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December 19, 2008

To:
Mr. Bob Fletcher


Ms. Renee Littaua, 


California Air Resources Board

From:
David L. Modisette,


Executive Director, 


California Electric Transportation Coalition


1015 K Street, Suite 200


Sacramento, CA 95814

Re: 
Comments of the California Electric Transportation Coalition (CalETC) on the December, 2008, Draft California Low Carbon Fuel Standard Regulation.

Part 1:  Designation of Regulated Party for Electricity; Ability to Transfer LCFS Credits to Non-LSE Providers of Electric Infrastructure  (Section 95424 (a) (6),  page 17)

The California Electric Transportation Coalition (CalETC) appreciates this opportunity to provide comments on the December, 2008, Draft California Low Carbon Fuel Standard Regulation.    The members of the Board of Directors of CalETC are:  Southern California Edison
, Sacramento Municipal Utility District; San Diego Gas & Electric Company; Pacific Gas & Electric Company, and the Los Angeles Department of Water & Power.

1.
Utilities are planning to pass on to the individual electric transportation (ET) customer  some or all of the value of the electricity LCFS credits in the form of reduced electricity rates, through the provision of additional infrastructure, or by offsetting higher costs resulting from increased ET programs and services.  These reduced rates, infrastructure, cost offsets, or other services will encourage and incentivize the use of electricity as a low-carbon transportation fuel, which is the goal of the LCFS.  
CARB has assurance that this will happen because utilities are closely regulated by either the CPUC or the governing boards of municipal utilities.  These regulating entities have the final decision over how the potential value of LCFS credits is distributed to utility ratepayers, but the expectation is that since these LCFS credits are derived from customers that have chosen electric transportation, that the value of these credits will flow back to the individual ET customer in the form of reduced rates or costs.
Utilities believe that this is the best way to incentivize and build the market for low-carbon electricity to be used as a transportation fuel – to utilize LCFS credits to reduce costs to customers that choose electric transportation.

Regardless of whether utilities sell electricity for transportation purposes directly to their ET customers, or to these non-LSE “bundled” charging infrastructure providers, utilities receiving  LCFS credits will be able to reduce rates or costs to all customers that choose electric transportation.

2.
Some potential non-LSE “bundled” charging infrastructure and other service providers are saying that they will not sell or use any LCFS credits they would receive and bank; that they intend to “hold” or retire the credits as part of their business plan.   This business model does not return to customers the value of the credit, nor does it reduce the cost or incentivize the ET consumer in any way.  In contrast, if the utility retained the credit the benefits mentioned above would be realized.  

Utilities believe that the better way to build the market for electric transportation is to reduce the rates and other costs for ET, rather than to bank, hold or retire LCFS credits.

Additionally, if these non-LSE “bundled” infrastructure and other service providers are banking and holding credits above the compliance targets of the LCFS or AB 32, they are driving up compliance costs for other regulated entities beyond what was expected or planned.  They are increasing program costs for the LCFS and AB 32.

3.
Utilities are planning to undertake significant actions and make significant investments to facilitate electricity as a transportation fuel, and to do so in a way that keeps costs below what they otherwise would be for the ET customers and for all ratepayers.  These actions are designed to build the market for electricity as a transportation fuel, and to enable carbon reduction from the transportation sector through the substitution of petroleum with electricity.  LCFS credits are needed to further offset and reduce these costs.   These actions and investments include:


a.
Significant investments will be needed in electric infrastructure, both on the utility side of the meter (i.e. distribution and transmission upgrades) and on the customer side of the meter (i.e. wiring and panel upgrades).  


b.
The LCFS regulations themselves will require separate metering of electric transportation load, so there will be additional cost for the development and implementation of new metering hardware and software.


c.
There will be costs for additional electrical energy generation and capacity needed to serve the new ET loads.  State requirements for renewable energy will place additional upward pressure on the cost of electricity.  


d.
There will be costs for mitigation of additional emissions from new ET load, including GHG and criteria pollutants.


e.
There will be costs for load management equipment and services, to shift charging to off-peak periods.


