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The staff presentation commenced with a summary of the first Working Group meeting,
followed by a discussion of the results of a survey regarding RTC price amortization
practices which AQMD had sent to all 327 RECLAIM facilities. One hundred eight
surveys were returned, with 20 of them from thirteen different companies providing
amortization information. Seven companies reported that they do not amortize RTC
costs, one each reported 30 year, 15 year, 5 year, and annuity amortization, and two
reported 10 year amortization. Price reporting for the federal Acid Rain Program and
Houston/Galveston Area Mass Emission Cap & Trade Program (Houston/Galveston
MECT) were also discussed. The Acid Rain Program does not require price reporting for
credit trades while the Houston/Galveston MECT trades all future credits as infinite-year
blocks (I'YB) starting in 2008 and records trade prices as dollars per ton lump sums.
Neither program contains any provision for program review based on the price of credits.
The next topic of discussion was a summary of compliance rates during recent years: 94
% during Compliance Years 2004 and 2005 and (based on preliminary cycle 1 data) 95 %
for Compliance Year 2006. Four new RTC price reporting and evaluation candidates
were then discussed. A primary concern of participants was that any new reporting
method not impact the price of RTCs or fees to AQMD. There was also strong
opposition to any change which would eliminate the ability for facilities to trade IYBs. A
straw vote showed a roughly even split in support for Candidates I and III, with a lower
level of support for Candidate II and no support for Candidate IV. The final topic of
discussion was investor participation in the RTC market. Investors, which provide
needed capital for control equipment, have no compliance obligations, and have the
potential to manipulate the price of credits have become increasingly active in market.
Some participants expressed concern regarding investors dominant role in I'YB trades
during 2006 and 2007. Others indicated that participation by investors is a benefit to the
market which increases liquidity. The opinion that the data presented by AQMD was
alarmist and a more appropriate presentation of data would have been regarding
investors’ holdings rather than their participation in trades. Participants also indicated
that there have always been sufficient IYB RTCs available for sale, indicating that
investors have not tied up the market. The opinion was expressed that RTC holders
without compliance obligations could be good for the functioning of the market at times
when demand is high. Finally, written comments to Mitch Haimov (via mail or to
mhaimov@aqmd.gov) were requested and it was explained that AQMD can only
consider written comments when preparing the report to the Governing Board, ARB, and

EPA.



