
[image: image1.png]®

The miracles of science”




     

September 24, 2007    
Mary Nichols, Chair
California Air Resources Board

1001 I Street

P.O. Box 2815

Sacramento, CA 95812

RE:  EXPANDED LIST OF EARLY ACTION MEASURES TO REDUCE GREENHOUSE GAS EMISSIONS IN CALIFORNIA RECOMMENDED FOR BOARD CONSIDERATION
Dear Dr. Nichols:

On behalf of the DuPont Company, I would like to offer the following recommendations relating to the “Early Action Measures” referenced in the above report.  We commend ARB staff for delivering a more complete and useful evaluation report, particularly on such a short turnaround.  DuPont submitted comments to the Air Resources Board (dated June 18) on the initial recommendations of ARB staff for Early Action.  Much of the September Draft report reiterates items under consideration at that time, and our views on those remain largely unchanged.  Two of our general recommendations from June merit particular emphasis in the context of the current report, however.  They are below, followed by a number of item-specific comments.      

GENERAL OBSERVATION – THE ROLE OF MARKET MECHANISMS

DuPont is very concerned that the sequencing evolving in California -- focusing first on driving regulatory action and later attending to development of a market mechanism – limits the potential stimulus for innovation and threatens to deliver lower GHG reduction for the dollars invested than might otherwise be achieved.  Development of the market mechanism should be accelerated and items potentially amenable to that mechanism should be evaluated with an eye toward elaborating those elements necessary to prime them for treatment in a carbon market.  The pressure to drive regulatory mandates to implement greenhouse gas reductions in California is understandable, given the State’s historic reliance upon and expertise in pollution regulation.  Climate change poses a much broader challenge, however, that implicates not only a handful of major emitters, but the entire economy.  Further, the targets of 2020 established by AB 32 – ambitious though they are – are but the beginning of what will have to be much deeper and broader reductions in GHG emissions.  Ultimately, stabilization of greenhouse gases at a level that minimizes anthropogenic contribution to climate change will require driving net GHG emissions to virtually zero.  It is in this longer-term context that two necessary priorities come into focus:  

1) Need to generate incentives for innovation in reducing GHG loadings broadly across the entire economy:  There is clearly a tendency to lay the current anthropogenic contribution to GHG loadings at the doorstep of industry, and act as if those emissions are of the same character as traditional pollution insults.  They are not.  Across the spectrum of developed nations, the trends in GHG emissions since 1990 from major sources – industry, residential/commercial and transportation – has consistently shown the industrial emissions to be flat-to-declining, while emissions associated with the transportation and residential/commercial arenas are increasing, in some cases dramatically.  This is not surprising, as energy – the primary source of all these emissions – has been a major cost of production for most manufacturing since the Arab oil embargos of the 1970’s.  Industry has been consistently reducing energy consumption per unit of output for decades.  

The problem is really much broader – it is the increasing energy consumption of our lifestyles.  The critical challenge is to induce similar attention to and innovation around those broader frontiers of our lifestyle. California has done more than most states or nations in driving and delivering energy efficiency across the broader economy.  Ironically, that success makes the challenge of driving far more GHG reductions even greater -- this economy has already taken much of its “low-hanging fruit” and been driven further up the marginal-cost curve.  The incremental improvements necessary to deliver even more reductions are likely to cost the California economy more than other states.  The AB 32 implementation plan must ignite a much stronger drive toward innovation across the economy, not just continue to drive major manufacturing.

2) Need to ensure the most GHG reductions per dollar invested:  It is certainly true that the transition to a low-carbon economy will create many opportunities.  Indeed, DuPont, as a company that has transformed itself to focus its energies on science and innovation, anticipates playing a major role in that transition.  However, the economic challenge of transitioning the entire economy away from our conventional uses of fossil fuels is huge and will necessarily be accompanied by economic dislocation.  At the same time, economic vitality will be critical to stimulating investment in innovation that will deliver the tools of that transition and the diffusion of those tools rapidly and globally.  This argues strongly that we must ensure the most cost-effective use of that capital which we commit to climate change transition – we must ensure that we get the most GHG reduction per dollar invested.

Shortcomings of the September recommendations:  The emphasis on driving regulatory mandates that is built into AB 32 and reinforced by the September Early Action Report falls short on both of the above needs.  The Report illustrates the inherent limitations of the regulatory approach.  Unfortunately, there is no broad incentive to innovate under this approach.  The inventory of recommendations, itself, is limited.  Its focus is naturally on those arenas in which the ARB already has some experience and expertise.  The impact is that these regulations may well that any spur innovation would extend only to these arenas.  If this approach were to dictate the path toward the long-term climate response, it would place upon ARB the incredible burden of identifying and regulating every opportunity for GHG reduction across the entire economy and driving them to action either by regulatory mandates or artificial (and fiscally burdensome) incentives.  It is simply not sustainable as a path forward in addressing the pervasive challenge of reigning-in greenhouse gas emissions.  We must find a way of stimulating innovation and reduction across the entire economy. 

