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December 10, 2010

Mary Nichols, Chair and Members of the Governing Board
California Air Resources Board

1001 I Street

Sacramento, CA 95814

RE:  Proposed California Greenhouse Gas Emissions Cap-and-Trade Program (CARB Hearing December 16, 2010 - Agenda Item 10-11-1)

Dear Chair Nichols and Members of the California Air Resources Board (CARB):  

We offer the following set of focused comments on ensuring the requirements of AB 32 to adequately address co-pollutant emissions and localized impacts are fulfilled in the CARB staff proposed “California Greenhouse Gas Emissions Cap-and-Trade Program”.  As such, our comments are primarily focused on two topics:  Co-pollutant Assessment and the Community Benefits Fund.  

In a nutshell, we have an overall concern about the staff proposal for the program which we believe leans heavily towards benefiting pollution sources economically, while leaning minimally towards either economic or health benefits for the most impacted and disadvantaged communities.  For example, the staff proposal to move the offsets limits from four percent of emissions (as proposed in the Scoping Plan , December 2008) to now proposing eight percent of emissions allows polluting sources to achieve the majority of their respective share of emission reductions by purchasing offsets (nearly 100%).  Clearly, this level of offsets will have a negative health impact on the ability to maximize localized pollution reductions that should benefit California residents.  This will be true of the program as it is implemented within the State, and particularly acute once California begins linking our program with other states and nations, as is anticipated.
  

Comments on Co-Pollutant Emissions Assessment

We have concerns about the approach CARB staff used to conduct the emissions assessment.  While we appreciate the challenges with conducting a thorough assessment, we believe the approach should ensure we are analyzing the specific impacts (both emissions and corresponding health impacts) of the cap-and-trade regulation exclusively, utilizing a smaller/neighborhood-level analysis to assess localized impacts, and including an analysis of the impacts from the use of offsets.  In addition to these concerns, we urge CARB to commit to specific benchmarked ongoing monitoring. 
As required by AB 32
, staff has conducted a “Co-Pollutant Emissions Assessment” in four areas of the state and concludes that the cap-and-trade regulation is expected to have a beneficial effect on emissions (p125, appendix P).  This conclusion is arguably justifiable because of the approach taken to compare the emission changes in the context of background levels and the size of the area considered for evaluation.  

However, in order to understand the extent of localized impacts, we believe that the assessment should have included evaluation scenarios of emission impact changes expected in the vicinity of emission sources (for example, at the fence line and 0.5 mile radius) as opposed to comparing it to the total emissions from all sources in a large area such as the community of Wilmington.  The historical data and previous assessments have consistently shown that predictions from similar macro scale modeling based on emission inventories have often proved to be misleading and have very limited accuracy in their predicting value.  For example, modeling from the State Implementation Plans (SIPs) in 1990s predicted attainment of ozone standard in the South Coast Air Basin by 2010 – yet, we are far from reaching that goal.    

In almost all of the previous regulatory development processes, the tonnage reduction or potential increase of emissions was estimated for that particular (specific) regulation and was estimated along with associated health benefits.   Staff argues that due to lack of information on the concentration, location, duration of air pollutant exposures, unique surrogate for the large industrial sources and data to conduct air quality modeling prevented them to conduct a health assessment.  However, with similar limitations many previous regulations and reports (goods movement, diesel emission reduction plan) including the Scoping Plan have estimates of health benefits. Furthermore, by incorporating other existing regulations into the assessment, CARB is not providing the focused evaluation of the cap-and-trade program we anticipate is envisioned in AB 32.

In our opinion, the assessment also neglects to consider the cumulative impact of offsets proposed in the cap-and-trade program.  The total offsets limit proposed is about 232 MMT CO2E or an average of 26 MMT per year (lower in early years and higher in later years).  According to the Scoping Plan, 169 MMT of CO2E reductions per year is associated with a co-benefit of reducing PM2.5 by 15 tons/day.  Applying the same ratio in a cumulative context, the proposed amount of offsets equates to losing the co-benefit of reducing PM 2.5 by 2.3 tons/day – this could be translating to about 100-120 deaths annually.

The above scenario is neither acknowledged in the proposed regulation nor has any real and viable solution to initiate or augment co-pollutant emission reduction efforts recommended in the proposal.

Comments on Community Benefits Fund (CBF)

While we appreciate the inclusion of a recommendation in the Initial Statement of Reasons (page II-29) to the Legislature and Governor to establish a Community Benefits Fund (CBF), we are disappointed that such a mention is not included with further detail in the regulation to ensure the CBF is initiated by CARB at the onset of the program, beginning in 2012 when auctioning and sale of allowances will begin.  

We believe CARB has the authority to initiate the CBF by providing a specific amount of funding into the fund from the beginning, while still recommending the Legislature and Governor appropriate the funds through legislation.
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The recommendation to establish a Community Benefits Fund (CBF) has been made by two advisory committees, the Governor’s Economic Allocations Advisory Committee (EAAC) and the AB 32 Economic and Technology Advancement Advisory Committee (ETAAC), as a way to ensure emission reductions and meet the AB 32 requirement to “direct public and private investment toward the most disadvantaged communities in California”.  However, the staff proposal fails to provide reasons as to why CBF should not be created at the onset of the program.  We offered a viable and specific proposal (attached), whereby funds could be provided at the initial onset of the cap-and-trade program. This effort also reflects the suggestion made by the Governor in his veto message this September on AB 1405 (deLeon) – California Climate Change Community Benefits Fund bill, where he stated “Important work continues at ARB to determine the most effective and least costly manner to implement AB 32.  I encourage the supporters of this Bill to work in earnest with ARB as they build this program”.  

Therefore, we urge you to reconsider our recommendation to ensure that the CBF is created at the onset of the program, with a specific percentage of allowances.  Or delay the use of offsets into the program for future years when additional compensatory emission reduction programs can be initiated simultaneously from the CBF funds.         

FINAL REQUEST

Should the Governing Board be unwilling to establish a CBF at the onset of the program with a minimum percentage of allowances being set aside, we suggest that the Board not make any attempts (even the most well-intentioned) to add new resolution or regulatory language which could unintentionally hinder efforts to successfully pursue legislative efforts.
Sincerely,

Shankar Prasad





Nidia Bautista

Executive Fellow





Policy Director

� Since many other groups will be providing more detailed comments on offsets, we will limit our comments to a general concern about the level of offsets allowed in the proposed program.


� AB 32 language:  “Prior to the inclusion of any market-based compliance mechanism in the regulations… the state board shall do all of the following:  (1) consider the potential for direct, indirect, and cumulative emission impacts from these mechanisms, including localized impacts in communities that are already adversely impacted by air pollution; (2) design any market-based compliance mechanism to prevent any increase in the emissions of toxic air contaminants or criteria air pollutants; (3) maximize additional environmental and economic benefits for California, as appropriate.”
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