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California Air Resources Board Members and Staff:

We believe the scoping plan process is moving in the right direction, and we recommend further strengthening before it is finalized in November.  

On July 31 we submitted Sierra Club's comments on the Plan to CARB's electronic comments page.  These comments can also be accessed at

www.sierraclubcalifornia.org/globalwarming.  

As a supplement, following are Sierra Club comments on the Appendices to the Scoping Plan, arranged by page number.
Page C-11 ff.  —Western Climate Initiative and Cap-and-Trade.  

•Sierra Club urges that the final version of the Appendices continue to bolster the Scoping Plan's strategic proposition that carbon emissions reductions should come mostly from  regulatory performance standards that directly reduce emissions, such as California’s clean-car, renewable-energy and energy-efficiency programs and incentive programs like the Solar Initiative.  While only 21% are projected to come from a carbon pollution market, we believe a strong case can be made to lower that percentage further, and we would like to see the Appendices make that case.  
 •  The Appendices should more explicitly detail the advantages of California requiring any carbon pollution market plan to require 100% auction.  This will ensure fairness to everyone, including consumers and producers.
•  Appendices should document and support the case for revenues raised by fees and/or auctions going toward clean energy technologies, public transit, environmental mitigation, green jobs, and aid for low-income consumers. Using these revenues to directly accelerate the transition to a low-carbon energy economy could be one of most economically powerful elements of the Plan.  We’d also like to see that funding used to provide re-training in renewable energy job skills for people now working in the fossil fuel industry. 
 •   The Appendices could usefully document concerns that aligning with the Western Climate Initiative (WCI) would dilute California’s program and result in fewer emissions reductions and more delays, unless California can bring other states up to higher standards than WCI is currently recommending. The WCI Draft Design Recommendations on Elements of the Cap-and-Trade Program states (WCI page 15): “The WCI recommends each Partner auction a minimum percentage, between 25 percent and 75 percent, of its allowance budget.”  We are concerned that if California agrees to this, it could mean that between 25% and 75% of emissions allowances will be given away for free to the biggest polluters in the state, while critical climate protection measures would be underfunded. 
•  Offsets — carbon pollution reduction outside the capped sectors which capped entities may purchase in lieu of reducing pollution within capped sectors —may play a role in encouraging reduction in uncapped sectors, particularly those that are hard to regulate. However, they must play an extremely limited role and be subject to strict oversight. The most comprehensive study to date concluded that up to 40% of the offsets in the world’s most regulated offsets program, the European Union’s Clean Development Mechanism, did not produce the pollution reduction claimed. Further, cost-effective pollution reduction measures are available within capped sectors in WCI states —every offset allowed into the program is a missed opportunity for energy conservation or renewable energy for our states’ residents, and the benefits of employing local residents on projects that lower energy bills. WCI is proposing that up to 10% of total emissions (a much greater number than 10% of the pollution reduction) could come from offsets. This could allow the entirety of the reduction in the first two compliance periods to come from offsets, and 57% of the pollution reduction in 2020 to come from offsets, rather than known, cost-effective measures with integrity. If these offsets have the historically demonstrated pollution reduction rates of other offset programs, even full compliance with the WCI cap design could actually result in significant increases in greenhouse gas emissions through 2020.
•  Appendices should spell out further why California should not allow emissions trading with any jurisdiction that does not have a hard emissions cap of AB 32-like stringency, because such trading would remove the assurance that our emissions reductions were real. We continue to be concerned that the WCI proposed baseline of 2012 would create a perverse incentive to drive up emissions between now and then, which is the opposite of the action needed.
•  The Appendices should make clear that no trading in emissions should be allowed if it causes hot spots that exacerbate air pollution at the local level, especially within communities already beset by environmental justice issues. 
•  Aggressive steps need to be taken to guard against leakage by measuring the carbon emission of electrical generation consumed in CA at its actual point of production.  Appendices could usefully outline these steps in detail.
• Every product manufactured in the world today has its own carbon footprint—the carbon emissions associated with the production of that product. To maintain a fair market for California goods, it should be made clear in the Plan and Appendices that the state should require that producers of emission-intensive products imported for consumption in California purchase the same emissions allowances that California producers must when they sell their products in the same market. Similarly, emissions associated with products produced in California but exported should be allocated to the exporting state or nation rather than California. Any other approach  would sorely disadvantage California industries and act as a powerful lever for driving additional jobs offshore. 

Page C-11 ff. — Further on Cap-and-Auction and Offsets. The Appendices should make clear why the Scoping Plan should adhere to the legislative requirements in AB 32 mandating that the Board study the potential impacts on community air quality of any market-based compliance mechanisms, before adopting any such mechanism. Should California adopt a mechanism that creates emission allowances, it is vital that the Plan and its Appendices support the requirement that all old and new sources of greenhouse gases pay for the privilege of using limited carbon sinks. Give-away carbon permit schemes, in which current emitters are permitted to turn their pollution into economically valuable rights, would violate this principle. 

If CARB establishes a market for carbon emissions, after following the review process required by AB 32, allowances or permits should be auctioned.  The auctioning of permits allows for the reduction of permits, and emissions, over time, so the market adjusts to reflect the true cost of greenhouse gas pollution, Such a mechanism for pricing the carbon released into the atmosphere is essential if we are to raise  investment funds to construct the new clean energy economy in California, provide investment capital to guarantee that new technologies are available to our existing infrastructure, and make certain that the effects of re-pricing carbon fuels are not felt disproportionately by working families and small businesses. AB 32 has given ARB the authority to establish an auction system.