In addition, the relative cost-effectiveness of the various items suggested for early action in this Report varies tremendously – from tens of dollars per ton reduced to hundreds of dollars.  Importantly, for many of the items the cost-effectiveness (and therefore potential economic drag) associated with the suggested items could not be estimated.  Advancing regulations in this circumstance inherently fails to assure that dollars are directed to those opportunities that yield the highest rate of GHG reduction.
How a functioning market could help:  A well-designed system capping emissions and enabling trading, and the resultant “market” for carbon reductions, would be directly responsive to the imperatives of broadly stimulating innovation and delivering GHG emission reduction that is cost-effective.  Enabling emissions trading would allow institutions (industries, public agencies, etc.) facing emission reduction imperatives but with relatively high costs for achieving these reductions to seek out and invest in reductions at other institutions that have identified lower costs for achieving that level of reduction.  This transaction creates both an incentive for capital to flow to the opportunities for the highest reduction yield and a tangible market value for finding and delivering lower cost reductions.  It thus provides that broad incentive to “build the better mousetrap” and capture a market share of that cost of carbon reductions.  

In reviewing the September report, the extensive inventory of measures evaluated there includes a significant number that may well be amenable to such a market system – measures that could be “induced” to deliver real, verifiable reductions, and thus have the potential to become early entrants in a fledgling carbon market – a tangible invitation to innovate in GHG reduction.  They vary in cost-effectiveness and thus could benefit from a sequencing (prioritization) by such a market based upon actual relative costs (even for those items for which ARB could not expressly determine economic impacts).  The following are 19 of the items evaluated in the September recommendations that would likely be enticed into development and delivered as reductions at some price under such a system, without need for a series of narrow-focused regulatory mandates or State subsidies:

· Landfill methane recapture

· Refrigerant recovery

· methane, etc from oil & gas

· truck efficiency

· cool paints

· green ports

· truck stop electrification

· wafflemat systems

· electrification of airport and other ORV equipment

· hybridization of medium/heavy duty vehicles

· Cement energy efficiency

· Blended cements 

· energy saving measures for pre-'80 power plants

· refinery energy saving measures 

· methane capture from dairies

· phaseout of pre-'80 power plants

· SF6 reductions

· PFC reductions

· foam recover

These items are all of a character that a functioning market establishing a price for carbon reductions could be expected to lure development and investment. To be sure, a number of these items would, in current thinking around a California program, fall under the umbrella of “offsets” – reductions achieved outside the umbrella of the primary GHG emitters that have been the focus of much discussion during the course of AB 32 implementation.  Perhaps more importantly, there are a number of these for which the GHG reduction is a “co-benefit” of actions focused primarily at health or safety issues relating to other pollutants.  These two circumstances warrant particular attention.

The critical role of “offsets” and the challenge of verification:  The logistics of managing a cap on emissions for many suggests a focus of reduction mandates “upstream” – at points of entry of energy or other greenhouse gases into the economy, with the implications of that filtering down through the economy.  While that may have some economic appeal, its impact on incentives to innovate broadly across the economy is indirect, at best.  Enabling any verifiable GHG reduction to be credited against an overall emission reduction target (such as California’s 2020 target) can ignite innovation much more broadly and much more directly.  A key question, however, is verification – for the reasons that managing a “downstream” emission reduction program can be daunting, the challenge of assuring the environmental integrity of reductions which are allowed to be credited against an overall State target can also loom large.  Ironically, the very fact that the above are itemized by ARB staff or consideration as regulatory targets suggest that these can be readily verified as creditable reductions – whether in response to direct emission caps or as “offsets” eligible to be purchased on the market by and credited to those bearing reduction caps.  If understanding and data are sufficient to consider an item for regulatory control, they are certainly sufficient to verify the character and magnitude of reductions.  A process for such verification would have to evolve and satisfy all parties with its rigor.  Any functioning market depends upon assurance of the integrity of the “medium of exchange” – in this case, the GHG-equivalent carbon reduction credits.  The above inventory illustrates that there are actions out there that can meet this test.  A market – rather than a mere inventory of regulatory actions – would surely surface many more opportunities for reduction that have comparable capacity for verification.

