








Attachment

Financial Sector:

A key Financial Sector recommendation calls for the establishment of a Carbon Trust.
Before such a Trust is established, however, it should be preceded by a clear
understanding of the technology development hurdles, benchmarks, applicable roadmaps,
relative strengths, weaknesses, threats and opportunities related to various options. The
value chain from research phase to fully mature commercialization is a complex one. It
involves significant risk as well as uncertainty. The report does not provide any
guidance with respect to these fundamental and underlying criteria. The ETAAC should
convene a series of workshops aimed at identifying the key benchmarks for research and
commercial success in both the transportation and stationary segments. A rigorous
delineation of the barriers and needs related to the core technologies of interest will
provide needed credibility, focus and rationale for a Carbon Trust.

Transportation Sector:

A key Transportation Sector recommendation is “New Vehicle Technology
Improvement”. This recommendation is noted on page 3-22 of the report. It should be a
more prominent focus of the report, given that transportation use of petroleum based fuels
represents the single largest GHG emissions segment. It follows the discussion of
congestion pricing and employer based trip reductions. These latter two categories, while
potentially important, offer far less in comparison to the importance of this issue. New
vehicle and fuels innovation should be the focal point of the report, as well as its own
section. The report defines “responsible parties” as limited to the CARB and the auto
companies. However, the role of fuel suppliers should not be excluded, as significant
consideration should be given of a fuel-side mandate as well. In effect, the report
attempts to atomize the vehicle and the fuel portion of this issue. We believe a more
integrated, systematic approach would be more constructive.

There are several “solutions” offered in the report related to “New Vehicle Technology”,
such as the adoption of AB1493 standards which achieve a 50% reduction from pre-
AB1493 levels beginning in 2017. Heavy duty as well as light duty vehicles are
addressed. The report also acknowledges that “comprehensive standards” are called for
which are capable of “driving innovation and the uptake of existing technologies.” This
general observation should be followed by a pragmatic approach to technology RDD&D.
This section would be strengthened by noting the importance of technology research,
development, demonstration, pre-commercial production and early-phase commercial
deployment. All of these steps are essential to achieve sustainable business models
which reflect a full understanding of the value chain proposition. A roadmap needs to be
identified which can guide this process for various fuel / vehicle combinations. Without
such roadmaps, the report tends to lack sufficient specificity. The ETAAC could make
a very important contribution if it focused its attention on delineating the barriers and



steps for overcoming these barriers to sustainable commercialization for each of the
technologies listed on page 3-24 of the report.

While fuel issues are addressed as part of the Low Carbon Fuel Standard, there is a
fundamental need to couple the vehicle and the fuel in an integrated fashion as noted
earlier. The separation and isolation of these linked sectors is a major drawback of the
ETAAC report. For example, PHEV technology issues are addressed on page 9-51,
completely uncoupled from the transportation segment discussion. This creates a
disconnected narrative; in contrast, a systems approach is essential to this issue. There is
a simple acknowledgment on page 9-52 that “additional R&D is needed for longer
lasting batteries and greater electric-only range”. However, there is no systematic set of
recommendations on how to achieve significant breakthroughs in this technology. In-
state investment in battery prototype and high volume manufacturing should be pursued.
This should form the core of a major attempt for the state to become the battery
development capital of the world. Currently, several Asian countries dominate the
intellectual property and manufacturing capability for advanced batteries. An industrial
policy should be proposed which address this current major gap in in-state R&D
leadership.

Another Transportation Sector recommendations is to shift the demand for mobility and
goods movement. These recommendations have been long-standing as the result of
numerous public health, congestion and urban design needs. The report suggests several
“possible solutions”, including the combination of infrastructure funding to Smart
Growth goals, as well as adding GHG emission reductions to CEQA guidelines. The
SCAQMD staff concur with these general principles.

Another key Transportation Sector recommendation relates to congestion pricing and
employer-based commute trip reductions. District staff believe such concepts have merit,
provided that adequate attention is given to reconciling other urban travel needs in an
equitable and non-regressive fashion.

Electricity and Natural Gas Sector

The report appropriately highlights the importance of energy efficiency as an important
principle. The District staff recommend that the ETAAC provide more direction for the
PUC as well as investor and municipally owned utilities with respect to updated
integrated resource planning. There is need for a fundamental re-assessment of the
generation, transmission and distribution system if the state is to be configured to achieve
AB32 goals in their entirety. The District will be overseeing a regional IRP study, and
we would welcome the role of ETAAC and its constituency in this effort. At a minimum,
the report should recommend that a formal IRP process be commenced jointly by the
CEC and PUC, separate from the IEPR process currently in practice.

The renewable energy segment is a very important aspect of the report. The ETAAC
should undertake a detailed roadmap exercise to determine the maximum feasible
deployment of renewable resources, along with novel concepts for hybridizing utility