Freely issuing emission permits to industry based on historic performance would create a trading system with inherent flaws. Some industries may use such a system to guide them in making rational investments that achieve a beneficial social outcome. For others, however, it would provide a perverse incentive to shut down existing California plant capacity and either relocate in other states or distant parts of the world. An auction system is capable of raising funds that can provide meaningful incentives for reinvestment in domestic energy-efficient industries. This could strongly counteract any potential flight of industry from the state, and would help assure the immediate goal of protecting the domestic economy. 

Furthermore, Sierra Club will oppose any market system that would relieve carbon polluters from paying their fair share of the costs of the carbon they emit in exchange for "offsets," either internationally for CO2 emissions, or domestically for activities designed to enhance carbon sinks, like tree planting.  Offset provisions should be narrow and limited. While government and private support for programs that increase soil carbon content and reforestation are highly desirable, it is impossible to retain the enforceability and effectiveness of a carbon pollution trading scheme if it is combined with efforts to preserve and enhance carbon sinks. We need both 80% reductions in CO2 emissions and strong programs to enhance carbon sinks; we should not “trade” them off against each other.  In addition, there are verification and “additionality” problems that severely impact the enforceability and validity of a cap-and-trade or offset system.  By contrast, an auction without offsets allows the market to reflect the cost of carbon pollution while providing greater assurance of achieving greenhouse gas emission reduction goals.  

If market mechanisms are used, they should be designed so that they contribute to verifiable and enforceable CO2 reductions and work in harmony with other components of the climate change strategy, especially standards and incentives for promoting efficiency, conservation and renewable energy. Funds raised through the auction of carbon allowances should be used for public purposes such as energy efficiency, promotion of renewable energy, mitigation of ratepayer impacts, needed infrastructure in impacted communities, and job training opportunities in renewable energy for individuals working in the fossil-fuel industry.  Allowances and auction revenues should be used to accelerate deployment of clean energy technologies, with priority given to the cleanest, cheapest, safest, and fastest means of reducing emissions.   Sierra Club strongly believes that a carbon pollution auction scheme is by no means the only option for reducing carbon emissions. At best it should be considered only one possible tool among many, and we urge ARB to remain open to alternative compliance options such as direct regulation with fines for non-compliance, or direct charges like fees or carbon taxes.
Page C-36—Feebate System.  Under "other measures being considered", a feebate system should be included. It is self-funding and would be an excellent additional strategy for GHG reductions.

Page C-44—Land Use Measures. We encourage a serious across-the-board recalibration and strengthening of the Appendices' section on land use measures.  Land use and local general plan decisions should be elevated to a central focus.  The relatively small 2 MMT of emissions reductions through land use and transportation decisions shows the section's weakness; 2 MMT is only about 1% of the total reductions in the Plan. By comparison, the Sacramento Area Council of Governments (SACOG) blueprint could reduce carbon emissions by roughly 1 MMT by 2020, even though SACOG currently contains no more than one-fifteenth of California’s population. CARB staff's projection of 2 MMT, which hardly keeps pace with the status quo, runs counter to an April 2007 Cal/EPA report, “Climate Action Team Proposed Early Actions to Mitigate Climate Change in California, Draft for Public Review,” which allotted 18 MMT by 2020 to “regional transportation/smart growth land use measures.”  

C 52 ff. —Feed-in Tariffs (FiTs).  Feed-in Tariffs (FiTs) have been used in over 37 countries around the world for accelerating the adoption of renewable electricity generation, and for stabilizing the market prices of new technologies.  A FiT establishes a price paid for a particular source of renewable energy -- such as wind, solar, or geothermal -- that is based on the actual cost of producing a kilowatt-hour (kWh) of electricity from that power source.  This method is distinguished from California’s system of using a ‘market price referent’, which evaluates each renewable energy contract based upon the expected future price of natural gas base-load generation.  FiT implementation frequently obligates a utility company to buy renewable energy at rates higher than they might pay for a kWh of electricity generated by conventional fuels, often at rates based on the cost of production.  

Any extra energy costs are distributed among all customers.  In Germany, for example, it is commonly said that the added monthly fee on consumers’ bills is comparable to the cost of a loaf of bread. US and worldwide polls have shown that most consumers are willing to pay more for electricity generated by renewable power sources, recognizing that clean energy reduces the social costs of energy production and consumption.  FiTs encourage the stabilization of energy prices because renewables producers are guaranteed a 10, 15, or 20 year fixed price per kWh.  This structure enables manufacturers to predict demand and to allocate investment resources with confidence.   Prices for new contracts may be gradually lowered to encourage efficiencies in new renewable energy technologies, or they may be adjusted upward if the prices established are not sufficient to stimulate the market.  

In February 2008, the CPUC approved a FiT to support the development of up to 480 megawatts (MW) of renewable generating capacity from small facilities throughout California.  The PUC regulation targets wastewater treatment facilities and livestock operations that have access to substantial biogas (methane combustion) resources.  However, the sale prices set by the tariff may be too low, and the 480 MW limit restricts the ability of the current FiT to significantly help achieve the Renewables Portfolio Standard (RPS) goals.  The current FiT also excludes important sources of renewable energy such as solar and wind energy.  Without an approved FiT, investor-owned utilities (IOUs) have a disincentive to unilaterally offer a standard contract rate to renewable energy generators.  Countries with successful FiTs have required utility companies to offer standard rates until the national renewable energy goal is met.  California should model any FiTs it may develop upon programs in countries that have achieved significant growth of renewables by implementing a feed-in tariff.  

