHAIR NI CHOLS : Any o the r comm e nts ? 

Ye s . 

ASS EMBLY MEMB ER GARCIA: Thank y o u , Ma dam Chai r . 

And thank y o u, Rajinde r, f o r ccve ring tho s e six p o in t s. 

So me o f ttem were part of ques t i o ns tha t I was g o ing t o 

raise . 

An d , y o u kn ow, I ' m qu i te surpr i sed we d on't ha v e 

t wi ce as ma ny pe o ple in line t o speak, given that t he r e 

ha s been a n asse rti ve effo rt i n f ac t, I o pe n ed t he 

mailbo x h e re and it 's the Califo r nians f o r Co st 

Co ntainme nt targeted ad ver tiseme n t tha t man y who are here 

l oo k q uite differen t in p i c tur e s , but --

(Laughte r. ) 

J &K COU RT REPORTIN G, LLC 9 1 6 .4 7 6 . 317 1 
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(C) Itemizing any use of allocated allowance auction proceeds on 

administrative and outreach costs and educational programs described 

in section 95893{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. 

§ 95894. Allocation to Legacy Contract Generators for Transition Assistance. 

(d) 

( 1) 

*** 

Allocation to Legacy Contract Generators without an Industrial Counterparty. 

Legacy contract generators not covered by section 95894(c) may receive 

allowance allocation only for budget years 2024Q through the life of the legacy 

contract. 

For stand-alone generation facilities that are legacy contract generators 

without an industrial counterparty, allowance allocation is calculated by the 

following equation: 

A.- (£Emu >< e.) 

Ac = (EEmrc x c.) + TnLeUvcn 

Where: 

"At" is the amount of California GHG allowances directly allocated to the 

legacy contract generator without an industrial counterparty for legacy 

contract emissions from budget year "t." This value shall only be calculated 

if the entity meets the eligibility requirements 1 pursuant to sections 95894{a) 

and 95894(b), and is covered by the Cap-and-Trade Program during the 

compliance period containing year "t"; 

"EEm1c" is the emissions reported, in MTC02e
1 

associated with electricity so ld 

under the legacy contract in 2012; and 
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"ct" is the cap adjustment factor for budget year "t" to account for cap decline 

as specified in Table 9-2. 

'TrueUpce3" is the amount of true-up allowances allocated from budget year 

2020 to account for allocation not properly accounted for in prior allocations. 

This value of allowances from budget year "t" shall be allowed to be used for 

compliance for budget year t-2 and subsequent years pursuant to sections 

95856(h)(1 )(0) and 95856(h)(2)(D). For budget years 2021 and beyond, 

"TrueUpce3'' is equal to zero. For budget year 2020, this value is calculated 

by the following equation: 

2019 

Tnletrncez = b EEm1c x c, 
t=2018 

For legacy contract generators without an industrial counterparty not subject 

to either section 95894(c) or section 95894(d)(1). allowance allocation is 

calculated by the following equation: 

A.. (EQ:; )( Ii',; I f&.; )E B_.) )E e.-) 

Where: 

"At" is the amount of California GHG allowances directly allocated to the 

legacy contract generator without an industrial counterparty. for legacy 

contract emissions from budget year "t. " This value shall only be calculated 

if the entity meets the eligibility requirements. pursuant to sections 95894(a) 

and 95894{b), and is covered by the Cap-and-Trade Program during the 

compliance period containing year "t": 

§ 95894. Allocation to Legacy Contract Generators for Transition Assistance. 31 



(o~ 

"01c" is the legacy contract qualified thermal output, in MMBtu, sold under a 

legacy contract in data year 2012, as reported pursuant to MRR; 

"E1c" 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 legacy contract qualified 

thermal output 0.06244 California GHG Allowances/MMBtu; and 

"ct" is the cap adjustment factor for budget year "t" to account for cap decline 

as specified in Table 9-2. 

"TrueUpcp3" is the amount of true-up allowances allocated from budget year 

2020 to account for allocation not properly accounted for in prior allocations. 

This value of allowances from budget year "t" shall be allowed to be used for 

compliance for budget year t-2 and subsequent years pursuant to sections 

95856(h)(1 )(0) and 95856(h)(2){D). For budget years 2021 and beyond. 