f.
The LCFS also imposes additional costs for ET reporting and auditing, credit verification, credit banking and trading.


g.
There will be additional costs to integrate ET energy storage with the “Smart Grid” vision of using more renewable energy during off-peak periods; and the possibility of using that stored energy in ET vehicles, or in stationary applications of advanced automotive batteries, to return energy to the home (V2H) or to the grid (V2G) during peak load periods

4.
LCFS credits for electricity as a transportation fuel should accrue to the electricity “fuel” provider, which is the utility or other LSE, for the reasons explained above.   However, if CARB would like to allow these credits to be transferred from the electricity fuel provider to the non-LSE “bundled” charging infrastructure and other service provider, there is a way to do this within the structure of the LCFS regulations.  

We believe the best way to accomplish this would be to allow 3rd parties (non-regulated parties) to acquire LCFS credits.   This would allow companies such as these non-LSE “bundled” charging infrastructure providers to acquire LCFS credits through mutual agreements with utilities or other regulated parties.  This could be accomplished through the elimination of the prohibition on 3rd party credit acquisition in Section 95425 (c)(2) in the draft regulations.

However, if this recommendation is not acceptable to CARB, an additional solution would be for the LCFS regulations to provide for the transfer of LCFS credits to these non-LSE infrastructure and other service providers, by a written agreement between the two parties.   

This could be explicitly provided for in the LCFS regulations with new language like this in Section 95424 (a)(6):

"For electricity used as a transportation fuel, the regulated party is the electricity Load Serving Entity (which includes investor-owned and publicly-owned utilities).   A Load Serving Entity (LSE) and a non-LSE provider of bundled charging infrastructure and other electric transportation services may negotiate a contractual agreement to transfer some or all of the LCFS credits associated with sales of electricity for transportation purposes to the non-LSE provider of bundled charging infrastructure and other electric transportation services."

With these solutions, the utility (or other LSE) can continue to pass through the value of the LCFS credits to the ET customers in the form of reduced rates, cost offsets, and/or other services to incentivize the ET market.  And the non-LSE “bundled” infrastructure and other services provider is able to acquire the LCFS credits and use them in their marketing or for other purposes.

5.
There should be consistency in the LCFS regulations in the way that fuel providers and “infrastructure providers” or “retail station owners” are treated.   We believe that the LCFS was intended to apply to fuel providers.  However, we would agree that in some instances it makes sense to provide for LCFS credits to pass-through or partially pass-through from the fuel providers to the infrastructure providers (aka, retail station owners), and that the best mechanism for that is through a written agreement between the two parties.  This is consistent with the structure and language we have proposed in #4 above.  We believe this concept is applicable to all fuels.

6.
We want to clarify for CARB that, by law, only utilities and other regulated LSEs can sell or re-sell electricity to retail customers.    These utilities and other regulated LSEs are the only legal electricity fuel providers. If other entities want to sell or re-sell electricity they must become regulated entities under the jurisdiction of the CPUC or become publicly-owned utilities.

7.
One of the large unknowns in this situation today is just how these non-LSE “bundled” infrastructure providers will structure their business offerings, what electricity or other services they will purchase from the utility, what other services they will provide directly?  Currently there are no agreements with utilities.  So there are many unknowns.   

CARB should work with the CPUC, municipal utilities, investor-owned utilities, and with these potential non-LSE “bundled” infrastructure and other service providers to understand the evolving market structure for electric transportation providers.  In this way CARB can best make decisions on who should generate LCFS credits.   CARB should not make decisions to provide LCFS credits to these parties until it understands what services will be provided, at what cost, and what the relationship is to the utility in terms of providing electricity, metering, and other services.

8.
CARB should not try to address all of the issues associated with getting clean alternative fuels and infrastructure into the marketplace in the LCFS.   There are other incentives, programs, and structures available to contribute to alternative fuel infrastructure, such as federal tax incentives, and possible grants from AB 118.  LCFS should not try to be all answers to all problems.  LCFS should focus on providing incentives for low-carbon fuel providers.




� SCE and PG&E do not necessarily agree with comments 4 and 5 in this document and will be submitting separate written comments on these issues.





