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August 18, 2009

Mr. Floyd Vergara

Manager, Industrial Section

California Air Resources Board

1001 I Street

Sacramento, CA 95814

RE:  Thirty-Day Changes to the Low Carbon Fuel Standard Regulation

Dear Mr. Vergara:

The California Natural Gas Vehicle Coalition (CNGVC) is pleased to submit comments on the ARB’s proposed 30-day changes to the LCFS regulation.  In our April 17 comments to the Board, supporting adoption of the LCFS regulation, we complimented Board staff for its willingness to incorporate changes suggested by members of the CNGVC, but identified four remaining issues we hoped to see addressed in subsequent modifications to the regulation.  We appreciate the modifications proposed by staff at the August 5 workshop, which address three of those issues, and offer the following further comments.

Section 95481: Definition of Biogas

We appreciate and support the proposed modification to the definition of biogas. Consistent with our April 17 letter, the proposed definition recognizes that biogas can be produced by processes other than anaerobic digestion, specifically by adding “anaerobic decomposition and thermo-chemical decomposition.”  This definition will appropriately allow a variety of forms of biogas production to qualify for LCFS credits.

Section 95485(c): Credits and Deficits  

In our April 17 letter we expressed concern that 95485(c)(1)(B) and (C) seemed to be contradictory.  The proposed modification acknowledges this contradiction and addresses it by adding the phrase “except as otherwise specified in (C) below.” Unfortunately, by adding two commas and changing “that” to “which” in (B), the amendments change the meaning in a way we do not believe staff intends.

As amended (B) states that no third party may purchase, sell or trade LCFS credits unless doing so in compliance with (C).  By placing the phrase “which is not a regulated party or acting on behalf of a regulated party” within commas, the phrase is essentially defining the term “third party.”  Since regulated parties also could be a third party to a transaction, this would not be an accurate definition of “third party.”

We believe (B) is intended to say that a subset of third parties, specifically those that are not a regulated party or acting on behalf of one, are prohibited from acquiring or transferring LCFS credits unless doing so in compliance with (C).  If so, (B) should read:

 (B)  acquire or transfer LCFS credits.  A third-party entity that is not a regulated party or acting on behalf of a regulated party may not purchase, sell, or trade LCFS credits, except as otherwise specified in (C) below; and  

Section 95486: Determination of Carbon Intensity Values

In our April 17 letter we strongly urged the Board to complete a pathway analysis for the most relevant Liquefied Natural Gas pathways, so we are pleased to see three additional GREET analyses of LNG pathways.  These documents actually include five different pathway analyses, since the GREET analysis for LNG from North American and remote sources contains two remote source scenarios as well as a North American source scenario.  

The main variable in all the LNG pathway analyses is the carbon intensity of the liquefaction  process, and the main variable in the analysis of liquefaction processes is the efficiency of the process.  Several members of the CNGVC – Clean Energy, Waste Management and Sempra Utilities – are major in-state providers of LNG, including from North American sources, remote sources and landfill gas.  These companies have detailed information on the liquefaction processes used in the production of their LNG, and we urge Board staff to work closely with them to determine the most accurate calculation of the carbon intensity for the LNG they are providing.

The carbon intensities of LNG from North American and remote sources (no regasification) are particularly important because they affect the board’s decision on whether to include them among alternative fuels that are presumed to have a full fuel-cycle carbon intensity that meets the 2020 compliance schedules (95480.1(b)).  

The Board’s decision on whether to include fossil LNG sources in the Opt-In provision is also affected by another factor that, disappointingly, is in not included in the Modified Regulation Order, namely a revision of the Energy Economy Ratio (95485).  As we stated in our April 17 letter, we believe the 0.9 EER for heavy-duty natural gas engines fails to adequately account for the higher efficiency of compression ignition engines.  

We urge Board staff to closely consider data submitted by CNGVC member companies on both the liquefaction efficiency value and EER value for HD natural gas engines. A revision of one or both of these values could have a significant impact on the amount of credits generated by providers of the fuels as well as whether the fossil LNG fuels qualify for the Opt-In provision.

Issues for September workshop:  LCFS Credit Trading and Fee Schedule

LCFS credit trading issues and issues to consider for fee schedule provisions were briefly discussed at the august 5 workshop.  The CNGVC looks forward to participating in the next iteration of proposals and discussion on these issues. 

Thank you for the opportunity to comment on proposed modifications to the LCFS regulation.  Please feel free to contact me if you wish to discuss any of these issues further.

Sincerely,

Pete Price

Executive Director
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