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INTRODUCTION

The Pacific Research Institute appreciates this opportunity to provide comments on the California Air Resources Board’s (“CARB”) “Climate Change Proposed Scoping Plan: A Framework For Change” (October 2008). Founded in 1979 and based in San Francisco, PRI is a non-profit, non-partisan organization supported by private contributions. Its activities include publications, public events, media commentary, community leadership, legislative testimony, and academic outreach.

Numerous parties have filed written and provided oral comments during the Board’s various public hearings, most recently on November 11, 2008. These comments do not reiterate those but rather provide two options for CARB to responsibly accommodate the vast set of commentary. 

There are numerous flaws in the scoping plan each of which militates against adoption in its current form. 
The most important flaw is that the plan proposed for adoption is NOT actually even a “plan”.  There are no allowances for significant contingencies that may arise or that are unforeseen today, but that may seriously change the optimistic aspects of the analysis underpinning the plan.  What if our economy continues in the doldrums during the same period that massive capital investments are called for by the plan, with the hope of longer term payoffs?  What if other countries, such as those in Europe, back off their own programs, in response to local and global events?  We already see this, with European countries rethinking their GHG strategies in light of the global financial crises.  How will CARB accommodate recent studies, such as that by the General Accounting Office
 that found that the emissions savings from emission trading schemes are difficult to verify? What benefit is gained by California if other countries such as China and India fail to limit their emissions? Will California continue to go it alone, locked into a plan that will have at best de minimus benefit, yet be extremely costly?  What circumstances, and how extraordinary must they be, to trigger section 38599 (a) of the Health and Safety Code?

Second, with respect to the economic analysis, we’ve heard and read sound criticism of the Plan’s underpinnings, by the Legislative Analyst’s Office, the Peer Review Panel and others.  There has been NO adequate response by the Board Staff nor the Board to these serious concerns.  The economic modeling undertaken by the Board, should have been done probabilistically, not done in a manner that assumes a “right” answer.  There are simply too many uncertainties and unknowns, to be able to predict net economic benefit from the plan.  Nowhere is there an explanation that would lead us to believe the CARB analysis is correct, especially considered in light of independent analyses that show net economic costs, upwards of $500 billion. Further, the models used by CARB staff are admittedly not even forecast models and do not account for structural changes in our economy (such as the earlier change from manufacturing to services) nor do they account for changes in productivity that will result from implementation of the plan and other factors. 
In just a few short months, some of the fundamental inputs to the economic analysis have changed so dramatically as to call into question the results.  The economic analysis relies heavily on future energy savings in transportation and buildings, but was predicated on the higher prices we saw last summer.  World oil prices have dropped by over 2/3rds (from a peak of $145/bbl to below $45) since then, and consequently calculable energy savings benefit drops dramatically, albeit not proportionately, but the cost to implement measures have not. The benefit to cost ratio may be quite negative, rather than the rosy positive underpinning the plan. 
Finally, the Plan does not even logically account for the results of its own economic analysis. For example, if great consumer benefits would occur from the various energy efficiency measures as claimed, less expensive ways of capturing those savings could easily be pursued—why not just publish a “catalog” for consumers to implement on their own? Such an action might very well achieve the same or greater benefits at less cost, and avoid further expansion of intrusive government into ever more aspects of daily life. The Plan does not satisfy the requirements of Health and Safety Code Section 38501 (h)
 to minimize costs.  The Plan did not evaluate, nor even identify, less costly measures that might achieve the same emission reductions. 
The recent study by the Legislative Analyst Office
 (LAO) points out other flaws in the analysis underpinning the proposed Scoping Plan. The LAO calls CARB’s economic analysis “inconsistent and incomplete.”   They argue the report does not account for all of the costs associated with curbing CO2 emissions, and that CARB “intentionally excluded costs and savings associated with certain measures.”  As such, the Plan does not comport to the requirements in Section 38561 (d)
 to identify the “total potential costs” of the Plan.  

We recommend that CARB delay adoption of the scoping plan, and that CARB request a delay in the statutory deadline (January 2009) from the Legislature and Governor until these serious deficiencies are resolved.  CARB should direct staff to correct these deficiencies and undertake a more complete and correct economic analysis, and incorporate that into a revised scoping plan. As a second best option, if the Board cannot delay adoption, then at the very least, it should, in the adoption resolution, make clear that the Scoping plan is to be considered an “interim” scoping plan. The Board should direct staff to immediately embark on an update as called for in Section 38561 (h),
 to complete that update within one year, and to correct specific deficiencies including: adding contingency analysis and actions; clarifying the probability of costs and benefits; identifying timing of investment requirements; and explicit evaluation of less costly measures.
Respectfully Submitted

Thomas Tanton

Environmental Fellow, Pacific Research Institute

� United States Government Accountability Office, Report to Congressional Requesters, Lessons Learned from the European Union’s Emissions Trading Scheme and the Kyoto Protocol’s Clean Development Mechanism, November 2008


� 38599. (a) In the event of extraordinary circumstances, catastrophic events, or threat of significant economic harm, the Governor may adjust the applicable deadlines for individual regulations, or for the state in the aggregate, to the earliest feasible date after that deadline.


� 38501 (h) It is the intent of the Legislature that the State Air Resources Board design emissions reduction measures to meet the statewide emissions limits for greenhouse gases established pursuant to this division in a manner that minimizes costs and maximizes benefits for California’s economy, improves and modernizes…(emphasis added)


� http://www.lao.ca.gov/laoapp/PubDetails.aspx?id=1896


� 38561 (d) The state board shall evaluate the total potential costs and total potential economic and noneconomic benefits of the plan for reducing greenhouse gases to California’s economy,…


� 38561 (h) The state board shall update its plan for achieving the maximum technologically feasible and cost-effective reductions of greenhouse gas emissions at least once every five years.









