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Agenda Item: Welcome and Introductions



Cory-Ann opened the meeting. Ali Mirzakhalili welcomed and thanked advisory committee members. Cory-
Ann asked those in the room to introduce themselves and on the phone. Cory-Ann also summarized:

the agenda for the day

extension of the rulemaking timeline from January to March 2020

DEQ extended the comment deadline from September 18 to October 11
DEQ met with 14 additional stakeholders between RAC #1 and RAC #2

Cory-Ann reminded the RAC to keep in mind the fiscal and economic impact of the proposed rule changes as
discussions advance through the day.

Questions/Comments

When is public comment period? Early December. The public hearing will be in January.
Does DEQ prioritize comments from RAC members over those who are not? No.
Can DEQ provide a red line of proposed rule changes since the last RAC meeting? Yes.

When will Division 12 be released? It is being circulated for internal review and we will post a draft
as soon as possible.

Agenda Item: Updates to Proposed Rule Changes — CFP Changes & Streamlining Reporting
(Div 253)

Cory-Ann presented on DEQ’s proposed revisions to the CFP. Details are provided in slides 6 — 10.

Questions/Comments

Could an out-of-state biofuel producer that opted into the CFP generate credits? Yes.

How would this work between a marketer and a producer? The scenario that was given to DEQ was
that a marketer who is currently the importer could require through contract that the producers they
represent opt into CFP so they would have their own account and be individually responsible for
verification as opposed to the marketer being responsible.

Who are the additional parties that would be impacted by having CFP reporters subject to Div 215?
Primarily parties that deal solely in biofuels.



e How many reports are being required to be filed with the state? For CFP, 4 quarterly reports that are
automatically rolled up to an annual report. In some cases, that annual CFP report will become the
annual GHG report without modification; in other cases, a slight modification might be necessary or
the addition of non-CFP fuels in a supplemental GHG report will be necessary.

Agenda Item: Modifications to the GHG Reporting Program (Div 215)

Elizabeth presented on DEQ’s proposed revisions to the GHG RP. Details are provided in slides 12 — 22.

Questions/Comments

e Members are confused between the use of multiple similar terms throughout Div 215, Div 253, Div
272, and the permitting rules: designated representative, responsible party, responsible person,
reporting entity, regulated party, etc. and not all are defined. DEQ apologizes for the confusion that
was caused by having multiple staff editing at the same time. We will clean this up prior to the public
notice. Also, remember to check Div 200 which has definitions that apply to all air quality programs.

e Members are concerned that the rulemaking is rushed and is causing confusion in the proposed rules.

e Members questioned whether alignment or staggering deadlines are better for reports and verification
statements to be submitted...for responsible parties and for verifiers. A verifier commented that the 2-
week delay from California is helpful to them.

e Members questioned whether DEQ intended to require the provenance of all biomass derived
fuels...i.e. where all of wood waste is coming from. Suggest this is clarified to avoid this
complicating detail. DEQ’s intent was not to require this for wood waste; more concerned about
liquid fuels.

e Members wondered about how the threshold of 5% change in emissions was established. It seems
low, especially for fuels but it may be OK for permitted sources. It is consistent with the EPA
threshold for stationary sources. DEQ does not need specific or confidential information to be
reported, but rather a general narrative about why the change occurred.

e Members are concerned about confidential business information that is currently entered into EPA’s
system will need to be reported to DEQ and they are concerned about protecting that confidentiality.
DEQ also has a system to address CBI.

e Members asked whether GHG fees apply to fuel suppliers. They do not; they only permitted facilities
and there is no proposal to change the fee.



e Members asked how third-party verification would be managed internally at DEQ. What will be
different from what happens now? Third-party verification will allow for better review of the larger
entities and allow DEQ to focus review on those not subject to third-party verification. This will
complement DEQ’s internal auditing practices.

Agenda Item: Proposed requirements for third-party verification (Div 272)

Lauren presented on DEQ’s proposed revisions to the third-party verification requirements. Details are
provided in slides 24 — 43.

Questions/Comments

e Do CFP small importers need to be verified? No, unless they emit greater than 25,000 mtCO2e.

e Members observed that in California, that submitting the verification statement is required of the
verification body, not the responsible party. Yes, DEQ is requiring the responsible party to ensure the
verifier is submitting the verification statement.

e Does the responsible person need to be the name of individual person or can it be an entity? DEQ will
clarify this in the next version of the proposed rules.

e Once submissions are given to DEQ, are there deadlines for DEQ to respond? No, but DEQ would
strive to be responsive.

e Does DEQ plan to adopt the verifier portal from LRT from CARB? Yes.

e Members pointed out that if there are differences between California and Oregon verification
requirements that it will cause complications. DEQ clarified that we are only changing who is
responsible for submitting the verification-related documents, not what it is required to contain.

e Members believe that the proposed language for qualifications of verifiers is stronger than California
requires. That is not DEQ’s intent and we will clarify that in the next version of the proposed rules.

