Comments of the Independent Energy Producers Association

On

Cap Setting and Data Review:

Establishing Surrender Obligation and

Examining Historical GHG Data Trends

Public Workshop Convened November 16, 2009

The Independent Energy Producers Association (“IEP”) is pleased to offer these comments on the California Air Resources Board (CARB) “Cap Setting and Data Review: Establishing Surrender Obligation and Examining Historical GHG Trends” Workshop convened on November 16, 2009.  IEP represents over 20,000 MWs of independently owned generation resources in California.  IEP is active in the joint CPUC/CEC efforts to implement AB32 as well as at CARB.  

I. General Comments:  During the November 16th Workshop, CARB staff noted that they are considering, and would like to receive comment on, the possibility of including upstream fuel deliverers in the transportation sector in the cap-and-trade program in the 2012, rather than in the 2015 timeframe as currently proposed.  As a general matter, IEP supports the notion of including upstream fuel delivers in the transportation sector in the cap-and-trade program from the beginning in 2012, as a means to (1) foster liquidity, (2) maximize market efficiency, and (3) capture near term greenhouse gas (GHG) benefits.   

II. Specific Comments on Including Upstream Fuel Providers in the Transportation Sector in 2012, rather than in 2015.
· Liquidity: The need for liquidity in the cap-and-trade program is critical to ensure that cap-and-trade works as expected, which is best achieved through a truly multi-sector approach at the initiation of the program.  As a sector that represents nearly 40% of this state’s greenhouse gas emissions, it makes sense for the transportation sector to be included in the cap-and-trade program from the beginning.  By incorporating the large amount of allowances associated with fuel providers in the transportation sector from the beginning, rather than intermediately, CARB will avoid the market shock and uncertainty that would otherwise exist from entering a large portion of allowances into the market after the cap-and-trade program is already in effect.  Furthermore, shielding any key emitting sector, particularly one as critical as the transportation sector from entering the cap-and-trade program in the beginning, will risk fostering a higher level of price volatility in the cap-and-trade program than would otherwise occur.
· Maximizing Market Efficiency:  In addition to fostering liquidity, introducing the transportation sector into the cap-and-trade program in 2012 will maximize market efficiency.  For example, by entering the cap-and-trade program three years earlier than originally planned, the transportation sector will have an additional 3 years to adjust and respond to the price signals that will signify the need for new investment and innovation in low carbon technologies.  As a result of sending these price signals early on, the transportation sector may achieve innovative techniques earlier than if they had entered the cap-and-trade program in 2015.  Since innovative technologies will potentially come to market earlier under the 2012 versus the 2015 inclusion of this sector, allowances that would otherwise be used by the transportation sector may be freed up earlier, reducing the burden on other obligated entities/sectors.  Furthermore, introducing upstream fuel deliverers in the transportation sector to the cap-and-trade program earlier rather than later, creates the incentives necessary to spur new innovation/investment.  In essence, the sooner high-emitting sectors including the transportation sector enter the cap-and-trade market, the sooner the price signal is sent to begin investing in the low-carbon technological solutions that will largely impact our GHG reduction goals.
· Near Term GHG Reductions:  While it seems that the emission reductions under the cap through 2020 will remain the same whether the upstream fuels for the transportation sector are included in the cap-and-trade program in 2012 or 2015, the opportunity for reducing GHG emissions in the near term, for the transportation sector, is lost under the 2015 approach.  If the transportation sector does not enter the cap-and-trade program until 2015, the near term reductions that would otherwise occur during the 2012-2015 compliance period will be forgone.  Thus, from a near-term reduction perspective, it is valuable for the transportation sector to enter the cap-and-trade program from the beginning.  
III. Conclusion.  IEP supports CARB’s consideration of entering upstream fuel deliverers in the transportation sector as part of the cap-and-trade program in 2012 rather than in 2015.  As a means to foster liquidity, market efficiency and near term GHG benefits, it will be valuable to introduce upstream fuel providers in the transportation sector in the cap-and-trade program earlier, rather than later.  
IEP thanks CARB for the opportunity to submit these comments on the Cap Setting and Data Review Workshop convened November 16, 2009.

Respectfully submitted,

[image: image1.emf]





Amber Riesenhuber






Energy Analyst






Independent Energy Producers Association






1215 K Street, Suite 900






Sacramento, CA  95814






916-448-9499






amber@iepa.com
December 14, 2009