The FiT is an efficient market-based tool to implement a Renewable Portfolio Standard.  In particular, it avoids much of the complexity, risk and delay that renewable developers face under the current regulatory structure, and that have created a formidable barrier to new projects. A FiT in California should be tied to meeting the state’s RPS goals.  One option would be to require utility companies to participate until their RPS obligations have been met, or in the alternative, they should be penalized for non-compliance with AB 107 mandates.  A third alternative, following the German model, is to pool the incremental costs of renewable energy generation on a statewide basis, and apportion the costs to IOUs based on actual costs paid to generators.  Under this alternative, IOUs would offer contracts at the FiT rate until the state RPS goal is met.  This is a clear area where CARB’s ability to take leadership by researching and recommending rational and necessary solutions is needed to overcome institutional prejudices against adopting cleaner technologies for power generation.

Page C-52 ff.  — Community Choice Electricity Aggregation (AB117, 2002).  The Appendices' apparent neglect of CCA, one of the most potent potential greenhouse gas reduction tools, should be corrected.  The following discussion is supplied to assist in this correction.  

California has joined the states of Ohio, Massachusetts, New Jersey, and Rhode Island in establishing a Community Choice law (AB 117, 2002).  The legislation authorizes local governments (cities, counties, or a group of cities and/or counties) to combine the buying power of all customers in their jurisdiction for purchasing electricity in an entity called a Community Choice Aggregation, or “CCA”.  This is done in order to achieve, among other benefits, local control over energy policy decisions, more customer friendly services, and an expanding percentage of renewables in their local portfolios.  To date, approximately forty California local governments are in the process of considering and/or implementing CCAs.  

In the CCA structure, local entities do not secure power for themselves, but rather sign contracts with state licensed electric service providers who are experienced in power purchasing. Transmission and distribution wires continue to be owned and operated by the local utility company. The utility company also retains responsibility for billing consumers, and may collect a Cost Responsibility Surcharge from all customers who join the CCAs. This surcharge is designed to include the same expenses that are paid by all other customers who continue to receive service from the utility company. The surcharge is not permanent, and most of the amount will expire by 2012. 

CCAs, like Investor-Owned Utilities (IOUs), participate in the statewide mandate for reaching 20% renewables by 2010. However, most California CCAs have adopted goals to double, triple or quadruple the renewables percentages currently deployed by the IOUs.  When a community forms a CCA, the IOU which services the community retains its renewables portfolio, including the share that formerly was used to supply the departing customers. This means that forming a CCA actually benefits the utility company by increasing its percentage share of renewable energy, since the same amount of renewable energy now serves the remaining customers who have not switched to CCA.  For this reason it is important to understand that any renewable supply for the CCA should be measured from a correct baseline. In general, the renewable power supply that a CCA contracts with or builds itself will represent an increase in renewable power to the state.  This is certainly the case if the CCA finances and builds its own new renewable energy supply.

A major intent of CCA legislation is to encourage investment in, and build-out of, renewable energy production facilities in each locality throughout the state.  This can be accomplished by the CCA providing financing and/or guaranteeing long-term purchase contracts to prospective builders of renewable energy facilities. Use of public financing, such as low-interest municipal bonds, can significantly reduce the cost of renewable energy and help to make renewables competitive with conventional power supplies. Bond financing can cut the long-term cost of renewable energy by 5% to 50%. (see California Energy Commission, Comparative Costs of California Central Station Electricity Generation Technologies (2007 Update) - FINAL STAFF REPORT, CEC-200-2007-011-SF.)
The local nature of CCA programs enables each entity to tailor their energy supply according to the particular geographical strengths and resources.  For example, portfolios can be assembled from power generation by solar photovoltaics, solar thermal, wind, geothermal, hydroelectric, tides and waves, ocean thermal, and biomass/methane combustion. By providing local communities with administrative power to financially support alternatives to conventional fuels, CCAs can jumpstart the funding necessary to make cleaner alternatives economically viable and available to residents and businesses. 

Traditionally, the California Public Utility Commission (CPUC) has regulated the IOUs across the state. The three major IOUs— Pacific, Gas, and Electric (PG&E), Southern California Edison (Edison), and San Diego Gas and Electric (SDG&E)— have expressed a laundry list of concerns about CCA implementation, and in some instances, have actively sought to impede the development of CCAs in their service areas.  For example, PG&E is currently involved in legal disputes with the San Joaquin Valley Power Authority -- the governing body for a CCA comprised of 12 municipalities in the Kings River Conservation District.  While some IOU-CCA disputes involve control over local power generating sources, others arise due to the ‘risk adverse’ nature of the IOU corporate structure in general.  IOUs are simultaneously responsible to their shareholders for maintaining economic profits and to their customers for maintaining utility services.  These dual responsibilities have the effect of creating a vested interest in preserving existing infrastructure retained by the utility— the transmission and distribution system and nuclear power plants.  Renewable and natural gas power plants have nearly all been divested under the market restructuring of the 1990s, and utility companies are not given a profit for purchasing power from these sources. Utility companies often oppose new technologies or market structures which they perceive as disruptive to the status quo, and this has been a source of conflict over implementation of a wide range of programs, including CCA. 