"TrueUpce3" is equal to zero. For budget year 2020. this value is calculated 

by the following equation: 

2019 

Tnun tprp3 = L (Qk- X 8 , ± E,c xJtJ X C. 
t=2018 

bo§l□ G'( GoAtraot Natwral Gao True up .'\llooatioA. EAtiti€lo that roemivo@ 

allmvanco alloemtioA pe1rcwaAt to sootion Q5894 for viAtago years 201 ~ 2017, 

e1sod Ratwml gas mtos cubje@t to CPUG j1--1risdietion as µart of H;ieir log@cv 

eontra@t erieing, am! ha€1 a eornontago of their viRt□QO 2015 2017 l@gaey @oAtr□et 

transition assistance ciisoour1ted to reilo@t antioipatoci ooA=Jpenoation for GHG 
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through the purchase of allowances. In addition, text in section 95893(d)(7)(C) is 
modified to add a general prohibition on spending allocated allowances on costs, 
penalties, or activities mandated by any legal settlement, administrative enforcement 
action, or court order. These changes support CARB oversight of the uses of allocated 
allowance proceeds to ensure usage on its main purposes-reduction of GHG 
emissions and ratepayer benefit. 

Section 95893(e)(4)(A) is modified to require reporting of the GHG emissions reduction 
purpose for allocated allowance proceeds expended on educational programs in order 
to ensure the educational programs are focused on achieving GHG emissions 
reductions as required in the revised section 95893( d)( 4 ). 

Section 95893(e)(4)(B) is modified to clarify that natural gas suppliers should use the 
elements applicable to the specific projects and activities they conduct in order to 
estimate the GHG reductions from the use of allocated allowance proceeds. 

Section 95893(e)(4)(C) is modified to require itemized reporting of educational program 
expenses which are now allowed pursuant to section 95893( d)( 4 ). 

10. Modifications to Section 95894. Allocation to Legacy Contract Generators 
for Transition Assistance 

Section 95894(d) is modified to provide transition assistance to legacy contract 
generators without industrial counterparties for the third compliance period. The 
transition assistance would be provided as vintage 2020 allowance allocation, including 
true-up allowance allocation for the 2018 and 2019 budget years. 

Transition assistance to legacy contract generators helps address compliance costs for 
generators with contracts that were in place before AB 32 was passed. Legacy contract 
generators received transition assistance from 2013 through 2017, and that assistance 
ended beginning 2018. Under the initial 45-day proposal, legacy contract generators 
without industrial counterparties would resume receiving transition assistance after the 
third compliance period, beginning with vintage 2021 allowance allocation and with no 
true-up allowance allocation for the 2018 and 2019 budget years. CARB's long-term 
approach for legacy contracts is to encourage renegotiation of legacy contracts so that 
energy prices include GHG costs. Including transition assistance during the third 
compliance period (2018-2020) helps to avoid a potentially disruptive change in 
compliance costs as legacy contract generators work to renegotiate legacy contracts. 

Section 95894(e) is deleted to remove the legacy contract natural gas (LCNG) true~up 
allocation provision that was part of the initial proposal. Staff initially proposed the 
LCNG true-up allocation to align CARB's implementation of legacy contract allocation 
with a recent California Public Utilities Commission (CPUC) decision about the pass­
through of GHG costs in natural gas rates. 

Since allocation of vintage 2015 allowances, CARB's calculation of legacy contract 
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15-day Changes 
Cap-and-Trade Regulation 
• Revised the approach to address EIM emissions leakage 
11 Updated allowance allocation provisions 

• Revised waste-to-energy allocation calculation to increase transition assistance 
■ Combustion emissions from non-organic feedstocks, such as plastics, have a compliance obligation 
■ 15-day proposal increased allocation from about 65% to about 90% in the third compliance period 

■ Added third compliance period allocation for legacy contract generators 
11 Classified leakage risk for newly eligible sectors 

a Removed the true-up allocation related to CPUC decision on natural gas pricing 
111 Revised conformance and invalidation provisions for U.S. Forest offset projects 
I! Clarified text to ensure clarity on application of "Direct Environmental Benefits" 

MRR 
a Revised "EIM Purchaser" definition and calculation of entities' share of EIM 

Outstanding Emissions 
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Board ad o p ted in 20 17 , thes e f ac ilities n o w h ave t o 

pr o c ure and surrender s ome p o rti o n o f t heir own 

1 7 4 

all o wanc e s . Staff expe c t s that t he new me t h o d o l o gy wil l 

in c r ease to tal a ll o wance al l ocat i o n t o the se c t o r 

b ey o nd wha t wa s pr o p o s ed in the 4 5-d a y pr o p o s al. 

?i ftee n- d ay c h ange s al s o a dd all o wance all o cat i o n 

t o lega c y contra ct gene ra t o rs d u ring th e thi r d c o mplianc e 

p eri od t o he l p avo i d a p o ten t ially d i s r upt ive c hange in 

compliance cos t s as the on e o r two rema ining legacy 

contra c t o~ s -- c o ntrac t g ene rat o rs wo rk to r e ne g o ti a te 

contrac t s . 