Dealing with health effects:  The issue of GHG reduction as a co-benefit of reduction mandates driven by health or safety concerns deserves particular attention.  In such circumstances the relative cost-effectiveness of a particular measure on the GHG reduction spectrum cannot be considered in isolation.  These dimensions of particular actions should be clearly articulated and the Board put in a position to consider those actions in the more complete context of their relevance.  In that regard, elements such as port electrification should perhaps be groups separately from elements that clearly have no health/safety implication beyond their contribution to GHG loadings.  The September report should more explicitly highlight the larger context for such items.  Importantly, these can be of two distinct but equally important characters: items where the GHG reductions focused upon in this Report reinforce the health/safety concerns (e.g. Port Electrification), and 2) those where the GHG actions have potential to moderate or in the extreme even impede health/safety progress.  Examples of the latter include the HFC Fire-Suppression, where critical safety/protection requiring highly specialized, long-term investments are at issue, and the Consumer Products proposal, where there may in some instances be distinct public health and air quality tradeoffs between GHG and VOCs that should be more expressly framed. 

GENERAL OBSERVATION – CREDITING EARLY ACTION

To provide incentive for voluntary action prior to a regulatory action or cap and to keep whole those actors who voluntarily reduced in the past, we believe credit for early action is critical.  Such credit should be predicated on clear demonstration of actions taken to reduce GHG emissions and the resulting reductions, such as engineering records of specific projects. The absence of any formal policy regarding recognition of early voluntary action has the potential to seriously retard such action at the very time when attention to climate change and the need for such action is beginning to sink-in across society.  In an environment in which either regulatory mandates or market opportunities are highly probable in the foreseeable future, companies must consider the possibility that early action to realize relatively cost effective opportunities for reductions may not be “creditable” in future regimes.  This would deny them use of that “low-hanging fruit,” and push them further up the marginal cost curve for reductions that may be required in the future.  Not only is such crediting not provided for in the current “early action” discussions, but existing voluntary reduction efforts are not consistently given adequate recognition.  A case in point is the is the Fire Suppression option, where extraordinary voluntary GHG emission reduction efforts have already been undertaken within that vital industry, but where the current write-up fails to document their significant accomplishments.  This is particularly regrettable given the health/safety implications of this item, discussed above.  

COMMENTS ON SPECIFIC ITEMS 

B02
REFRIGERANT TRACKING, REPORTING AND RECOVERY PROGRAM:  DuPont supports an appropriately structured tracking and reporting program, but believes recovery programs would be better handled by a market system than a direct mandate.  DuPont also believes any such recovery program should recognize and target CFCs, in addition to other fluorinated refrigerants.  The CFC’s fall under the Montreal Protocol, but the mandates of that treaty restrict only production of these compounds.  It does not provide any mechanism or incentive to capture and destroy the large volume of CFCs already in use.  These are potent greenhouse gases, however, and the incentive provided by crediting the recovery and destruction of them would have very significant climate impacts.  
B06
COOL PAINTS FOR AUTOMOBILES:  DuPont supports further exploration in this arena, but believes imposing mandates for such paints upon OEMs at this time would be premature, given the current state of this technology.  DuPont also believes this is an arena potentially amenable to a market based approach.

B11
REQUIREMENTS FOR LOW GWP GHGS FOR NEW MVACS:  DuPont supports this item, but plans must pay careful attention to industry capacity and related issues of timing.  Regulations in the EU already require such action over the period 2011-2018.  Regulations should include sufficient lead time and transition time to allow component suppliers, auto manufacturers and the service industry to develop and deploy the extensive changes that will be required for this transition.

B12
ADDITION OF AC LEAK TIGHTNESS TEST AND REPAIR REQUIREMENTS TO SMOG CHECK:  DuPont supports this action.  We view this as consistent with Industry stewardship efforts to encourage responsible use of these refrigerants

B29
SPECIFICATIONS FOR COMMERCIAL REFRIGERATION:  DuPont supports this initiative, and also supports the actions suggested in the letter of March 5, 2007 from the American Refrigeration Institute to Richard Corey of ARB.  Commercial refrigeration is a significant source of refrigerant emissions and there is need for significant improvement.  This sector is still heavily reliant on ozone depleting refrigerants, and the highest priority should be policies that encourage the conversion of existing equipment to alternative non-ozone depleting refrigerants (and lower-GWP alternatives) while addressing the problem of leaks.  