In addition to utility companies fighting CCA, there are other important market barriers to implementing clean energy. The IOUs and the CPUC have used a ‘Least-Cost/Best-fit’ criterion for evaluating contract needs, which often stacks the deck against renewable power. This method evaluates ‘one contract at a time’ under a competitive solicitation process to determine which power generation is the least costly for fulfilling utility service needs.  That type of evaluation is incompatible with efforts to transform the existing energy supplies for at least three reasons:  1) A contract-by-contract approach is too fragmented to successfully redesign the entire electric system as a renewable system, 2) The “Best-Fit” criterion means that renewable supplies must fit in to a system that is designed around conventional power sources, not for integrating renewable energy, and 3) It requires all renewable energy to compete with forecasted prices for natural gas power plants. This last point has multiple problems: renewable energy often provides greater service than it is given credit for, particularly for environmental protection, and natural gas price forecasts have been notoriously low, which understates the price-risk protection that renewables provide. 

Actually, the IOUs’ current 12% - 13% renewables portfolios were built almost entirely in the 1970s and 1980s when state and federal tax credits were in place.  Since the inception of AB 107, the IOUs have hardly increased the percentage of renewable energy in the state. Instead, we have seen a massive build-out of new natural gas fired power plants, exceeding 15,000 megawatts.  Furthermore, five years into the renewables program, no penalty has ever been assessed for non-compliance, even though IOUs have consistently fallen short on mandates. The loopholes entertained by the CPUC are too broad and lax, and the penalty assessment cap —were it to be enforced — of $25 million per utility represents a meager fine in comparison with billions in yearly revenues and profits.  One of the most important roles that ARB could play in this realm is to recommend restructuring of state law to allow a price structure that is more favorable to renewable energy, such as “feed-in tariffs” that insure full compensation for cost of renewable energy plus a fair rate of profit. 

Given the fact that the electric utilities account for over 20% of the state’s total GHG emissions, it is imperative for ARB to facilitate a restructuring of the state’s reliance on conventional fuels for its electricity generation.  The current impasse among the IOUs and the nascent CCAs could be ameliorated by new ARB regulations that formalize the connection between the growth of CCAs and the fulfillment of the AB 32 mission.  Participation in the CCA initiatives provide venues for the IOUs to compete in achieving higher levels of renewable energy without bearing all of the planning burdens for new infrastructure, and without being outpaced by consumer demand for renewable sources of power generation.  

CARB can provide a ‘voice of reason’ in this arena and can bypass traditional obstacles to achieving meaningful progress in this sector.  For example, ARB can play a role in forging fair rules and accommodations for co-generation and distributed generation of renewables within CCA portfolios.  In its 2007 Integrated Energy Policy Report, the California Energy Commission (CEC) declares:  “Distributed generation and combined heat and power, regardless of size or interconnection voltage, are valuable resource options for California.  Combined heat and power, in particular, offers low levels of greenhouse gas emissions for electricity generation, taking advantage of fuel that is already being used for other purposes. “ As the CEC has pointed out, it will be important to create rules that are not discriminatory against cogeneration, as these facilities combine what would otherwise be two emission sources into one location. A narrow view might otherwise make it appear as though the cogenerator were increasing emissions on the site, when in fact they are substantially reducing emissions overall for the energy sector in a given area. Clearly all such facilities must meet all applicable air quality standards, and special attention should be paid not to increase criteria pollutants in heavily impacted areas.

Distributed generation, such as local solar, wind or fuel cells, can also play an important role in helping to meet local capacity requirements.  (See: http://www.energy.ca.gov/2007publications/CEC-100-2007-008/CEC-100-2007-008-CMF.PDF).  Traditionally, distributed generation has been penalized with ‘standby reservation’ charges, while combined heat and power has been taxed by non-bypassable charges. This is just one area where ARB could assist in removing barriers to adoption of more favorable clean energy portfolios by CCAs. Unlike utility companies, CCAs are groups of customers. This is important since cogeneration and distributed generators allow customers to generate their own power, and thus reduce usage of utility owned assets. Rewarding clean local and onsite power supplies would thus be a stabilizing influence to the emerging clean power generation market, and substantially contribute toward a statewide reduction in GHG emissions.

Page 52 ff. — Renewable Portfolio Standard Reform.  The draft Scoping Plan and its Appendices should take account of carbon emission benefits from reforming -- by both regulatory and legislative actions -- the currently underperforming and unsatisfactory Renewable Portfolio Standard law and program.  Sierra Club California believes that moving to adopt a 33% Renewable Portfolio Standard  (RPS) goal as soon as possible should be an urgent priority. It is necessary for meeting AB 32 climate protection goals, for improving air quality, and for reducing reliance on depleting fossil fuel resources.     The only current target for the electric sector is to achieve 20% renewables by 2010. This date will soon be upon us, and as yet there is no required course of action for 2011 and beyond. Utility companies are  regulated and work on a 10-year planning horizon, meaning that commitment to long-term power  supply agreements— for up to 20 years duration— are already in the works. Regulators, including the CPUC, CEC, ISO, CARB, the SWRCB, and Regional AQMDs, as well as utility companies, need to  have renewable energy targets written into law in order to move forward in this matter. Delay risks missing opportunities to redirect the planning process and achieving the 33% goal.    At this point it is obvious that California’s renewable energy portfolio standard law needs to upgrade both the targets and the rules under which it operates. Other states have adopted RPS laws and made significant strides in building renewable energy. In 2007 Texas reached a total installed wind capacity of over 5000 megawatts. In that same year California only built about 60 megawatts of wind turbines, a dismal performance. California once led the world in renewable energy and we need to regain our leadership. Doing so will require significant reforms in the RPS law to remove current regulations that  have a built-in bias against renewable energy, and replace these with rules that support the state’s goals  for clean energy.    For CARB's information, Sierra Club offers the following working analysis of what may be necessary to achieve a successful  renewable program:     

