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April 22, 2009

The Honorable Mary Nichols

Chairman, California Air Resources Board

1001 I Street

Sacramento, CA 95814

Re: 
Southern California Pubic Power Authority Comment on Proposed Regulation to Implement the California Low Carbon Fuel Standard
Dear Honorable Nichols:

The Southern California Public Power Authority (“SCPPA”) supports the March 5, 2009 proposed regulation to implement the California Low Carbon Fuel Standard (“LCFS”).  The primary benefit of the LCFS is that it would reduce greenhouse gas (“GHG”) emissions from the transportation sector in California by approximately 16 million metric tons (“MMT”) by 2020.  These emission reductions would account for almost 10 percent of the total GHG emission reductions that are needed to achieve the Assembly Bill (“AB”) 32 goal of reducing California GHG emissions to 1990 levels by 2020.  
Additionally, there are important co-benefits that can be realized through the LCFS.  One co-benefit is that the LCFS would attain emissions reductions independently of the cap-and-trade program that is envisioned in the December 11, 2008 AB 32 Scoping Plan.  The Scoping Plan envisions attaining 146.7 MMT CO2 emissions reductions by 2020 from a mix of a cap-and-trade program and various complementary measures.  To the extent to which complementary measures such as the LCFS reduce emissions independently of the cap-and-trade program, there would be less pressure on the cap-and-trade program to achieve emissions reductions, resulting in less pressure on the price of cap-and-trade allowances.  Thus, a co-benefit of the LCFS is that it would help to contain the cost of allowances under the cap-and-trade program.  

A second co-benefit of the LCFS proposed regulation would result from the provision permitting electric utilities to opt into the LCFS program to obtain credits.  As shown by Table IV-1 in the Initial Statement of Reasons (“ISOR”) supporting the proposed regulation, electricity on both an average and a marginal basis has a very low carbon intensity value in comparison to petroleum-based transportation fuels.  By allowing electric utilities to opt into being regulated entities under the LCFS program, the electric utilities would be permitted to earn credits.  The value of the credits would assist the electric utilities in meeting the increased electrical demand that is foreseen from plug-in hybrid electric vehicles (“PHEVs”) and electric vehicles (“EVs”).  The ISOR projects that there will be an additional 1.8 million PHEVs and EVs by the year 2020, increasing California’s electrical load by 4.6 TW-hours.  Permitting electric utilities to obtain credits by providing a low-carbon-intensity transportation fuel through the LCFS program would permit electric utilities to defray the incremental costs that electric utilities may incur to serve the projected additional load.  

Although SCPPA strongly supports the proposed LCFS regulation, SCPPA urges that the Board include three resolutions in the Board Resolution adopting the LCFS to permit further consideration of several issues.  The three resolutions were proposed in an April 14, 2009 joint comment from a dozen parties (“Joint Parties”).
  
First, the Joint Parties request that the Board adopt a resolution directing staff to continue to refine the definition of “Regulated Party for Electricity” to determine the appropriate recipients for LCFS credits.
  
Second, the Joint Parties request that the Board adopt a resolution directing the staff to evaluate the extent to which replacing petroleum-based transportation fuels with electricity would lead to a shift in GHG compliance costs.
  
Third, the Joint Parties urge that the Board adopt a resolution that would direct staff to develop a mechanism to permit electric utilities to obtain credits by providing electricity as a transportation fuel to various non-road applications such as electric forklifts and similar equipment.
  SCPPA joins the Joint Parties in urging inclusion of these resolutions in the Board Resolution adopting the LCFS regulations.
SCPPA appreciates this opportunity to express its support for the proposed LCFS regulation and to join in support of the three resolutions that were proposed by the Joint Parties in their April 14, 2009 comment.

Respectfully submitted,

/s/ Norman A. Pedersen

Norman A. Pedersen

Attorney for the SOUTHERN CALIFORNIA PUBLIC POWER AUTHORITY

NAP:sc

�   American Lung Association in California; California Electric Transportation Coalition; Center for Energy Efficiency and Renewable Technologies; Coalition for Clean Air; Energy Independence Now; Friends of the Earth; Natural Resources Defense Council; Pacific Gas and Electric Company; Sacramento Municipal Utility District; San Diego Gas & Electric Company; Southern California Edison Company; Union of Concerned Scientists.


�   “BE IT FURTHER RESOLVED that the Board directs staff to continue to work with the CPUC and other stakeholders on the definition of Regulated Party for Electricity in Section 95484 (a)(6), and the appropriate recipient(s) and generator(s) of the LCFS credits, and return to the Board by December 2009 with recommended modifications to the regulation, as appropriate,”


�   “BE IT FURTHER RESOLVED that the Board directs staff to:  1) conduct a study to evaluate if displacing petroleum transportation fuels with electricity leads to a cross-sectoral shift in GHG compliance costs and other costs, and the effect of any such shift; and 2) conduct a study and hold one or more public workshops to determine how the Low Carbon Fuel Standard should best work with other programs in the AB 32 Scoping Plan to ensure that the use of electricity as a transportation fuel is not discouraged, and to send the right price signals to consumers; and 3) return to the Board by December 2009 with recommendations, as appropriate,”


�   “BE IT FURTHER RESOLVED that the Board directs staff to develop a mechanism to allow generation of LCFS credits from new categories and applications of electric forklifts and similar electric non-road vehicles and equipment, and to further increase market penetration in existing categories and applications, and return to the Board by December 2009 with recommended modifications to the regulation, as appropriate,”
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