Covered Fuel Supplier Training
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Participation Tips

Thank you for joining us today!
* Please join audio by either phone or computer, not both.
« Stay on mute when not speaking.

« Please hold questions until the question periods.

« The training is being recorded
 For Zoom technical issues, send a

chat message to the host.
. O e } s

S¢ Who can see your messages?

Ta:  Everyone v @ -

Type message here...
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Agenda
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1 Program Overview, Covered Entities, and Covered Emissions
2 Compliance Instrument Distribution, Banking, and Trading

3 Community Climate Investment Credits

4 Demonstration of Compliance

5 Cessation and Recordkeeping
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Climate Protection Program Staff

Nicole Singh
Climate Protection Manager

Matthew Steele
Climate Policy Analyst

Whitney Dorer
Climate Policy Community Engagement Coordinator
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Program Goals

* To reduce greenhouse gas emissions,
* To achieve co-benefits from other air contaminant reductions,
* To support a strong statewide economy, and

* To enhance public welfare for Oregon communities, particularly
environmental justice communities, including communities of
color, communities experiencing low-income, tribal, and rural
communities.
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Resources available on CPP website

Program Development Communities Regulated Companies Full rule language

Climate Protection Program 2024 Rulemaking CPP Overview Fact Sheet OAR Chapter 340, Division 273

Comparison to CPP
2021 rules

Climate 2023 Rulemaking Community Climate Investments CPP Comparison Fact Sheet

CPP 2021 Modeling_Study Equity Advisory Committee Fuel Suppliers
All materials and_ Stationary Sources h Lists of covered
resources used in Iy
entities
the development of
CPP . .
Where to find a brief on
CPP program as well as
both current and future
program materials for
communities
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CPP 2024 emission cap
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CPP 2024 regulated entities

Covered Entities

Fuel Suppliers

New:
Emissions New: Direct
Intensive Trade Natural Gas

__ Exposed sources
Liquid fuels and Natural gas sources

propane suppliers utilities
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Covered entities and covered emissions (Rule 0110)

Covered fuel

supplier type Covered emissions Applicability thresholds
Natural gas utilities | Anthropogenic GHG emissions from natural gas No threshold
supplied
Excludes:
« Natural gas used at electricity generating
facilities

 Biomass-derived fuels
 EITE sources

Liquid fuels and Anthropogenic GHG emissions from fossil fuels Declining threshold
propane suppliers supplied, including gasoline, diesel, kerosene and | (MT COZ2e):
propane
1) 2025-2027: 100,000
Excludes: 2) 2028-2029: 50,000
» Aviation fuels 3) 2030 and later: 25,000

 Biomass-derived fuels
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Covered entities and covered emissions (Rule 0110)

Covered entity Covered emissions Applicability
EITE sources Anthropogenic GHG emissions from all uses 15,000 MT CO2e
of natural gas (utility or other), solid fuels, and | Specified industry NAICs code
industrial processes (Table 7 — OAR 340-273-9000)
Excludes:

« Biomass-derived fuels
» Liquid fuels or propane

Direct Natural Gas Natural gas supplied by an entity other thana | 15,000 MT COZ2e
sources utility, solid fuels, and industrial processes

Excludes:
 Biomass-derived fuels
» Liquid fuels or propane
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1 Overview, Covered Entities, and Covered Emissions

2 Compliance Instrument Distribution, Banking, and Trading
3 Community Climate Investment Credits

4 Demonstration of Compliance

5 Cessation and Recordkeeping
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Timeline for Compliance Period 1 (2025-2027)

2 xQ
O Q 2
& & 0° &S
@ s o & 0° & AR & o AKX
@ S o S o P& D D& 5 S o™
D& R SV & O D & O D7 & O P of & &0
oV & R P S & NGNNES NGNS D & O Q9
RS NN S E RN E XNENHERN O W& & @
e PO WY oo Yoo R N
R K AV K QY K Q™ P
S © © ¢ & ¢
:QQ/ ! 1 1 o 1 QQI 1
2025 2026 2027 2028
| |
Compliance Period 1
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Who is a covered fuel supplier in 20257

Company Name

Avista Utilities

Cascade Natural Gas

Northwest Natural Gas

Apex Oil Company, Inc
Associated Petroleum Products
BB Energy USALLC

BNSF Railway

BP Products North America, Inc.
Byrnes Oil Co

Campo & Poole Distributing, LLC
Carson Oil Co., Inc., dba Carson
Chevron Products Company
Conrad & Bischoff

Coleman Oil Company

Ed Staub & Sons Petroleum, Inc.
Elbow River Marketing USA Ltd.