•  Eliminate the Market Price Referent: There is increasing agreement that the current system of evaluating renewable contracts  against the future projected price of natural gas power — the so-called Market Price Referent (MPR) –  is flawed. While several other states have been moving ahead dramatically in building renewable energy, California has stagnated, in significant part because of an inadequate renewable contract evaluation system.   There are several reasons why the MPR system does not work well. Natural gas prices are highly volatile  and pose a great risk for project developers who have to guess what the future price of natural gas will  be estimated to be by state regulators in the year they sign a contract. It takes years to line up investors, secure optimal sites and perform environmental reviews prior to signing a contract with a utility company. During that time, the MPR will be adjusted every year up or down, as 10- to 20-year natural gas power price forecasts are modified in response to current market conditions. Choosing natural gas as the basis for competition creates the most volatile possible price risk.   By contrast, natural gas power plants are guaranteed full recovery of the future price of natural gas in their contracts, and utilities are guaranteed to be able to pass this on to customers in the form of future rate increases. Since natural gas can account for up to 80% of the operating expense of a natural-gas  power plant, nearly all the commercial risk of the power plant is automatically passed on to utility  customers. But if developers of renewables face years of poor wind resource or underperforming technology, they bear that risk fully. In other words, renewable energy has to take a risk that natural gas power plants do not. It is obvious why renewable energy usually loses in this system.    

Compounding the problem, official projections for future natural gas prices have usually been in error,  greatly underestimating the real cost. This means that proposed renewable contracts have to “compete” against their competitors’ fictitious low price. In such a regulatory environment, renewables lose, even when they provide better customer value over the long term.     

For these reasons we strongly support your position of removing the Market Price Referent methodology and replacing it with “reasonability” criteria.    
Change the “Least Cost/Best Fit” Criteria to “Planning for Renewables”: In addition to the Market Price Referent, the current method of approving a renewable contract uses the principles of “Least Cost” and “Best Fit.” Each of these has problems:    

The “least cost” criterion places renewable contracts directly in competition with natural gas contracts. Thus, even if the Market Price Referent (MPR) system is nominally eliminated, the “least cost” criterion, if it is not changed, may result in essentially the same outcome as described above: a built-in price bias against renewables.    

 “Best fit” requires that individual renewable power supply contracts fit into the dominant energy supply pattern that is already mostly filled by existing nuclear, coal, and natural gas generators. A transition to a renewable supply system needs to look at how all the power supply and demand elements will fit into the future state of the “clean” electric system. Shifting to major reliance on renewable power — ideally, 33% or more — will require a  “whole system” planning vision and rational design for all other resources to “fit” with more renewables, rather than the other way around. This planning process was recommended by the California Energy Commission in the 2007 IEPR.  Feed-in Tariffs  (see discussion above): Payment structures such as tax credits and standard offer contracts have been  successful at building renewable energy.  These are most effective when the following principles are adopted: 

 •  They are performance-based, offering payment for actual kilowatt-hours delivered 

 •  Payments allow full cost recovery and fair profit to investors & developers  

 •  Payment levels are fixed in advance and provide long-term market stability 

While federal tax credits have built most of the wind power in the US, there have been frequent lapses in the credit. This has led to a “boom-and-bust” cycle in the wind industry that has stifled the growth of domestic manufacturing capacity. In this uncertain policy climate, investors are hesitant to commit money to manufacturing capacity, and wind farm developers have difficulty growing their business.    

Well designed Feed-in Tariffs would allow the state to take charge of its own incentive structure for renewable energy without subjecting developers to the risks of arbitrary federal tax policy. Under a Feed-in Tariff, the Investor-Owned Utilities (IOUs) would provide fixed contract terms and prices — for each renewable technology — that allow full cost recovery, plus a reasonable rate of profit.     

This system has been very successful when proper prices are established. Indeed, full cost recovery plus a fair rate of return has always been a standard regulatory principle for utility companies, especially for assets that they own. It is a powerful incentive that is responsible for building most of the nation’s electric infrastructure. Feed-in tariffs apply this same effective principle to renewables, and have been established in many countries throughout the world. Michigan, Minnesota and a few other states are  currently considering establishing Feed-in Tariffs, while California is experimenting with this payment  structure for a couple of narrow applications. Adopting a well-designed Feed-in Tariff program for a range of renewable technologies would remove several barriers to their development.     

Prioritizing Local Renewables v. Transmission: While transmission costs need to be recovered, this should not become an excuse to have “transmission-only” solutions to getting more renewables. There needs to be a way to “level the playing field” or even give preference to local power resources, particularly since this is a principle in the loading order that improves efficiency and reliability.    

