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Theme:

Confusion, conflicts and an upcoming big fight
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Staff recommendations

1. Buy more efficient state vehicles

2. Electrify ports and truckstops

3. Promote renewable energy

4. Adopt energy efficiency standards for consumer products not regulated by the 
federal government

5. Incorporate “aggressive” energy efficiency measures into state building codes

6. Hold a West Coast Governor’s conference
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West Coast Governor’s “Next Steps”

• Consider adopting comprehensive state and regional goals

• Adopt common standards to reduce vehicle GHG emissions

• Evaluate a regional market-based carbon allowance program

• Expand markets for efficiency, renewable energy, and alternative
fuels.
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Climate Action in Washington State
• Legislature voted to adopt California vehicle GHG standards (2005)
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Climate Action in Oregon
• House Bill 3283 (1997)

– New power plants in Oregon must offset their emissions
– 17% below best gas-fired baseload plant in the U.S.
– 1.6 million tons (to 2006)
– $4 million (to date)
– Projects include:

• Energy efficiency (paper manunfacturing, building efficiency in Portland)
• Renewable energy (wind power financing)
• Sequestration (Descutes riparian reforestation, Ecuadorian rainforest restoration)
• Materials (“Cool concrete”)
• Transportation (Traffic signal optimaztion, truck stop electrification)
• Cogeneration (Lumber mill)

• Oregon Strategy for GHG Reductions (2004)

• Legislature voted to adopt California vehicle GHG standards (2005)
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Goals
1. 2010 – Arrest growth of GHGs
2. 2020 – 10% below 1990
3. 2050 – “climate stabilization” limits of 

at least 75% below 1990

Strategies
1. Invest in efficiency in energy, land use, 

and materials
2. Replace GHG energy resources
3. Increase biological sequestration
4. Promote education and R&D

Actions
1. Achieve goals (various)
2. Increase renewable electricity
3. Interim task force: design and 

implementation of load-based GHG 
allowance standard

4. Interim task force: propose GHG 
emission standards for vehicles

… (and other actions)
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Climate Action in California
• Climate Policy

• Energy Policy

• Governor 

• Legislature
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Climate policy institutions in California

Business, Transportation 
and Housing Agency

PUBLIC INT EREST  ENERGY RESEARCH
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California Climate Policy 
• AB 1493 (Pavley, 2002)

– 30% reduction in automobile GHG emissions (MY2016)

• CPUC “Carbon Adder” (2004)
– $8/ton in 2005, 5% annual increase.

• CEC/CPUC GHG Performance Standard (2005):
– No long-term commitments to baseload resource with lifecycle GHG 

emissions greater than a combined cycle natural gas plant

• Executive Order S-3-05 GHG emission reduction targets (2005)
• Climate Action Team recommendations (2006)

• CPUC emission cap (2006)

• SB 1368 proposes to codify GHG Performance Standard (2006)

• AB 32 proposes a stationary source cap and trade proposal (2006)

• AB 1007 (Pavley 2) proposes various programs (2006)

• …and there are more, including Republican proposals

Note: Underlined 
polices are enacted.
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California CO2 sources

Soil N2O

ODS subst.

Aviation 
CO2

Resid. CO2

Comm. CO2

All other

Diesel CO2

In-State 
Elect. CO2

Imported 
Elect. CO2

Industrial 
CO2

Gasoline 
CO2



13

California CO2 trends and goals
 CA GHG Emissions (MMTCO2E/yr)
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•Executive Order S-3-05 GHG emission reduction targets
–2010: maintain 2000 levels (~10% reduction from baseline)

–2020: return to 1990 levels (~25% reduction from baseline)
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1. Introduction

2. Climate Change Overview

3. California Actions to Address 
Climate Change

4. Scenario Analysis

5. Recommendations for Emission 
Reduction Strategies

6. Market-Based Options for 
Califorina

7. Implementation Options

8. Economic Assessment

9. Impacts on Low Income and 
Minority Communities

10. Summary
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Outline of 2020 Strategies (MMTCO2e)
• Air Resources Board 51 

• Integrated Waste Management Board 9

• Forestry and Water 44

• Energy Commission 28+

• Business, Transportation and Housing 29

• Public Utility Commission 38
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CAT Market-Based Options
• Sectoral

– Electric Power
• Generation (In-State)
• Load-Serving Entities

– Oil Refining
– Oil and Gas Extraction
– Landfills
– Cement
– Others

• Major stationary sources

• Fossil Fuel Carbon Cap
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1. Summary

2. Background 

3. Threshold Policy Issues

4. Implementation Issues

5. Other Issues

6. Next Steps

7. Comments on Draft

8. Assignment

Findings of Fact

Conclusions of Law

ORDER
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CPUC Conclusions (selected)

• Coordinate with CAT, CCAR and other regional, national, 
international efforts to reduce GHGs

• Establish a load-based cap on LSEs

• Not unconstitutional, “squarely within” procurement authority

• Implementation to be taken up later

• Evaluate proposals for shareholder financial incentives

• Carbon adder should be continued until cap is in place

• Administrative allocation based on historical emissions
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AB 1368
• Prohibits a load-serving entity from entering into a long-term 

financial commitment unless any baseload generation … complies 
with a greenhouse gas emissions performance standard to be 
established by the CEC.