Equilon Enterprises LLC

GreenAmerica Biofuels LLC

Hattenhauer Distributing Co.
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Company Name

HF Sinclair Refining and Marketing LLC
Idemitsu Apollo Corporation

Jacksons Food Stores Inc.

Marathon Petroleum Company LP
McCall Oil and Chemical

Musket Corporation

P C Energy, LLC

PacWest Energy, LLC

Parkland (U.S.) Supply Corp.

Parkland USA Corporation

Petrogas, Inc

Phillips 66 Company

Pilot Travel Centers LLC

REG Marketing & Logistics Group, LLC
SC Fuels

Shell Trading (US) Company

Space Age Fuel. Inc.

Tartan Oil LLC

World Fuel Services, Inc.




Related Entities (Defined in Rule 0020)

A related entity is any of the lllustrative Examples
following: owns owns
® ) ) @
— Adirect or indirect parent company  Fuel supplier A Fuel supplier B Fuel supplier C
50,000 MT 25,000 MT 25,000 MT
CO2e CO2e CO2e
— Adirect or indirect subsidiary
partially owns partially owns
| " ) & -
— A company that shares ownership of | Fuel supplier E Fuel supplier F
. . . . qe Fuel supplier D uel supplier uel supplier
a direct or indirect subsidiary 70000 MT 60,000 MT 70,000 MT
CO2e CO2e CO2e
— A company under full or partial oWns owns
common ownership or control - (e w® ) ®
Fuel supplier G Fuel supplier H Fuel supplier |
50,000 MT 50,000 MT
CO2e CO2e
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Changes in ownership and related entities (Rule 0120)

All covered fuel suppliers must report changes in ownership and changes in related entities.
o If ownership changes, covered fuel supplier continues to hold any
compliance instruments and CCI credits

Parent company A owns subsidiary B Parent company A sells subsidiary B to Company C

Fuel supplier B, the subsidiary of fuel supplier  Fuel supplier B, now owned by Fuel supplier
A, holds 100 compliance instruments and 100  C, continues to hold the 100 compliance

CClI credits. instruments as well as the 100 CCI credits.
owns owns
® @ ® = ) =
Fuel supplier A Fuel supplier B Fuel supplier C Fuel supplier B
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Distribution of Compliance Instruments (Rule 0420)

« DEQ will annually generate compliance instruments equal
to the cap for the year in Table 2 in Rule 9000

« DEQ will distribute compliance instruments by July 30 of
2025, and then by June 30 of each subsequent year

* 1 compliance instrument authorizes 1 MT COZ2e of
covered emissions




Distribution of Compliance Instruments (Rule 0420)

Portic_)n of
Natural Gas ~ compliance  [EANIH
Utilities Instruments set Iin
program rules

Annual Cap Portion of
compliance Table 3
instruments held in

Table 2 Liquid Fuels and | the reserve
Propane Suppliers

Proportional
compliance
instrument

distribution

Note: Tables can be found in OAR 340-273-9000.
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2025 Distribution of Compliance Instruments

24,157,161 MT total cap Distribution % Distribution Amount
19.74 4,768,623
Natural Gas Utilities 2.76 666,738
2.25 543,536
Total
5,978,897

Climate Protection Program | Oregon Department of Environmental Quality 18




2025 Distribution of Compliance Instruments

NW Natural 4,768,623

Natural Gas

i i 666,738
Utilities AWSE B

4
Annual Cap Cascade 543,536

Portion of

Liquid Fuels and compliance

A 24,157,161 total Propane Suppliers instruments held in [
the reserve
Proportional Distribute 17,378,263
c;ompllance compliance instruments
”_13tr_Um?nt proportionately among non-
24,157,161 — 5,978,897 — 800,000 = 17,378,263 distribution natural gas fuel suppliers.