Protect Community Choice (CCA) & Competitive Market Structure: We are concerned that “cost  allocation” of renewable energy supplies to “all customers” not be turned into “stranded costs” that  utilities could charge to departing CCA customers without the CCA customers getting the benefit of the  renewable power. Charging steep fees to customers who want to develop alternative energy plans will  tend to stifle competition with utility companies, especially from CCAs. Either: 1) stranded costs should  never be passed on to departing CCA customers for renewables, and the extra renewable percentage  would accrue to utilities, or 2) if costs are imposed in an exit fee, then the utility contract should be  required by law to specify that a CCA has the option to take delivery of the power that they are paying  for. We also urge adoption of the CEC’s recommendation in the IEPR that distributed generation, including renewables, fuel cells and cogeneration, be made a real priority and be exempted from any surcharges.    New CCAs might need flexibility in achieving RPS targets in the first few years, until they can build their own facilities. Since IOUs take away a community’s share of renewable energy at the commencement of  a CCA, they may need a larger amount of RECs than IOUs to achieve compliance. These should have a “sunset” provision which expires after a reasonable time, say 5 to 7 years, after which CCAs would have  the same REC limits as applied to IOUs.    

Problem with “cap” on rate impact of renewables. While protecting customers from unreasonably high rate impacts from renewable energy is a great idea, there needs to be some caution around the idea  of a “cost cap” on renewables. Even though this sounds good in “marketing” terms, as stated it appears biased against renewables, since the same criteria would never be applied to natural gas or nuclear power even though these energy sources have often resulted in larger rate impacts than renewables.     Conventional power supplies have routinely increased customer rates from 2% to 6% per year for decades. It is important  to take into consideration that the cost of renewables are largely “fixed” upfront at the time they are  built, because most of the cost is tied up in the capital investment. Natural gas power plants, on the other hand, have up to 80% of their cost tied up with fuel that will not be purchased until near the time of use. This exposes natural gas power to an open-ended price risk. Historically, this risk is highly biased  toward increasing prices — with an average increase of over 190% over 10 year intervals for the last half  century.   Therefore, any “cap” on rate impact of renewable energy should take into account the upward price risk inherent in existing conventional generation. In addition, using understated projections of natural gas prices—as discussed above—will make it look like renewables have a bigger “upward” rate impact than they really do.     

Expand the RPS to allow for innovation and energy recovery systems. RPS definition of renewable energy should be expanded in two ways. 1) include innovative technologies, such as using natural static  electricity; the current definition is biased toward concepts that are  already well known and this discourages potential breakthroughs, 2) all recovery of thermal, kinetic,  pressure, osmotic, or other energy to generate electricity when no—or minimal— additional fossil fuel  input is required.    

Prioritize RECs from local resources. Unbundled REC purchases should be allowed, for all loadserving entities, from local or on-site power projects without limitation, e.g., from on-site or community solar or wind generation projects. These could be owned by customers, third parties, coops, etc., and a premium price allowed that reflects extra benefits from avoided use of the grid. In addition to prioritizing in-state RECs, there should be a cap on the use of RECs imported from out of state.     

Elimination of Penalty Caps: The CEC has recommended eliminating the $25 million per utility cap on non-compliance with the RPS, which is a sound and necessary reform of the law, given the lack of  progress to date in increasing renewables. Some consideration might also be given to narrowing the “loopholes” that allow the CPUC complete latitude in deciding whether to impose fines or not,  especially since not one penny has been imposed to date despite the poor compliance track record.    

Inclusion of MUNIs in the RPS: MUNIs should be required at a minimum to achieve the same RPS  levels as the IOUs, but compliance rules should be left to the MUNIs, with the exception of the  definition of renewable energy for RPS compliance.    

Work to overcome Supply Chain limitations: Part of the RPS law should be to stimulate “in-state”  manufacturing of renewable energy products, such as solar panels, wind turbines, etc., both of which  have been under supply constraints globally. This would help eliminate a major barrier to renewables as well as help reduce costs. An example of such a principle at work is LADWP, which gives higher rebates to solar systems using locally manufactured panels.    

Prevent Grabbing of Expiring Contracts: There is a real risk of one utility grabbing expiring renewable contracts away from another utility to claim an “increased renewable portfolio” and “reduced GHGs.” This is already a risk to SMUD, and is similar to buying RECs from existing projects, which adds nothing overall of benefit to the public or environment. This behavior should be restricted so that one utility does not increase its renewables by reducing the renewables of another.  

Adopt Improved Sustainability Standards for Renewables: Not all energy sources labeled under current law as “renewable” are equally sustainable in terms of environmental impacts or energy supply. The Geysers geothermal resource was developed by essentially poking holes in the ground and allowing the underground steam to escape into the atmosphere. This process releases both greenhouses gases as well as toxic materials. It has also reduced the steam resource to where today the Geysers only produce half the power they did at their peak. Modern technology uses a “binary” process that re-injects the steam into the ground and prevents the release of toxics and greenhouse gases while protecting the steam resource. We have seen poor environmental practices at the Altamont wind site which resulted in excessive bird kills. The impact and sources of biofuels, large-scale development of solar power in the desert, toxic materials in certain types of solar panels, and other issues should be addressed and standards developed for proper use of resources. Unfortunately, these issues are not always adequately addressed in the environmental review process.    