B39
REDUCTION OF HIGH GWP GHGS USED IN CONSUMER PRODUCTS:  DuPont supports efforts to gradually reduce GHG emissions associated with consumer products, but believes health considerations related to VOC reduction and air quality improvement efforts argue for separate consideration of this measure.  We note that staff’s suggestion would effectively call for consideration of climate change implications of aerosol propellants in conjunction with the Consumer Product Regulations currently being finalized to meet California’s air quality goals and reduce smog forming VOCs.  This is an appropriate course of action, but the write-up and positioning of this as a Discrete Early Action item per AB 32 imply a prioritization of the climate change implications which may be inconsistent with the VOC-related health implications. 
B36
FOAM RECOVERY/DESTRUCTION PROGRAM:  DuPont supports appropriate GHG reductions within the foam production industry, but believes such recovery programs, like refrigerant recovery, are amenable to market approaches. The foam production industry is in the midst of completing an industry-wide transition away from HCFCs in the 2008-2010 time frame.  Regulations should be timed to allow sufficient lead time and transition time to allow materials producers, system suppliers, foam manufacturers and installers to develop and deploy the changes that will be required for this transition.  We look forward to working with ARB and other stakeholders to develop appropriate specifications for this segment.

C04
GUIDANCE/PROTOCOLS FOR LOCAL GOVERNMENTS TO FACILITATE GHG EMISSION REDUCTIONS and

C05
GUIDANCE/PROTOCOLS FOR BUSINESSES TO FACILITATE GHG REDUCTIONS  


DuPont believes education and the diffusion of guidance should continue to be a major point of emphasis in California.  
C07
ALTERNATIVE SUPPRESSANTS IN FIRE PROTECTION SYSTEMS:  DuPont continues to object to inclusion of this as an early action item.  As suggested above, we see this as one of the areas in which safety and protection issues warrant separate consideration.  While we acknowledge the GWP potential of systems containing HFCs, we believe the highly developed and quite specialized character of these systems; the uncertainties around toxicity, lifecycle GHG benefits and utility in specialized applications surrounding the only identified alternative to these compounds; and the very successful voluntary efforts of this industry at limiting emissions of these compounds all argue that consideration of this in the context of Early Action is premature, at best.  We have attached an Appendix to this letter, which provides more detailed discussion of these concerns.

C09
ENFORCE FEDERAL BAN ON HFC RELEASE DURING SERVICE/DISMANTLING OF MVACS:  DuPont supports this action.  Industry stewardship efforts encourage responsible use of these refrigerants, and support the federal ban. 

We urge your consideration of these comments and look forward to working with you, your staff and the other agencies of the Climate Action Team as the early action process advances.  Please don’t hesitate to contact us if you have any questions about the above. 

Sincerely, 

(transmitted via email)

Thomas R. Jacob

Government Affairs Manager, Western Region

cc:
C. Shulock, ARB


M. Robert, ARB
A.  Ayala, ARB

R. Corey, ARB

R. Heim

APPENDIX

Detailed Comments on 

C07 – Alternative Fire Suppression Systems

DuPont objects to inclusion of this item among Early Action measures.  Given the highly developed and quite specialized character of these systems; the uncertainties around toxicity, lifecycle GHG benefits and utility in specialized applications surrounding the only identified alternative to these compounds; and the very successful voluntary efforts of this industry at limiting emissions of these compounds all argue that consideration of this in the context of Early Action is premature, at best.  
Limited proven utility of alternatives:  A restriction on the use of HFCs would have a significant negative impact for the protection of people, businesses, valuable assets and the environment. There are no non-ODP/non-GWP clean agent portable fire extinguishers. Should HFCs have restrictions placed on them; the only commercially available portable extinguishers will be CO2, dry powder or water. Each of these options will leave the end user with significant concerns for health and safety, use limitations, significant clean up after use, long term business interruption and the potential for significant financial losses. Businesses currently using HFC portable extinguishers that will not have options for portable extinguishers, should there be a restriction on HFC use, are: hospitals, telecommunications, and 911 call centers just to name a few.

There is only one non-ODP/low GWP agent for total flooding. It is a relatively new agent that has only been installed in recent years. It is not clear that it can replace HFCs in all total flooding uses and is an extremely costly option compared to HFCs. Even for uses where it may be appropriate, the combination of very high cost of the one non-ODP/low GWP option and restrictions on HFCs may lead end-users to rely upon sprinklers – certainly sub-optimal in terms of both safety and protection.  Sprinkler systems are designed to control a fire, whereas HFCs extinguish fire.  There is clearly potential for this proposal to lead to short term choices which increase safety/protection risk.

