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Western States Petroleum Association

Credible Solutions ( Responsive Service ( Since 1907

Catherine H. Reheis-Boyd
Chief Operating Officer and Chief of Staff
June 19, 2008

Mr. Bob Fletcher

Division Chief

Stationary Source Division

California Air Resources Board

P.O. Box 2815

Sacramento, CA 95812

Via e-mail to Bob Fletcher
Re.  Proposed Concept Outline for the CA LCFS Regulation

March 25 LCFS Workshop

Dear Mr. Fletcher:

The Western States Petroleum Association (WSPA) would like to provide comments on the recently released Proposed Concept Outline for the CA LCFS Regulation and the proposals discussed during the March 25 LCFS Workshop.

As you know, WSPA has been actively engaged in providing comments on the various LCFS proposals released by the agency to date.  The attached document, “WSPA LCFS Implementation Proposal” along with the attached presentation “Implementing the Governor’s Low Carbon Fuel Standard” were provided to ARB during the March 25 workshop. 

Both documents provide our views on the best principles and design for the LCFS that will help ensure ARB doesn’t significantly disrupt the state’s transportation fuels market.  In particular, WSPA continues to advocate that the use of clean diesel technology in passenger vehicles (PVF) displaces gasoline demand and reduces the GHG intensity of the PVF pool.  Sales of diesel for PVF should therefore be able to generate credit.  We ask that ARB reconsider their current approach. 

Our collective goals should be to not only ensure cleaner air and a lower global release of GHGs, but also to ensure an adequate, reliable and affordable supply of transportation fuels in the state.

There are several issues ARB staff requested feedback on since they were new proposals.  This letter and attachments will outline WSPA’s positions on the core LCFS elements released to date, and we would be happy to meet with ARB to further discuss the positions and concepts.

CARB Request for Feedback on Following Elements:

· Inclusion of Hydrogen in the Scope

As WSPA has reiterated numerous times, we believe starting with a single program for Passenger Vehicle Fuel (PVF) provides the best way to successfully phase in the LCFS program.  Hydrogen may not need to be included immediately because of very limited hydrogen powered passenger vehicles in the near term.  However, it may be appropriate to establish a process that would allow hydrogen producers and importers to voluntarily opt in early to the program and generate LCFS credits provided that they demonstrate the volumes of hydrogen are used to power road transport vehicles.

· Standards for 2025 to 2030 and beyond

A WSPA concern is CARB staff’s initial proposal to expand the LCFS program scope, and require 10% GHG reduction for both gasoline and diesel. WSPA questions the feasibility of the 2020 requirements, so we think the discussion of a 2025/2030 timeframe is premature.  CARB needs to provide our industry with realistic scenarios showing how they believe the LCFS can be attained in the initial target schedule before moving out even further.
· Factors that Impact slope of a Compliance Schedule

It will be impossible to achieve a 10% reduction in GHG intensity by 2020 without the development and commercialization of technologies that do not exist today.  The compliance schedule should drive innovation of next generation low carbon fuels and provide sufficient time to develop, demonstrate, commercialize, and build the necessary technologies. 
Additionally, when considering the phase-in requirements, CARB should consider not only the LCFS, but also the renewable fuel mandate requirements under the recently enacted Energy Independence and Security Act (EISA).  The renewable fuel requirements under EISA apply not only to parties that will be obligated parties under the California LCFS but also other parties.  Thus, refiners and importers outside of California will be competing for the same volumes of second generation biofuels that California refiners and importers will require to satisfy their LCFS obligation.  The phase-in schedule should recognize this and provide time for the technology to develop and commercialize.  Because of these considerations the compliance schedule should be back-end loaded.  