-- coo --

AIR POLLUTI ON SPEC IALIST S IN GH: Sta ff re c ommen d s 

t hat the Bo a r d ap p r o v e b o t h propo sed re s o luti o ns , 

in c luding appr ov i ng wr i tte n resp o nses t o en v i r onment al 

c o mme nts, c ertifying t he f i nal EA, and ma king the r equ i re d 

CEQA f i n d i ng s f o r th e Cap-a n d -T rad e Amendments. 

If adopt ed , thes e amend me nts will be in effect 

Apri l 1s t 2 01 9 . 

--000--

AI R POLL UTI ON SPE CI ALI ST SINGH: St aff is 

pr o p o sing t o address several i tems in a subseque n t 

Cap-and -T ra d e rulemakin g . We pla n to adjust t he 

all o c at io~ t o th e u t i lities in r espo nse to SB 1 00 , whi ch 

inc reases t he r e newable p o rt fol io s t andard t o 6 0 pe r c ent 
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Cap-and-Trade Ame ndmen ts be f o re y o u t o day . 
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running thr o ugh the year 2 0 2 6. This i s a l e g ac y contract 

t hat was ex ec ut e d b e f o re passage o f AB 3 2 and d o es n ot 

provide f o r r e c o v e ry of Cap - and-Tr a d e Pr o gram complian c e 

costs. 
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ass istanc e f o r legacy co ntrac t s witho ut a n indus t ria l 

count e r pa rty a t the end o f the se cond c omplianc e per i o d , 

c ausing l e ga c y contrac t h o l d e rs , li ke Cr oc k e tt , to b e a r 
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15 17-21, and staff , v i a t o day ' s d raft amendments, have 

1 6 r e cogn iz e d and addres se d this is s ue. The p r o p o s ed 

17 amendments be f o re y ou t o day wo ul d pro vide tr ansit i o n 

1 8 assistance i n the t hird compliance pe ri o d and thr o ug h t he 

1 9 remaining l ife o f legacy c o ntracts with o u t industri al 

2 0 counte rparties . 

21 Crockett suppo rts ad opt i o n o f the pro p o sed 

2 2 Ca p - and-Trade Amendments. 

2 3 ~ha nk y o u. 

24 MR . WEINER : Madam Cha ir, and member s o f th e 

2 5 Bo ard. I 'm Pete r Weiner represent ing t he Cov a nta . An d I 
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Comment: 

F. Allocation to Legacy Contract Generators 

SMUD appreciates the inclusion in the 45-day language of provisions continuing 
allowances to be allocated to cover legacy contract emissions for generators with 
counterparties that are not otherwise included in the Cap and Trade program. Such 
allocation was allowed for these circumstances through the 2017 program year (the end 
of the second compliance period) but removed from the current regulation from 2018 
forward. (SMUD) 

Response: Thank you for the support. As the commenter notes, the initial 
proposed amendments (also referred to as "45-day language") include allowance 
allocation to legacy contract generators witl1out industrial counterparties 
resuming after 2020 and continuing through the life of the legacy contract. The 
15-day revisions add allowance allocation to legacy contract generators without 
industrial counterparties for the years 2018 through 2020 through a vintage 2020 
allowance allocation that will include true-up allocation for 2018 and 2019. 

Calculation Method for Post-2020 Allocation to Legacy Contract Generators without 
Industrial Counterparties 

C-4.2. Comment: 

However, SMUD sees no reason at this point to continue to use the provisions 
previously in the regulations that tied the legacy contract allocations in these cases to 
historical 2012 information, rather than to actual emissions from generation or.useful 
thermal energy supplied under a legacy contract. For legacy contracts with an industrial 
counterparty, the allocation is based on actual emissions as provided in data reporting 
from the year prior to the application for allowances - the latest data available, and 
subsequently trued up in following years to actual data. SMUD sees no reason not to 
differentiate at this point between the process for legacy allowance al location with or 
without an industrial counterparty. 

A previous rationale for providing legacy contract allocations was for transition 
assistance, similar to the 100% assistance factors for industrial entities through the end 
of the second compliance period. With AB 398 and the 45-day language, that transition 
assistance rationale no longer stands - assistance factors are at 100% after 2020 and 
proposed to be at 100% for the third compliance period (2018- 2020). 

As time passes, basing the legacy contract allocation for instances without an industrial 
counterparty on historical 2012 information becomes less and less accurate. The best 
structure would follow the "latest data plus true-up" structure used for contracts with an 
industrial counterparty ... 

Rather than add the complication again of two different methods for determining 
allocations for legacy contracts with and without industrial counterparties, SMUD 
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