A B C
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2025 Distribution of Compliance Instruments

Liquid and propane supplier distribution formula:

Number of Compliance Instruments = (Total compliance instruments to distribute *
([Covered fuel supplier covered emissions + covered fuel supplier biofuel
emissions] / Total emissions)) + Verified emissions data correction factor —
Compliance instrument holding limit reduction

_ Sector Total Covered fuel supplier A Covered fuel supplier B

Fossil Biofuel Total Fossil Biofuel Total Fossil Biofuel Total
Fuel type
fuel fuel fuel
Total emissions during
evaluation year 25.1 1.8 26.9 4.8 0.3 5.1 0.8 0.2 1
(million MT CO2e)
Compliance instruments 17.3 2 2

distributed (million)
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2025 Distribution of Compliance Instruments

Liquid and propane supplier distribution formula:
« Covered Fuel Supplier A

Number of Compliance Instruments = (17,378,263 ([5.1] / 26.9)) £ Verified
emissions data correction factor — Compliance instrument holding limit reduction

_ Sector Total Covered fuel supplier A Covered fuel supplier B

Fossil Biofuel Total Fossil Biofuel Total Fossil Biofuel Total
Fuel type
fuel fuel fuel
Total emissions during
evaluation year 25.1 1.8 26.9 4.8 0.3 5.1 0.8 0.2 1
(million MT CO2e)
Compliance instruments 17.3 2 2

distributed (million)
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2025 Distribution of Compliance Instruments

Liquid and propane supplier distribution formula:
« Covered Fuel Supplier A

Number of Compliance Instruments = (17,378,263* ([5.1] / 26.9))

Number of Compliance Instruments = 3.3 million

_ Sector Total Covered fuel supplier A Covered fuel supplier B

Fossil Biofuel Total Fossil Biofuel Total Fossil Biofuel Total
Fuel type
fuel fuel fuel
Total emissions during
evaluation year 25.1 1.8 26.9 4.8 0.3 5.1 0.8 0.2 1
(million MT CO2e)
Compliance instruments 17.3 3.3 2

distributed (million)
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2025 Distribution of Compliance Instruments

Liquid and propane supplier distribution formula:
« Covered Fuel Supplier B

Number of Compliance Instruments = (17,378,263* ([1] / 26.9))

Number of Compliance Instruments = 0.6 million

_ Sector Total Covered fuel supplier A Covered fuel supplier B

Fossil Biofuel Total Fossil Biofuel Total Fossil Biofuel Total
Fuel type
fuel fuel fuel
Total emissions during
evaluation year 25.1 1.8 26.9 4.8 0.3 5.1 0.8 0.2 1
(million MT CO2e)
Compliance instruments 17.3 3.3 0.6

distributed (million)
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Additional 2025 Compliance Instruments

« Early emissions reductions
from fuel suppliers, beyond
those required under prior
CPP

CPP 2021 emissions caps and actual emissions
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« CPP recognizes these early
reductions with a one-time
distribution in 2025

[
(6}
Il

=
o
Il

 Final amount will be
determined based on total

2022 — 2024 covered
emissions

Fuel Supplier Emissions (MMT CO2e)

2022 2023
B Cap B Actual Emissions
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Additional 2025 Compliance Instruments

« All covered liquid fuels and propane suppliers eligible

« Distributed based on proportional share of biofuels supplied during 2022 - 2024

_ Sector Total Covered fuel supplier A Covered fuel supplier B

Fossil Biofuel Total Fossil Biofuel Total Fossil Biofuel Total

T fuel fuel fuel

Total emissions during
2022 - 2024 76.2 5.4 81.6 14.4 0.9 15.3 2.4 0.6 3
(million MT CO2e)

Additional 2025 Compliance

: - o 4.8 ? ?
instruments distributed (million)
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Additional 2025 Compliance Instruments

