June 7, 2010
California Air Resources Board
1001 "I" Street
P.O. Box 2815 
Sacramento, CA 95812

http://www.arb.ca.gov/cc/capandtrade/comments.htm
Re: Comments on California Air Resources Board Proposed Cap and Trade 

The Glass Packaging Institute (“GPI”) is the voice of the glass container industry in the United States and represents all those glass container facilities currently operating in California.  GPI’s members produce glass containers for food, beer, soft drinks, wine, liquor, cosmetics, toiletries, medicine and more.  GPI respectfully submits the following comments on the California Air Resources Board’s (CARB) proposed Cap and Trade rule, presented May 17th, 2010.

The Glass Container Industry is an Energy Intensive/Trade Sensitive ‘High Risk’ Industry

We agree with CARB’s position that the glass container industry is an Energy Intensive/Trade Sensitive ‘high risk’ industry and that without consideration in the Cap & Trade rulemaking, would result in rapid manufacturing relocation or ‘leakage.’ (re: Slide 55 in May17, 2010 Webinar.)
As stated, carbon leakage occurs when increased compliance and energy costs on trade intensive entities covered by a GHG laws move production (and jobs) to unregulated countries or states to avoid regulation.  CA and America’s glass industry is especially susceptible to carbon leakage according to EPA,
 the General Accountability Office (GAO),
 and an industry groups’ testimony to Congress.
  

In recognition of this fact, both the House and Senate bills (H.R. 2454, Waxman-Markey; S. 1733, Boxer-Kerry) provide for a detailed rebate system to prevent the leakage.
  For example, both bills set the rebate eligibility requirement at 5% for energy/GHG intensity and 15% for trade intensity.  If an industrial sector exceeds these two thresholds, it is eligible.  As depicted in the chart on the next page, which was presented at the House Committee on Ways and Means Subcommittee on the trade aspects of climate change legislation (March 24, 2009), numerous domestic industries, including glass manufacture – without the assistance of rebates – would migrate to unregulated countries should rules be promulgated that runs contrary to these sensible provisions.  Imports would then increase without trade rules in place (currently being debated in Congress) to level the playing field.
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See supra n.3, at Attachment A.


Thus, GPI believes that the best solution is to exempt energy intensive/trade sensitive industries from the Cap and Trade program to avoid further loss in basic manufacturing to other nations or in California’s case, other states, beyond what has already occurred in the business-as-usual scenario.  In the event that the glass container industry is not exempted from the Cap and Trade requirements under AB 32 then GPI strongly supports the solution proposed by CARB staff to address this issue which is free allocations through 2020 and beyond.
Benchmarking Glass Furnace Emission Intensity has a Plethora of Variables 
Benchmarking glass furnace emission intensity was outlined in the May 17, 2010 Webinar.  Glass furnace emission intensity is greatly influenced by the amount of cullet used, the level of electric boost utilized, and the design, age, and production rate of the furnace. 

· Cullet has direct influence on the amount of fossil fuel consumption for every furnace.  The availability of cullet is highly variable throughout the country and the state and is not in the direct control of the manufacturers.  This is an important aspect of the business to be taken into consideration when benchmarking performance.  

Because of this, GPI would strongly encourage CARB to work directly with CalRecycle in an effort to make more cullet available in California for recycling.  GPI is willing to partner with CARB and CalRecycle to enhance this process.

· All glass furnaces in California are regulated Title V operations.  Whether or not a facility can install or increase electric boost is dictated by the local air agency.  The ability to install electric boost can have an impact on CO2 emissions, therefore this would need to be carefully considered in any benchmarking activity.  

·  The furnace design (whether a furnace is a side port, an end port, or an oxy-fuel and/or its designed insulation package) can only be modified when the furnace ends its useful life and must be completely rebuilt, (the influence of age on the furnace.)  Even then, because all California furnaces are regulated Title V operations, to modify a furnace in any way requires local air agency approval – or the furnace must be rebuilt with the old design and/or technology.  

· Furnace production rate is a function of the customer demand, the type of container being produced and the capabilities of the equipment. These factors will have an impact on the emission intensity of the operations and the ability to modify any or all parameters needs to be evaluated when benchmarking. 

· GPI believes that an intensity number such as; per ton of glass melted, may  be a more appropriate metric in evaluating performance which GPI would be happy to work with CARB to better define.  .

Reductions in Process Emissions Equates to Reductions in Production.  
Although process emissions were mentioned in the May 17, 2010 Webinar having a potential to be exempted, the slide programs do not outline this.  Process emissions are inherent in how a specific item might be produced and therefore, are not impacted by typical GHG control strategies.   This again will likely result in a decrease in industrial production for California glass container producers or ‘the race to the bottom’ where industry shuts down and relocates to jurisdictions where such rules don’t exist.  The American public supports such decisions by purchasing those like items with less cost regardless of where the item was manufactured.  

GPI would strongly suggest that process emissions be exempted from any Cap & Trade requirements and would like to see this confirmed.

Free Allocation Formula – Output  
A number of considerations were outlined in the May 17, 2010 Webinar and it is apparent that work is still needed before this can is finalized.  GPI believes that we can work with CARB to evaluate the effectiveness of the current model for the glass container industry and looks forward to the opportunity to do so in a way to address the uniqueness of our industry. 
Matching Programs –United States and California 
While GPI appreciates the fact that CA is taking the lead on addressing the issue of global warming we have concerns that a California specific program will be fraught with problems that send the state into a further recession.  It is our belief that the most effective way to address the global warming issue is at the national level and strongly encourages CARB to make clear that their Cap and Trade program mirrors exactly that of the national program once developed.  Without this issue being addressed clearly, California faces a significant problem with industrial leakage.
Free Allocations to 2020 – What’s Beyond?
The May 17, 2010 Webinar outlined that Energy Intensive/Trade Sensitive ‘high risk’ industry could possible attain free allocations through the year 2020.  GPI is concerned the CARB may not have thought about beyond 2020 and the overall impact to the glass container industry should the allocation system diminish.

Thank you for your time and consideration on this important rule making process and the impact it is likely to have on the glass container industry.  As mentioned throughout, GPI stands ready to engage with CARB on this issue and look forward to establishing a schedule of meetings with CARB staff to begin discussing the above concerns.  
Sincerely,

[image: image2.jpg]Jpept 9, lallearee




Joseph J. Cattaneo

President

Glass Packaging Institute (GPI)

Glass Container Manufacturing








�	 Appendix to EPA Cost Analysis of HR 2545 at , available at � HYPERLINK "http://www.epa.gov/climatechange/economics/pdfs/HR2454_Analysis_Appendix.pdf"��http://www.epa.gov/climatechange/economics/pdfs/HR2454_Analysis_Appendix.pdf�.


�	 General Accountability Office, Climate Change Trade Measures:  Considerations for U.S. Policy Makers (July 2009), available at: � HYPERLINK "http://www.gao.gov/new.items/d09724r.pdf"��http://www.gao.gov/new.items/d09724r.pdf�.


�	 See Testimony of John J. McMackin, on behalf of The Energy-Intensive Manufacturers’ Working Group on Greenhouse Gas Regulation, Before the House Committee on Ways and Means Subcommittee on Trade Hearing on Trade Aspects of Climate Change Legislation (March 24, 2009), available at: � HYPERLINK "http://waysandmeans.house.gov/media/pdf/111/mcm.pdf"��http://waysandmeans.house.gov/media/pdf/111/mcm.pdf�.  


�	 H.R. 2454 at §§763-764;  S. 1733 at §§763-764.
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