The Compliance schedule should be designed whereby the development and use of advanced biofuels is given additional credit towards meeting LFCS standards.  In such a system, fuels that exceed a certain carbon intensity reduction receive extra “value” (either in terms of volume or carbon intensity reduction) than the reference fuel.   Fuels achieving higher reductions should receive higher value.   The value (multiplier) for the advanced biofuel should decline over time but should be significant enough to send a market signal that would encourage development of those fuels (see attached diagrams for illustration purposes).
· Medium-Duty Fuels

We do not believe the time to deal with medium and heavy-duty segments is now.  It will be appropriate later on after the PVF sector is addressed.

· Types of Alternative Vehicles & Fuels

CARB’s outline for alternative fuel treatment is far too complicated.  Program reviews can incorporate details as fuels become significant in the market.  We continue to expect the state will expeditiously work on the following alternative fuels issues:  adoption of new ASTM/other standards, development of vehicle certification requirements so the auto manufacturers will use ethanol rather than MTBE-containing gasoline to certify, definition of any criteria pollutant emissions impacts, and evaluation of infrastructure requirements including UL certification.
· Volume Obligation for Ultra Low Carbon Fuel
WSPA is opposed to a volume obligation that is incorporated (as it is in the proposal) as an overlay to a baseline program.  We believe that a better way to address this issue is via innovation credits.

WSPA supports a system design whereby the development and use of advanced fuels is given additional “innovation” credit towards meeting LCFS standards.  In such a system, fuels that exceed a certain carbon intensity reduction receive extra “value” (either in terms of volume or carbon intensity reduction recognition) in comparison with the reference fuel.  Fuels achieving higher reductions should receive higher value.  The value (multiplier) for the advanced fuel should decline over time but should be significant enough to send a market signal that would encourage development of those fuels.
· Definition of “Providers” for Point of Regulation for Alternative Fuels

WSPA has provided its thoughts on the point of regulation for gasoline and diesel, i.e. refiners and importers.  However we have not yet arrived at a position relative to alternative fuels since this is more complicated.

· Reporting Requirements for Non-Biofuels

Although WSPA feels the details should be developed in concert with the alternative fuel providers, we do believe the final requirements should be consistent with existing reporting for conventional fuels, including confidentiality provisions.

· Procedure for Using Default Values

Our overall position is that default values should be based on sound science and should have average values rather than pessimistic values. WSPA supports a process allowing companies to qualify for optional carbon intensity values using actual process - or facility-specific data. This opt-in process should be transparent, rigorous, and limited only to major process changes that yield significant reductions in fuel carbon intensity, such as large carbon sequestration projects.  The submissions and communications for that process should be protected under the PIIRA statute.  This opt-in process could be developed and implemented as part of the LCFS program.

· Tracking Biofuels

Again, WSPA thinks this mechanism needs to be developed in concert with the biofuels interests, however the result needs to be consistent with existing reporting for conventional fuels.  It also needs to be consistent with EPA’s tracking programs.

· Conversion & Adjustment Factors

CARB must adhere to principles of good science, consistency and fairness.  Drive-train efficiency is a critical element of the LCFS program since it is one of the links in the “wells to wheels” chain.

· Crude Oil Default – Definition of “Substantive”

WSPA believes all crude oils should be treated equally and there should be a single baseline value for all crude oil feedstocks used to produce fuel sold in California.  

· Refinery Default Value Approach

WSPA supports the CARB recommendations that a single average, default refinery efficiency value should be applied to all refineries, and for an opt-in process by which obligated parties may receive credit upon demonstrating substantive refinery efficiency improvements relative to the default refinery efficiency value.   Additionally, as the industry makes changes the average fuel carbon intensity (AFCI) should be updated, while maintaining the standard baseline value.  These updates should be performed during program milestone reviews.  
I would be happy to arrange a meeting to discuss these positions, or if you or your staff have any questions, please do not hesitate to contact me or Gina Grey of my staff.
Sincerely,
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cc:
Dan Dunmoyer

Linda Adams


Cindy Tuck


Mary Nichols


James Goldstein


Mike Scheible

Dean Simeroth


John Courtis


Renee Littaua
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