Additional 2025 compliance instrument distribution formula:

Number of Additional Compliance Instruments = Total additional compliance
instruments to distribute * (Sum of covered fuel supplier biofuel emissions / Total
biofuel emissions)

_ Sector Total Covered fuel supplier A Covered fuel supplier B

Fossil Biofuel Total Fossil Biofuel Total Fossil Biofuel Total

el fuel fuel fuel

Total emissions during

2022 - 2024 76.2 5.4 81.6 14.4 0.9 15.3 2.4 0.6 3
(million MT CO2e)

Additional 2025 Compliance

: o o 4.8 ? ?
instruments distributed (million)
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Additional 2025 Compliance Instruments

Additional 2025 compliance instrument distribution formula:
 Covered Fuel Supplier A

Number of Additional Compliance Instruments =4.8 * (0.9/ 5.4)

Number of Compliance Instruments = 0.8 million

_ Sector Total Covered fuel supplier A Covered fuel supplier B

Fossil Biofuel Total Fossil Biofuel Total Fossil Biofuel Total

el fuel fuel fuel

Total emissions during
2022 - 2024 76.2 5.4 81.6 14.4 0.9 15.3 2.4 0.6 3
(million MT CO2e)

Additional 2025 Compliance

?
instruments distributed (million) 4.8 0.8 _
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Additional 2025 Compliance Instruments

Additional 2025 compliance instrument distribution formula:
« Covered Fuel Supplier B

Number of Additional Compliance Instruments =4.8 * (0.6 / 5.4)

Number of Compliance Instruments = 0.5 million

_ Sector Total Covered fuel supplier A Covered fuel supplier B

Fossil Biofuel Total Fossil Biofuel Total Fossil Biofuel Total

el fuel fuel fuel

Total emissions during
2022 - 2024 76.2 5.4 81.6 14.4 0.9 15.3 2.4 0.6 3
(million MT CO2e)

Additional 2025 Compliance

instruments distributed (million) 4.8 0.8 0.5
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Banking and Trading (Rules 500 and 510)

« DEQ distributes 100% of
compliance instruments
to covered fuel suppliers

 Compliance instruments can be

banked (used in future years) DEQ \
—

« Can trade compliance
iInstruments with each other
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Holding Limits (Rule 0430)

« Compliance instrument limit of 150% of total covered emissions
+ biofuel emissions from previous compliance period

* Calculated roughly 2 weeks prior to each demonstration of
compliance

* Exceeding the holding limit results in reduced future
compliance instrument distributions
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Community Climate Investment Credits

Covered fuel suppliers can choose to contribute funds to DEQ-approved Community
Climate Investment (CCl) entity and applies to DEQ for CCI credits
— CCI entity uses funds to implement projects that reduce emissions.

CCl entities implement | N,

projects in Oregon /l l\
= $ »
® T gas $¢ o>
“““““ - - $ oWy
Fuel suppliers earn : A o
c_:ommtunit\; cIin(\’a_\tte : : -.-E-=
investment credits "
by contributing e 18 ==
funds I,
Projects reduce
> -
m 3 g greenhouse gases in
m BT environmental justice
m EE communities in Oregon
Equity Advisory

Committee works in
partnership with DEQ

Climate Protection Program | Oregon Department of Environmental Quality
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CCI Priorities (Rule 0900)

 Reducing greenhouse gas emissions on average at least one ton per CCI credit

« Reducing emission of other air contaminants, particularly in or near environmental
justice communities

* Promoting public health, environmental, and economic benefits for environmental
justice communities

* Accelerating the transition to clean energy particularly in or near environmental justice
communities
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Allowable Uses of CCIl Funds

Projects that reduce greenhouse gas emissions in Oregon:

Transportation of people, freight, or both;

An existing or new residential use or structure;

An existing or new industrial process or structure; and
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Earning CCI Credits (Rules 0810 and 0820)

 Once a DEQ approved CCI entity is in place, covered
entities may begin to earn CCI credits