In devising California’s standards, we need to ensure we do not lose valuable resources, and that we do nothing to harm the environment we are striving to protect and improve. With these issues addressed, we can have a renewable portfolio standard for California that demonstrates sustainable development of renewable energy. 
C-124 ff—Divert Organics, Support EPR.  We strongly support diversion of organic materials from landfills into composting and contained energy recovery.  We strongly support Extended Producer Responsibility (EPR).  Producers have a degree of responsibility for their products throughout the product's life-cycle, from production through to final disposal. Products and substances should be designed, produced and managed so all environmental effects are accounted for and minimized during generation, use, recovery and disposal.  Zero waste is another name for Resource Efficiency.  Reducing waste and bolstering resource efficiency by initial design in manufacturing and the supply chain —shrinking the size of the entire "waste" stream — should be a top priority for carbon emissions reduction.  Climate protection now makes Zero Waste a green imperative and a survival requirement.  The burden of enormous built-in inefficiencies plaguing our economy and culture in materials and energy cut across the domains of fuel, electricity, water, built environment and waste stream management.   Some products can be replaced with more intelligently designed products, which, if we encourage them, and call for them, can be the source of new businesses.  Some such products can be better designed by existing industries while others can call new businesses into existence.  New, more resource-conserving ways of offering services to consumers can also create new businesses.  All members of society are responsible for looking after the environment, and for the impact of products and wastes they make, use and discard.  

CARB's Appendices and Scoping Plan could be the place to outline  basic strategic principles of a Zero Waste system, the need for which as a carbon reduction measure is now increasingly being realized in industry, government and academia.  Here are a few suggested principles for consideration:   1) push the design upstream to design for reuse, not discard; 2) design to capture the highest function, not the lowest; 3) include even industrial and large-scale consumer items in their highest manifestations; 4) build in financing of later reuse at the point of sale, not at the end of a first life cycle; 5) separate all articles by logical category, avoiding all mixing; 6) no article for reuse may pass through any intermediate stage in which no one takes responsibility; 7) information about all articles, their origins and intended reuse, is the rock-solid basis of Zero Waste recycling;  8) admit ignorance; design for Zero Waste is a complex operation requiring time, money and research; 9) removal of all subsidies for garbage and a strong upward pressure on all garbage fees is a major weapon for the transition to Zero Waste;  10) Zero Waste is not just the familiar world of garbage generation, with all the familiar tools missing, but a new way to organize resources;

C-123 ff —Methane capture from existing landfills. CARB’s espousal of capture and utilization landfill methane gas should not be construed as support for continued dumping of green waste into landfills.  Moreover, because landfill capture of methane, according to recent studies, may be far less efficient than what is possible with green waste separation, this is a policy area of on-going technical controversy where it is not clear currently whether capture of methane from existing landfills is efficient enough to result in significant net greenhouse gas emissions reductions.  Under what conditions significant capture can be assured is in dispute.   CARB can play a stimulative role in stimulating research necessary to settle this issue more satisfactorily.  Until it is settled, CARB should proceed with caution in respect to LFGTE.
C-129 ff. — Sustainable Forestry.
Forest Practice Rules Mechanisms:

Improvements to California’s Forest Practice Rules to address wildlife and water  quality issues can also lead to additional carbon sequestration. For example, there is currently an Emergency Rule Petition pending at the Board of Forestry that would improve habitat protections for critically endangered coho salmon. Amongst other changes, the rule package would require retention of additional large trees near watercourses to provide shade, and allow large wood recruitment into streams to improve the complexity of stream structure. These rules would also lead to permanent retention of additional carbon.

CEQA Mechanism:
It is widely acknowledged that the conversion of forestland to other uses has substantial adverse impacts on habitat, water quality and carbon sequestration. Unfortunately, the current regulatory process has substantial weaknesses that prevent adequate state-level oversight. The current regulatory process needs to be strengthened to discourage conversion of forestland, and to require substantial mitigation when forests are converted to other uses. Reducing forestland conversions will have the related benefit of managing the ever-increasing fire suppression challenge in California, which is seriously exacerbated by development in and near forestland.

Implementing Strategies:

Forest Biomass:

Forest biomass for heat and power can provide positive carbon benefits compared to fossil fuels. When gathering biomass from forests, it is critical that the biomass be a byproduct of thinning the forest to create a healthier stand condition, rather than harvesting a healthy forest simply for biomass. 

Afforestation/Reforestation:

Improving the stocking of depleted or poorly managed forestland, and replanting historic forestlands, are important and obvious ways to improve California’s carbon sequestering capacity. However, these activities should be approached with prudent planning and analysis. A warming climate will change the distribution and composition of California’s forests, and the frequency and intensity of fire is likely to increase. Tree-planting activities should take these and other factors into account, and create a distribution and density of native species that reflects an appropriate balance between carbon sequestration and resiliency to changing climate and fires.

Urban Forestry:

Planting trees in urban environments offers myriad co-benefits: aesthetics and increased property values, reduced energy consumption due to increased shade, cleaner air, and increased carbon sequestration. Although the amount of carbon directly sequestered may not be as large or as cost-effective as afforestation efforts in rural parts of the state, an aggressive urban tree planting program should be a priority forest sector action.

Fuels Management:

California is a fire-adapted landscape, and fire is an inevitable and necessary part of California’s ecology. The appropriate focus for fire policy in California is how we can co-exist with fire, minimizing risk of injury and loss of property while respecting ecological realities. 

