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September 15, 2009

To:

Regional Targets Advisory Committee

From:  
Richard Lyon



California Building Industry Association

Subject:  
Preliminary Results of CBIA Study of Recession Impacts on 

Housing-Related GHG Reduction

The Regional Targets Advisory Committee is completing its final recommendations to the California Air Resources Board on the appropriate methodology for setting regional greenhouse gas emission reduction targets for the transportation/land use sector, as well as guidance on what constitutes ambitious yet achievable targets.  

The Building Industry strongly urges that neither of these two fundamental tasks be finalized without taking into consideration and clearly articulating to the California Air Resources Board the effect of the recession on the magnitude of regional targets.  

The following summary presents a snapshot of the recession’s impact on future housing production and the implications for GHG emissions reductions.  Our early results indicate that GHG emission on the order of 9  to 10 MMTCO2E per year from new housing and associated Vehicle Miles Traveled (VMT) were assumed to occur between 2010 and 2020 in the base data for the AB 32 Scoping Plan and SB 375 targets -- but will not occur due to reduced housing production levels caused by the recession.  These foregone GHG emissions exceed the 5 MMTCO2E preliminary transportation/land use sector target imbedded in the Scoping Plan and SB 375 process.

How has the recession impacted the share of GHG emissions resulting from housing growth through 2020?

Our Association is nearing completion of an analysis that documents how substantial housing-related greenhouse gas production will not occur as assumed due to lower housing production resulting from the current recession.  The study examines housing production from l990 through 2020, comparing actual housing permits to the amount of housing production assumed by the California Air Resources Board and the California Energy Commission Energy Demand Forecast in preparing the AB 32 Scoping Plan and preliminary SB 375 target for the transportation/land use sector.  

The following early results of our work are important to RTAC’s final recommendations on target-setting, target adjustments and achievable regional targets:
•
A notable drop in housing production below CARB/CEC assumptions has already occurred between the proposed SB 375 base year of 2005 and 2009.  Approximately 377,483 fewer single and multifamily units than assumed by CARB and CEC in the data that informed the placeholder transportation/land use sector target were produced as a result of the economic slowdown.

•
CARB/CEC assumptions underpinning targets in the AB 32 Scoping Plan and SB 375 process have overestimated 2010 – 2020 housing production by 836,254 single and multi-family units.  

•
These overestimated units represent approximately .46 MMTCO2E --30% of 2010-2020 projected GHG emissions from new residential solid waste, water, electricity, and natural gas use assumed by CARB and CEC in the AB 32 Scoping Plan. 

•
The overestimated housing units would have resulted in an estimated 54.3 million Daily VMT during the 2010-2020, based on 2020 MPO VMT/household factors.

•
Rough ballpark estimates of GHG emission reductions due to VMT associated with overestimated housing units exceed 9 MMTCO2E per year, based on EMFAC 2007.  These emissions will not occur as a result of diminished housing production.  

•
The VMT-related GHG emissions foregone are equivalent to elimination of approximately 2.1 million passenger cars, or approximately 1.7 million passenger cars and light trucks, during the 2010-2020 period.

Our next step is to work with CARB and CEC staff to review these findings, and prepare refined estimates for use in the SB 375 target-setting process and continued development of other AB 32 Scoping Plan measures.  

What do these foregone GHG emissions due to lower housing production mean for

SB 375 transportation and land use sector targets ?

•
Account for overestimation of housing growth and associated GHG emissions going back to 2005 and beyond.  Our research indicates overestimation of housing production extends all the way back to the recommended base year of 2005, and even further back to 1990.  This overestimation suggests that the initial SB 375 “placeholder” target was based on expectations of housing and residential VMT GHG contributions that are consistently overstated.  

· 
Examine the full range of development growth decreases resulting from the 
economic slowdown.  Although our study does not examine commercial or 
institutional development, we expect that many of the same lingering recession 
 
emissions from the levels built into the assumptions for the AB 32 Scoping Plan, 
and SB 375 targets in these areas as well.

•
Reflect housing growth expectations in the target setting process  The “Target Setting” discussion (page 8) should recommend that current, medium- and long-term effects of the recession and state funding crisis be among the broad range of tools and information on which CARB bases the SB 375 regional targets.  Even the best models and Best Management Practices will not compensate for a failure to acknowledge economic circumstances different from those assumed at the outset of the AB 32 and SB 375 processes.  

•
Insure regional target adjustments for decreased future housing production.   and related VMT.  CARB must consider an accurate 2010-2020 projection of housing production for the state and its regions in setting SB 375 targets.  The housing growth projections for each region should reflect reduced future housing growth from levels assumed in the AB 32 Scoping Plan.  This should be a standard adjustment factor in Steps 1-3 of the CARB/MPO sketch planning process designed to allow regional input to the final targets (pages 9-10).  

•
Include building and construction experts in evaluating BMPs and their effectiveness.  Building and construction industry representatives need to participate in the recommended expert panel  (page 12) that will help develop the BMP list and spreadsheet,  to insure that realistic expectations about housing production inform the final product.  Best Management Practices could be expected to produce smaller GHG benefits due to the smaller amount of housing growth and related VMT growth.

•
Consider contractions in the economy in determining what constitutes an


“ ambitious, achievable” regional target.  We urge that the discussion of achievability and ambitiousness of targets (page 25) specifically note the need to take the statewide economic slowdown into consideration in setting appropriate targets for each region. Regions will experience lower than anticipated GHG emissions in the future as a result of lower housing and other development than previously assumed in setting AB 32 Scoping Plan and SB 375 targets.

How did we make our estimates?

The following summary presents the key assumptions and methods used to generate the 

preliminary numbers cited above.

•
ARB/CEC housing growth estimates.  Housing growth assumptions used in AB 32 Scoping Plan target-setting were verified with CARB and the CEC.  

•
Actual housing permits 2000 to present.   Housing permits issued for the first eight years of the decade were plotted.  Permits normally outpace actual construction, making this data a conservative estimate of housing unit and emission growth.  All data were provided by the Construction Industry Research Board.  

•
Future housing unit growth adjusted to reflect economic slowdown.  Future housing growth to 2020 assumed by CARB and by the CEC Energy Demand Forecast was adjusted based on housing production recovery following two previous recessions in the l980s and l990s.  The rate and type of housing growth emulates these earlier recoveries. Considering the severity of the current housing recession, ConSol’s estimation should be considered conservative. 
•
Estimated GHG emissions associated with the “box.” GHG emissions associated with solid waste, water, electricity and natural gas use were calculated and compared to CARB/CEC’s original assumptions used in the AB 32 Scoping Plan.  

•
Estimated GHG emissions due to VMT associated with new units.  Our VMT-related GHG emissions calculations are intended as a rough ballpark estimate to establish the magnitude of the potential impact:

•  836,254 overestimated housing units were allocated to MPOs based on their relative share of projected 2020 housing from CARB’s Draft Summary of Regional Scenario Data (June 1, 2009)

•  Each MPO’s daily VMT/household factor from the Draft Summary of Regional Scenario Data (June 1, 2009,compiled by CARB for the RTAC) was applied to the overestimated units for that region. 

•  EMFAC 2007 was used to generate CO2/year  emission factors from the daily VMT estimate

•  Data from the California Climate Action Registry Protocol was used to convert CO2 emission estimates to CO2E estimates that include N2O and CH4 emissions. The adjustments are less than one percent

•  Greenhouse gas estimates were converted to equivalent vehicle impact based on CARB’s Fact Sheet, which indicates that 1 MMTCO2e is the equivalent of 216,000 passenger cars or 179,000 passenger cars and light trucks.

 