« DEQ will distribute 1 CCI credit for each contribution of

the CCI credit amount set in program rules (Table 7 in
Rule 9000)

CCI Contribution Amount

Effective date 2024 Dollars Inflation Adjusted
« CCI credit contribution amount begins at $129 (2024%) | March1,2025 $129 $132
Calculated February
March 1, 2026 $129 2026
- Starting in 2027, the non-inflation adjusted CCI credit Calculated February
contribution amount increases $1 (20249%) per year March1,2027 " 5130 2027

« DEQ will publish the new inflation adjusted CCI
contribution amount prior to March 1 each year
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Banking of CCI credits (Rule 0830)

« Can earn unlimited CCI credits, but can only use for compliance
up to limit of 15% of compliance obligation (or 20% in second and
subsequent compliance periods)

« CCI credits can be banked for one compliance periods

 CCI credits cannot be traded

Climate Protection Program | Oregon Department of Environmental Quality



Agenda

hen |

1 Overview, Covered Entities, and Covered Emissions

2 Compliance Instrument Distribution, Banking, and Trading
3 Community Climate Investment Credits

4 Demonstration of Compliance

5 Cessation and Recordkeeping

Climate Protection Program | Oregon Department of Environmental Quality 37




Demonstration of Compliance (Rules 0440 and 0450)

« Compliance obligations are equal to total covered emissions during a compliance
period

 Initial three-year compliance period, followed by two-year compliance periods

« 1 compliance instrument or 1 community climate investment (CCl) credit must be
surrendered for each ton of compliance obligation

Compliance Period Demonstration of Compliance Due Date

2025-2027 December 9, 2028
2028-2029 December 9, 2030
Each subsequent two-year period December 9 of every second year
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Demonstration of Compliance (Rules 0440 and 0450)

1. Compliance instruments 2. Choose to use CCI credits

Compliance instruments must be from
current compliance period or earlier:

Limited to a percent of the compliance

obligation:
« Can use 2025-2027 compliance _ _ CClI credit percentage
instruments for 2025-2027 compliance

period 2025 through 2027 159,
« Cannot use 2028 compliance

instruments for 2025-2027 compliance 2028 and later 20
period 0
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Cessation (Rule 0130)

* Once covered, a fuel supplier remains covered every year until:

— Covered emissions are 0 MT COZ2e for six consecutive years, or

— For liquid fuels and propane suppliers:
« Covered emissions are below 25,000 MT COZ2e for six consecutive years, and
« The fuel supplier applies for cessation

« All compliance obligations must be met prior to cessation taking effect

« Upon cessation:
— DEQ will cancel any CCI credits held by the covered fuel supplier

— The covered fuel supplier will cease to hold compliance instruments. DEQ will
either retire the compliance instruments, hold them in the reserve, or distribute
them

— The fuel supplier must still comply with any remaining recordkeeping requirements
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Recordkeeping

Must retain records related to covered emissions,
demonstration of compliance, trading, and CCI credits
(Rules 0490, 0590, 0890)

—Must also provide records to DEQ on request
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Questions

« Stay on mute when not speaking

* For Zoom technical issues, send chat message to host

* Use "Raise Hand” button to get in the queue; if joined by
phone press *9

Climate Protection Program | Oregon Department of Environmental Quality



More Information

» Refer to CPP website for other resources:
https://www.oregon.gov/deg/ghgp/cpp/Pages/default.aspx

« Schedule a follow-up training or conversation for your
company

« Contact cpp.info@deq.oregon.gov with questions
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https://www.oregon.gov/deq/ghgp/cpp/Pages/default.aspx
mailto:cpp.info@deq.oregon.gov

Title VI and alternative formats

DEQ does not discriminate on the basis of race, color, national origin, disability, age, sex, religion, sexual
orientation, gender identity, or marital status in the administration of its programs and activities.

Visit DEQ’s Civil Rights and Environmental Justice page.

Espafiol | St0{ | #E&ch3C | Pycckun | Tiéng Viét | 4w )
Contact: 800-452-4011 | TTY: 711 | deqinfo@deq.state.or.us
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