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December 14, 2010

Chairman Mary Nichols and Members of the Board

California Air Resources Board

1001 I Street

Sacramento, CA 95812

Re:  Proposed Regulation to Implement the California Cap and Trade Program

Dear Chairman Nichols and Members of the Board:

California Interfaith Power and Light supports the timely implementation of the Cap and Trade program and commends the agency on the release of the proposed regulation. We support many of its provisions. However, we find that other provisions need strengthening.  If properly implemented, the Cap and Trade program will increase renewable energy, reduce greenhouse gas emissions, and reduce air pollution from oil refineries and other facilities that harm nearby communities.

California Interfaith Power and Light (CIPL) offers specific comments and recommendations on the following areas of the proposed Cap and Trade program:

· Auctions

· Offsets

· Public Health Provisions

· Voluntary Renewable Energy Set-Asides

Auctions

We are disappointed with the proposal to launch the Cap and Trade program by offering extensive allowances for free to the electricity sector. Auction revenue is necessary to create a stream of revenue to support vulnerable communities and to allow low income Californians to fully participate in the clean energy opportunities being created. Specifically, funding is needed to help low income households avoid increased energy costs, by improving home weatherization, energy efficiency programs, and bill pay assistance as needed. In addition, revenue is needed to direct clean energy opportunities, including job training, to communities disproportionately burdened by power plant pollution.  

In addition, excessive reliance on free allowances could result in windfall profits for industry with the most emissions, creating a perverse incentive to pollute. 

We urge the ARB to pay close attention to the recommendations of its own Economic and Allocation Advisory Committee (EAAC).  The EAAC focused its work on four criteria – cost-effectiveness, fairness, environmental effectiveness, and simplicity.  The EAAC recommended that “the ARB rely principally, and perhaps exclusively, on auctioning as the method for distributing allowances.”  

The EAAC recommended “against supporting industry profits with allowance value, except when this is a byproduct of efforts to prevent potential leakage.”  Both the EAAC and the Economic and Technology Advancement Advisory Committee of the Air Resources Board found that 10 to 15 percent of allowances would more than adequately compensate energy intensive industries for potential leakage.

CIPL is pleased to see that ARB will require full auction in the transportation sector when it comes under regulation in 2015.  We urge the ARB to enact full auctions for all sectors from the outset of the Cap and Trade program.
Offsets 

CIPL opposes the wide use of offsets proposed under the Cap and Trade program.  The current proposal would allow offsets for up to eight percent of an entity’s compliance obligation.  This is nearly 100 percent of the entity’s required emission reduction.  Companies should be required to reduce their emissions at their facilities and not buy offsets far from the neighborhoods where they are located.  

Offsets make sense when one considers the need to reduce greenhouse gas emissions from only a global perspective.  However, co-pollutants at oil refineries and other industries harm the communities in which they operate.  The health impacts of that pollution will not change if the refineries and facilities are allowed to purchase carbon offsets rather than clean up their polluting facilities. 

This is precisely why CIPL supported AB 1405 (deLeon) last year.  The bill passed both houses of the legislature before it was vetoed. If signed into law, the legislation would have ensured that, as California takes steps to address climate change, the state would invest in neighborhoods that continue to suffer from higher levels of pollution and have the fewest resources to confront the expected impacts of climate change.  Now, it is the responsibility of ARB to make good on the commitment made to disadvantaged communities in AB 32, namely to “ensure that activities undertaken to comply with the regulation do not disproportionately impact low-income communities.”
Public Health Protections
AB 32 specifically requires that disadvantaged and vulnerable communities be protected and indeed, must benefit from implementation of greenhouse gas reduction measures.  CIPL joins with other public health and environmental justice organizations in supporting the public health assessments of the cap and trade scenarios by the Department of Public Health and the Air Resources Board.

Nevertheless, we believe the public health protections must be strengthened.  We urge ARB to provide specific direction as to the amount and use of a Community Benefits Fund.  ARB should set aside -- at a minimum -- four percent of allowances from the industrial and electricity sectors at the beginning of the Cap and Trade program.  Funds should be used in the most impacted and disadvantaged communities on programs or projects for:

· Air pollution and climate change mitigation measures

· Community public health programs

· Local green collar employment opportunities

We also urge ARB to develop a more robust methodology than it currently has to identify the most impacted communities.  ARB should use GIS mapping to look at cumulative air emissions combined with multiple socioeconomic factors. In its August 25, 2010 letter, the Air Resources Board’s Environmental Justice Advisory Committee gave specific recommendations on what belongs in a screening method for low-income communities that are highly impacted by air pollution.

Furthermore, we urge ARB to conduct ongoing reviews and updates of the co-pollutant emissions assessment.  We urge ARB to continue working with the Department of Public Health to conduct broader assessments of the impacts to public health as the Cap and Trade program continues to be implemented.

Voluntary Renewable Energy Set-Asides

CIPL supports the Voluntary Renewable Energy Set-Aside.   We understand that “voluntary associated entities” such as non-profit groups will be able to participate fully in the secondary markets and auctions.  As legal non-profit organizations, many religious congregations are installing solar panels and undertaking other carbon-reducing measures at their facilities.  With the implementation of an off-the-top voluntary renewable energy set-aside program, congregations would be assured that their actions are resulting in net emissions reductions.  CIPL looks forward to working with the Air Resources Board as it develops the specific mechanisms to encourage voluntary purchases of renewable energy.
Conclusion

California has the opportunity to become the world’s leader in effectively addressing climate change.  We urge the ARB to make sure that the Global Warming Solutions Act of 2006 is implemented effectively and equitably for all the people of California.  Please prohibit free allowances and please substantially limit offsets.  

Thank you for the opportunity to comment on this historic document.

Sincerely,
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Susan Stephenson 

Executive Director

California Interfaith Power and Light
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