Sierra Club supports the thinning of excessive surface and ladder fuels near homes and communities to protect lives and property from wildfires. Fire science indicates that reduction of understory fuels is the most important factor in preventing a stand-replacing crown fire, and we have supported a number of statutory and regulatory changes in recent years to streamline the reduction of these types of fuels from priority areas.

California’s sheer size, the relatively low value of wood products in the current market, and the extremely high price of diesel fuel all contribute to the need to prioritize areas meriting fuels reduction activities. Scattered fuel reduction projects across the landscape are generally going to be less effective than targeting areas of highest risk. These also tend to be the communities where firefighters must use direct attacks to control a fire to protect property.

There have been a number of estimates of the carbon benefits from fuels reduction activities and the resultant reduction in fire severity. Some, including those from CalFire, vastly overestimate the benefits of fuels reduction activities. Given the extremely speculative nature of this “benefit,” and the fact that fire is a natural and necessary part of California’s environment, we encourage the state to focus fuels reduction efforts (and other proactive fire planning activities) on protecting communities. There may be climate co-benefits to fire planning and suppression, but trying to quantify them is difficult, highly questionable and should be omitted from any accounting. 

Finally, CARB must include the effects of increasingly large emissions from forest fires in its projections for forest emissions/reductions.

 Page 155 ff.  —Agriculture  
• We are extremely disappointed with the low expectations for agriculture outlined in the Appendices (for example, only 1 potential MMT of GHG reduction from methane capture at large dairies).  Appendices should be corrected to bolster agriculture's role in carbon reduction.
• Many studies by California scientists and others throughout the world have shown how organically grown crops have significantly lowered GHG emissions, from non-use of nitrate fertilizers and other means. While further CARB-initiative research on NOx emissions from chemical fertilizer applications, as the Appendices espouse, will no doubt be useful, CARB needs to take account of already existing research on the benefits and advantages of organic agriculture.
•  Appendices should take better account of studies showing significant methane emissions from bovine digestion, and deal with the question of whether a carbon tax should be applied to dairy products, such as beef and milk. 
•  Appendices should more explicitly detail reasons for support for urban agriculture, especially community gardens. 
•  Appendices should take account of the Department of Conservation’s study of greenhouse gas emissions associated with conversion of agricultural land to urban uses, both direct and indirect emissions.   Promoting more compact, efficient, transit-oriented urban development will not only reduce greenhouse gas emissions from vehicle travel but also conserve agricultural land by minimizing conversion to urban use.
• Appendices should reference and encourage CDFA’s development of a strategic plan for agriculture. Efforts to minimize conversion of prime farmland will be helped if agricultural enterprises now on the land maintain profitability and sustainability.
• Appendices should more explicitly make the case that linking good land use with local food systems can reduce transportation-related emissions, provide a premium for farmers selling locally, and even improve access to healthier foods.
• Appendices should make clearer that State and local governments could increase access to local foods, for example, by direct investments, incentives and public-private partnerships to develop needed local foods system infrastructure.
•  Appendices should recommend Joint action by the Department of Food & Agriculture and CARB to significantly increase the amount of locally produced food consumed in the state – thus reducing more emissions from transportation. CDFA and CARB could work together to track and measure “food miles traveled” and seek ways to cut distances from food to producer. Cutting down on transport of agricultural products from agriculture areas to other parts of the state would lessen GHG.
• Appendices should address urban agricultural issues, such as:
a)
What funding can the state supply to assist municipalities in supporting urban agriculture?
b)
 What focus can CARB bring on removing barriers to urban agriculture? CARB and CDFA could work together to: find useable land for community gardens, inventories of such land; test for toxicity; reach out to potential urban gardeners; recast city regulations in favor of urban orchards, edible landscaping, local composting, and rooftop gardens; and provide more UC Master Gardener training and technical assistance? 
c)
Could CARB facilitate funding of local offices in each municipality to inventory potentially available state-owned lands and mobilize local community gardeners and organizers?
• Appendices should more directly highlight the greenhouse gas reduction benefits of organic agriculture. The California Energy Commission Climate Change Research Conference Sacramento, September 10-13, 2007 has five presentations: http://www.climatechange.ca.gov/events/2007_conference/presentations/index.html   Data from The Rodale Institute’s long-running comparison of organic and conventional cropping systems confirms that organic methods are far more effective at removing the greenhouse gas, carbon dioxide, from the atmosphere and fixing it as beneficial organic matter in the soil. See Laura Sayre, 2003 http://www.newfarm.org/depts/NFfield_trials/1003/carbonsequest.shtml  -- Another study shows confirmed ecological virtues of organic farming www.pnas.org/cgi/reprint/103/12/4522.pdf

http://news-service.stanford.edu/pr/2006/pr-organics-030806.html

Page C-164— State Fleet.   The section states Caltrans is instituting a policy to only purchase hybrids and dual-fuel vehicles "where available". We strongly urge CARB to include plug-in hybrids and battery electric vehicles in this policy.  It is also suggested that installation of E-85 pumps be accompanied by installation of EV/PHEV charging stations.  Sierra Club supports the Appendices' ideas for a Fleet Asset Management System and vehicle management strategies.

Page C-166—Recharging Stations. Sierra Club support's the Appendices' call for DGS to work with the State Equipment Council on researching electrical recharging stations.  CARB is encouraged to move quickly beyond research and install these for the state's fleet.

###

