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The Role of Fuel Pathways

« LCFS requires regulated parties to report the
carbon intensity of the fuel they supply

= Regulated parties look up fuel carbon intensities in
tables found in 895486(b)(1) of the LCFS
Regulation




@—g The Draft Guidelines

= The Board directed the Executive Officer to
develop guidelines for the addition of new
pathways to the lookup tables.
— Development schedule
* First draft available now
* 2 additional workshops
* Final draft: December, 2009
= Our goal today is to begin the process of
obtaining stakeholder input

Lookup Table Background

= 24 pathways & sub-pathways approved
4/23/2009

— Currently in the Lookup Table.
= Additional pathways & sub-pathways will be

considered as part of the upcoming 30-day
comment period.

= Future pathways will be added via Executive
Officer or Board hearing.




Lookup Table Background

= The lookup table is included in the LCFS
regulation

= As such, new pathways can only be
added via the full rulemaking process.

— This is the same process used for the LCFS as a
whole

— Requires public comment periods, public hearings,
and Office of Administrative Law approval

— Process will be reviewed in subsequent slide.

Lookup Table Background

= Approval process varies:

— If new or changed indirect emissions are involved,
pathway applications must be heard by the Board

— If new or changed indirect emissions are not involved,
the Board has delegated hearing responsibility to the
Executive Officer




Pathway Process Overview

= The regulation provides two carbon intensity
determination methods:

— Method 1: Use the existing lookup table to locate the
carbon intensities that must be reported.

— Method 2: Apply for the addition of a new pathway to
the Lookup table.

Pathway Process Overview

» Method 2 is further subdivided, as follows:
— Method 2A: A modification to an existing pathway,
resulting in a new “sub-pathway.”
— Method 2B: An entirely new pathway. Either a new fuel,
or a completely new process for producing an existing
fuel.




Guidelines Overview

= The Guidelines document is based on the Method
2 section in the Regulation (895486(c) et seq.)

= It is summarized in the following slides

= We would appreciate receiving your comments on
the draft by August 28%.

Guidelines Overview

= Method 2A and 2B procedures and requirements
are currently similar.

= 2A and 2B applications will be based on results
obtained from the CA-GREET model

= Applicant will use the model to calculate the
proposed carbon intensity of the new pathway.

= Each new or changed input value must be formally
documented.
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Guidelines Overview

= CA-GREET is just an
— Accounting tool
— Calculator

= Doesn’t guide the user in the selection of input
values

= Evaluation process focuses on the documentation
the regulated party submits.
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Application

= Applicant will enter the following information into a
web-based application form:

— Contact information
— Pathway information

— New CA-GREET values, and their relationship to
proposed process changes

— New CA-GREET carbon intensity
— Annual fuel volumes from proposed pathway

12




O= Application

= Applicant will provide supporting documentation
— Studies,
— Data,
— Equipment specifications,
— Calculations,
— Etc.

O= Evaluation Process

= Applications and other submittals evaluated for
— Substantiality (2A only):
* Production of 10 million gge of fuel per year
« Carbon intensity reduction of at least 5 gCO,e/MJ
— Scientific Defensibility

 Strength of support for proposed CA-GREET
changes:
— Data and calculations
— Studies




o= Evaluation Process

= Completeness: Upon receipt of application,
Executive Officer has 15 days to determine if
Application is complete

= Preliminary Findings: Staff report; will serve as
ISOR if staff and applicant sign off
— Includes staff’s findings on indirect effects
— If indirect effects are found
« Staff will quantify them with GTAP or equivalent
* Application will be heard before the Board.

— If no indirect effects, application heard before Executive
Officer
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=

Rulemaking Process

= 45-day comment period initiated when ARB
publishes a notice of proposed rulemaking in the
Cal. Regulatory Notice Register.

= Public hearing convened before Board or Exec.
Officer

= Hearing culminates with approval or disapproval of
application

= Approval may come with requirements for
substantive revisions. These trigger 15-day
comment periods.
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Rulemaking Process

= Staff responds to comments received during public
comment periods. Resulting document is the Final
Statement of Reasons (FSOR).

= FSOR and other documents sent to the Office of
Administrative law (OAL) for consideration

= OAL has 30 days to reach a decision.

= Pathway becomes available when the approved
rule is filed with the Secretary of State
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Rulemaking Process

= The change made to the regulation is a new row in
the Lookup table.
— Contains the carbon intensity of the new pathway
— Supporting documentation incorporated by reference.

= Between application submittal and approval: 120-
180 calendar days (without significant
complications).
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Fuels With No Indirect Effects

= The draft Guidelines document identifies pathways
for which no significant indirect impacts are
expected.
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Fuels With No Indirect Effects

= These are fuels whose feedstocks do not
displace food, feed, and fiber crops, or create
other significant indirect impacts.

= Includes some cellulosic ethanols, algal
biodiesel, CNG/LNG from landfill gas and dairy
digesters, some hydrogen and electricity, etc.
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Certification Program

= The Board directed the Executive Officer to
determine whether Method 2A and 2B
applications could be evaluated via a certification
program

= Under a certification program:

— Decisions would no longer be subject to the
extensive rulemaking process
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=

Certification Program

= The certification program is under
development.

= A certification will reduce the application
processing/evaluation time by 2-3 months
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Comments

We invite you to share you comments, questions,
and insights with us as we develop and refine the
Guidelines Document.

Please submit your comments by August 23,

You may contact either me or John Courtis. Our
contact information is shown on the next slide.
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=

Contact Information

You may contact either of the following
with comments and questions about the
Method 2A and 2B Guidelines
document

Wes Ingram John Courtis
wingram@arb.ca.gov |jcourtis@arb.ca.gov
916-327-2965 (916) 323-2661
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