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I. INTRODUCTION 
Pursuant to the November 30,2007 "Administrative Law Judges' Ruling Extending 

Comment Deadlines and Addressing Procedural Matters," DRA submits these supplemental 

reply comments regarding the paper "Over a dozen years of RECLAIM Implementation: Key 

Lessons Learned in California's First Air Pollution Cap-and-Trade Program," prepared by the 

South Coast Air Quality Management District (SCAQMD) and dated June 2007. (Report) 

DRA appreciates the opportunity to comment on the Report, which discusses SCAQMD's 

experience with the Regional Clean air Incentives Market (RECLAIM) program, a multi- 

industry cap-and-trade program in the South Coast Basin that targets the reduction of sulfur 

oxides (SOX) and oxides of nitrogen @Ox) emissions by specifying facility-based caps and 

declining balances of allowable maximum emissions. 

11. DISCUSSION 
DRA commends SCAQMD for putting together a thoughtful and comprehensive 

report that describes the rules development process for RECLAIM, its key design features, 



the achievements of RECLAIM between 1994 and 2006, the implementation experience, as 

well as lessons learned for each of these areas. In the following comments, DRA first 

highlights several points that are relevant to the instant subject of greenhouse gas (GHG) 

allowance allocation, as well as other general lessons and observations that apply to the 

ongoing development of a GHG 

cap-and-trade mechanism for California. 

One significant difference between the RECLAIM program and a GHG cap-and-trade 

program for the California electricity sector is that the RECLAIM program replaced an 

existing set of rules that established a fixed emission rate for regulated facilities. This has 

two implications: first, it made it easier to get buy-in from the regulated facilities to support 

the cap-and-trade. approach; second, it was feasible to benchmark the cost effectiveness of the 

cap-and-trade program against the command-and-control method. Nevertheless, the majority 

of the lessons learned from the RECLAIM program are still relevant to the GHG cap-and- 

trade program design. 

A. Lessons related to allowance allocation 

The RECLAIM program rules allowed facilities to pick a peak production year 

between 1989 to 1992 for the 1994 baseline. This led to an over-allocation of trading credits 

in the initial years. The Report recommended using an average production level over a three 

to five year period as the basis for allocations to avoid this 

The Report also recommended that administrative allocation of allowances rather than 

auctioning allocations, or holding back a small amount of available allocations for an auction, 

to avoid additional administrative burden.' However, the program rules were crafted to avoid 

giving allocations the status of property rights, such that SCAQMD has the flexibility to 

reduce, suspend or terminate credits when it deems such actions are necessary. 

Over a dozen years of RECLAIM Implementation: Key Lessons Learned in California's First Air Pollution 
Cap-and-Trade Program," SCAQMD, June 2007, p. 14-3. 
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