The particular problem of decommissioning systems:  The potential tradeoffs versus safety and protection risk are accentuated by the seemingly innocent idea of considering decommissioning of high GWP systems, suggested in the staff analysis.  A specific cutoff for such a program is not suggested, leaving anyone considering investment today in a system for critical safety/protection without clear direction, but with a looming cloud implying that that investment could be completely negated at some point in the not-to-distant future.  Importantly, these systems are highly specialized, with very well-developed standards for various safety/protection applications; and they are designed and put in place with the express expectation that they will service the life of the facility for which they are designed.  The suggestion that some systems may be force-retrofitted after the fact could well lead would-be purchases in the direction of systems not yet fully tested or proven for specialized applications – importantly, not for reasons of safety/protection, but because of an implied GHG reduction concern.  Importantly, this is in an industry that has already been a leader in reducing potential for GHG release; and where even optimistic ARB projections suggest very, very modest GHG emission reduction, spread over expected system lifetimes that in current practice measure 30-50 year or more.  

Additionally, there is experience with decommissioning systems elsewhere around the globe that has proven this notion to actually increase the very environmental risk. These noteworthy attempts at decommissioning have actually reached harmful emission rates of ozone depleting substance of greater than 50%. In Europe and Australia greater than 50% of the documented banks of product in use, were never recovered and assumed emitted into the atmosphere after implementing a decommissioning program aimed particularly at halon refrigerants.  EPA estimates that between 10 – 50% of halons or HFCs will be lost under a decommissioning program.

Need for more complete lifecycle analysis: HFCs used in fire suppression have demonstrated safety in use for humans, stability in storage and safety for the critical assets protected. Before regulations are imposed on HFCs, the alternatives should be fully evaluated and demonstrate the same safety and storage profiles already exhibited by HFCs. Further, any life cycle assessment must extend to a review of manufacturing. It is clearly understood the proposed alternative to HFCs is produced through a manufacturing process that requires high energy consumption. The significant consumption of electricity to produce the proposed alternative diminishes, or eliminates it’s assumed environmental benefits.

Voluntary Code of Practice:  The fire protection industry has a Voluntary Code of Practice (VCOP) focused on minimizing emissions of halon 1301, halon 1211 and HFCs in general.  We know the VCOP, in full force within the fire suppression industry for 15 years, works. For example, emissions of Halon 1301 before 1994 were 9.2%, but from 1994 onward emissions were reduced by more than half to 4.5%. The implementation of the VCOP has had a positive impact on emission of Halon 1211. Emissions of 1211 before 1992 were 9.0%; from 1992 onward emissions were reduced to 3.0%. The same VCOP has helped to keep HFC emission in check through good maintenance and product stewardship worldwide. 

Manufacturers of fixed suppression systems and portable extinguishers have been using HFCs for the past 15 years for life safety and the protection of high valued property. While the many manufacturers of HFC clean agents and OEMs for fire suppression systems and portables are competitors, everyone adheres to the Voluntary Codes of Practice (VCOP) established by the industry. Voluntary codes of practice within the industry, supported by organizations such as the National Fire Protection Association (NFPA) and the International Organization for Standardization (ISO), clearly outline environmentally responsible methods for installing, maintaining and servicing fire suppression systems. These measures have proven highly effective in reducing emissions in fire suppression applications.  

The industry has also worked closely with the U.S. Environmental Protection Agency (EPA) to develop a reporting program aimed at tracking emissions.  As a result of these voluntary and stringent maintenance and inspections programs, emission rates for HFCs used in fire protection are extremely low – 2.5 percent for total flooding systems and 3.5 percent for portable extinguishers.  As detection technology and fire protection hardware continues to improve and with the ongoing support of the fire protection industry, it is anticipated that emissions from this sector will continue to decline. 
Recovery, Recycle and Reuse Program:  The fire suppression industry has a well established recovery, recycle and reuse program for HFCs. This program provides a market based approach for the proper handling, documentation, recycling to meet product reuse specifications and ultimately reuse or destruction. This program provides the right market structure for minimizing the release of systems.

HFCs have been demonstrated to be the best balance of environmental, performance and economic criteria for the special hazards fire protection industry.  Elimination of their use does not have a substantive impact on GHG emissions as is shown by CARBs own estimate of impact of a use restriction imposed (0.1; and this value seems too high).  System reliability and emission performance has been demonstrated now over a 15-year time horizon and the industry continues its efforts to drive emissions even lower over time.

Both of the above programs, the Voluntary Code of Practice and the Recovery, Recycle and Reuse Programs  have allowed the fire suppression industry to demonstrate that market driven programs are beneficial to industry, the well being of people, the protection of critical assets while being good stewards of our environment.  Finally, the collective efforts of the fire suppression industry have already achieved reduction of GHG emissions below 1990 levels, essentially meeting the reduction objectives set forth in AB 32.
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