• Applies to IOUs, municipals, and community choice aggregators.

• CEC is to consult with CARB to determine the GHG performance 
standard
– Not higher than the average emission rate for existing combined-

cycle natural gas baseload generation.
– Net lifecycle emissions.
– Consider system reliability.
– Consider costs to the customer.

• NOT yet law – still in the Assembly
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AB 32
• CalEPA (most likely through CARB) implement GHG cap

– Electrical Power
– Industrial
– Commercial

• Schedule of reductions

• Enforcement mechanism

• Mandatory tracking and reporting

• NOT yet law – still in the Assembly
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Energy Policy Institutions in California

PUBLIC INTEREST ENERGY RESEARCH
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California Energy Policy
• Energy Action Plan

• Renewable Portfolio Standard

• Energy Efficiency Programs

• Research

• New transmission lines 
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Energy Action Plan “Loading Order”
• Energy Action Plan (EAP I, 2003/EAP II, 2005) developed by 

• Prescribes a “loading order” of cost-effective resources
1. Customer Energy Efficiency

2. Demand Response/Dynamic Pricing 

3. Renewable Energy 

4. Distributed Generation

5. Clean gas-fired plants

• Transmission as needed for                                      
efficiency and to connect new plants
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Loading order goals
• Energy Efficiency 

– $2 Billion in the next few years
– Nearly 5,000 MW statewide through 2013

• Demand Response
– Target of 5% of load by 2007

• Renewables
– State law requires addition of 1% renewables per year
– 20% of total energy target by 2017, changing to 2010 
– Discussions about expanding goal to 33% by 2020

• Distributed Generation
– Rebates on microturbines, fuel cells, etc.
– Focus on photovoltaics through the “California Solar Initiative”
– More than 9,800 solar systems connected to PG&E’s grid
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RPS goals
• Eligible renewable resources:

• Wind

• Solar (concentrating thermal and photovoltaic)

• Small hydro (less than 30 MW w/o new diversion)

• Geothermal

• Biomass, biogas (landfill gas, digester)

• Fuel cell using renewable fuel

• Municipal solid waste conversion using a non-combustion thermal process 
as defined by Senate Bill 1038;

• Ocean wave, ocean thermal, tidal current

• Does not include fossil-fueled cogeneration, gasified coal, large hydro, 
biomass cofiring or municipal waste combustion

• In-state delivery requirement
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Research
• Public Interest Energy Research (PIER)

– Created as part of restructuring law in 1996
– $62.5M per year dedicated utility cost
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Transmission in California
• Imports ~25% of demand

• Transfer capacity ~20,000MW (2006)
– ~3,000MW additional by 2010

• California Energy Commission
– Systems Assessment and Facilities Siting Division 

• California Public Utility Commission
– Certificate of public convenience and necessity

• Western Electrical Coordinating Council
– Reliability 
– Access
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Proposed 
Transmission 
Lines

Add 345kV
Add 500kV
Add Series Compensation

Add Phase Shifter
Add Transformer

LEGEND

IPP DC Upgrade

Add 345kV
Add 500kV
Add Series Compensation

Add Phase Shifter
Add Transformer

LEGEND

IPP DC Upgrade

Depends on 500kV option chosenDepends on 500kV option chosen

GAAS:114:05
FOR IMMEDIATE RELEASE
04/04/2005 

Office of the Governor

Gov. Schwarzenegger Joins Three Western 
States' Governors to Announce Electric 

Transmission Line Agreement 
'Frontier Line' through Wyoming, Utah, Nevada and California Will 
Enhance Reliability of the Western Transmission Grid, and Provide 

Economic Benefits 



30

Proposed Coal Power Plants (2004)
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California’s need for more electricity
California Electricity Demand (million MWh)
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Help Wanted

Qualifications:

Must be compatible with  
the Republican Governor 
and capable of being 
confirmed by the 
Democratic Senate
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Comparison of policies
• Neither 20% nor 33% RPS meet Governor’s 2020 GHG target.

• Climate policies induce more renewables than 33% RPS.

• Climate policies drive PC coal out of the generation mix
– Carbon tax of $30/ton CO2 introduces IGCC+CCS

• Renewables have low generation costs at carbon policy goals
– Procurement costs go up by <1%
– Some costs are not accounted for

• Adder, cap, and emission performance standard are all similar

• Only one policy is needed
– Improve flexibility
– Lower transaction costs
– Stimulate innovation 
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5. Climate policy
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Thank you for your attention.


