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August 15, 2008

Ms. Mary Nichols, Chair

California Air Resources Board

1001 “I” Street

Sacramento, CA  95812


Subject:  Comments on Draft AB 32 Scoping Plan and Appendices

Dear Ms. Nichols:


On behalf of the Industrial Environmental Association (IEA), we thank you for the opportunity to address the AB 32 Scoping Plan and accompanying Appendices.  IEA represents diverse industry sectors throughout Southern California that are committed to corporate environmental responsibility and sustainability, as well as continuous improvements to their facilities and operations.


We recognize the tremendous challenge that the California Air Resources Board (CARB) has before them and the extensive work effort that has gone into the development of the Scoping Plan.  


IEA would like to submit the following comments on the Scoping Plan and Appendices:



*Cap and Trade:  Cap-and-trade is well documented in the Scoping Plan as an effective strategy to gain higher levels of emission reductions at the least cost.  This market-based approach has the advantage of corresponding to economic cycles and business-specific trends.  It also directs the flow of credits to targeted areas where GHG reductions produce the greatest environmental benefit.  In order to maximize these benefits a cap-and-trade program needs to be compatible with the global marketplace for carbon. Further, it will be the driving force for businesses to make innovations and advance new technologies.  Cap-and-Trade is particularly important for high-growth companies core to California’s economy that are successful in reducing per unit GHG emissions but still exceed their emissions cap due to rapid business expansion.    Because Cap-and-Trade is a proven system that provides real, permanent, quantifiable and enforceable means to track and account for Greenhouse Gas (GHG) emission reductions, there should be no limitations in the implementation of AB 32.   



*Offsets:   An important extension of Cap-and-Trade is the use of offsets.  The Scoping Plan, as currently drafted, restricts the use of offsets to 10% of a company’s emission reduction responsibilities.  Offsets offer the potential to even further expand the effectiveness and broaden the reach of a Cap-and-Trade program by allowing entities in sectors not covered under the Cap-and-Trade system to participate in trading.  The Kyoto Protocol and the European Union have both endorsed offsets as an important cost-containment mechanism.  Similarly to Cap-and-Trade, rigorous evaluation and verification to prove the worth of an offset credit is essential, but that should not limit the offsets market.  As with Cap-and-Trade, ARB should not place arbitrary limits on the use of offsets. 
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*Western Climate Initiative (WCI):  Even with a robust California system, California needs to remain a strong supporter for the WCI’s proposed Cap-and-Trade system and endorse further expansion of participants in the WCI regional program.  This will further increase the number and type of sources that can participate in the program, and it makes good sense to open more doors to high quality projects, such as reforestation, that maximize environmental benefit.     



*Transition:  ARB should further define its “Voluntary Actions” policy to ensure that there is smooth transition for those companies who are participating in voluntary registries and that they receive equivalent credit under AB 32 regulations.    


*Economic Analysis:  A cornerstone of AB 32 is that cost-effectiveness of the measures must be evaluated.  The economic analysis as required by AB 32 should be moving in parallel with the Scoping Plan.  With the new regulatory burdens being imposed under AB 32, some industries will certainly leave the state.  Others may not consider any business expansion in California.  AB 32 creates many uncertainties over the costs and additional regulatory burdens that will be incurred to comply with the program.  The economic analysis should identify the real costs of AB 32 implementation and address the number and types of jobs that may be lost.  The economic analysis should further address the potential for indirect and unintended consequences, for example, the costs and pollution created by transporting products longer distances as opposed to in-state production. 



*Overlapping Fees and Regulatory Programs:  Another concern is the section of the plan that addresses the role of local governments and encourages adoption of their own programs.  Already, some areas have taken to impose their own greenhouse gas fees.  Other cities have proposed mandatory requirements tied to the issuance of a business license.  There is great potential for conflicting, duplicative and overlapping program requirements that will make it more difficult and costly to do business in California.  The Scoping Plan lacks an overarching master plan that will tie together all of the elements of a comprehensive greenhouse gas regulatory structure.    


Thank you for your consideration of our comments, and we look forward to continuing to work with ARB on implementation of AB 32.


Sincerely,
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Patti Krebs


Executive Director
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