e  Where DEQ derive its authority to request information from verifiers? DEQ is asking verifiers to
voluntarily comply with the request and that ultimately the responsible party would be responsible if
the verifier does not comply.

e [s DEQ currently finding errors in GHG reporting? Yes.



e Since CFP requires reconciliation between business partners, is third-party verification still
necessary? Are there still errors? Yes.

e If DEQ is not standing up its own accreditation program, where will the Oregon-specific exam come
from? DEQ will develop the exam and all accredited verifiers will need to pass the exam to perform
work in Oregon.

e Ifa verifier is disqualified, will the other affected entities be notified? Will they have additional time
to contract with another verifier? Will they be compensated for the lost money? See the proposed
rules for re-verification. Recovering costs should be addressed through contract language.

e What is DEQ’s plan for reconciliation when EPA is asking for changes? As long as you still submit
the data report by the deadline and make changes to your report as required by EPA, you will be in
compliance with the DEQ program.

e Members are worried about the timing in the case of a potential of an adverse verification statement.
DEQ wants to be notified and have the log submitted to provide us with advance notice of a potential
dispute between the responsible party and the verifier. Partially this is a workload planning issue and
to identify a situation that might lead to DEQ having to mediate an outcome.

Agenda Item: Fiscal and Economic Impact Analysis

Cory-Ann presented on the fiscal and economic impacts of DEQ’s proposed rule changes. Details are
provided in slides 45 — 59 and the fiscal and economic impact analysis that is posted on the website. Please
note that this analysis applies only to the proposed rule changes and not the entire program. In other words, it
applies to the proposed changes to Div 215 and 253 and the entirety of Div 272. DEQ is accepting comments
for the next two weeks and is especially looking for additional estimates of what the fiscal impact will be in
cases where stakeholders feel that DEQ is not representing the fiscal and economic impacts accurately.

Questions/Comments: Impacts from New Reporting Requirements

e Does slide 48 apply only to entities with new reporting requirements? Yes.

e Changing the recordkeeping requirement from 5 to 7 years will increase more than what DEQ has
estimated. DEQ is accepting additional estimates of what the fiscal impact will be.

e For natural gas suppliers, the fiscal impact will probably be in the tens of thousands of dollars. DEQ
is accepting additional estimates of what the fiscal impact will be.

Questions/Comments: Impacts from Streamlining Fuels Reporting



e [t seems like not many parties will benefit from the streamlining. For those dealing with just CFP
fuels, then the elimination of a separate GHG annual report will be the benefit. For those dealing with
non-CFP fuels, then they are still submitting 2 reports but it will be less work than 2 separate reports
and it will be through a single system instead of two systems.

Questions/Comments: Impacts of Third-party Verification

e Members commented that for larger companies, the systems that are needed to support verification
might already be in place and thus not have a significant fiscal impact. However, for smaller
companies the fiscal impact might be greater.

e Even for a single entity, the facilities that need to be verified might be far away from each other so
there might be higher travel costs.

e For LCFS especially, the cost of verification is influenced significantly by the low supply of qualified
verifiers — if there are fewer verifiers it will be more costly.

e Members continued to assert that third-party verification should not be required in the absence of a
carbon pricing program. The reason for requiring third-party verification for GHG RP is to ensure
that the data is accurate and is not going to impact policy incorrectly because it has not been verified.

e Has DEQ considered any alternatives to requiring third-party verification? For CFP, we haven’t since
California is already implementing this path and harmonizing on this issue makes sense for the
market.

e Could DEQ assess steeper penalties if reporting mistakes are discovered instead of third-party
verification? DEQ already has the authority to assess penalties and doesn’t think a higher penalty will
decrease the likelihood of mistakes when compared to third-party verification.

e (Can CFP have third-party verification voluntary and have two kinds of credits — one verified and the
other not — which would then carry different values? This would only work if CFP credits were
serialized and it would take a significant amount of work to do so.

e Members pointed out that companies have their own self-interest in mind and since they are the ones
reporting, how can the public trust that we are getting actual information? Third-party verification can
provide good data that the public can trust.

e Has California developed ways of mitigating impacts on small businesses? Unknown, but DEQ
addressed this primarily through the setting of the thresholds.



¢ Can the frequency of verification be lessened if the outcome of the first one is positive? The proposal
already includes a provision for a “light” verification for 2 out of 3 years.

e Has a pilot study been done with any Oregon facility that shows improvements due to third-party
verification? No.

e For CFP, in addition to the cost of the verifier, there might be an additional cost to buy credits to
restore bad credits. Yes.

e Members appreciate that DEQ has taken small businesses into account but it will still affect some
small business and they will be outraged by these costs.

e Members stated that DEQ already gets good data from reporters and it will not get better data with
verification.

Agenda Item: Next Steps

Cory-Ann provided closing comments, reminding attendees to submit comments and feedback to DEQ by
November 15™, Meeting adjourned at 3:10 p.m.

Alternative formats
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