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Opening Statement of David Modisette, Executive Director, California Electric Transportation Coalition, to the Senate Transportation and Housing Committee, Informational Hearing on the Low-Carbon Fuel Standard (LCFS), March 16, 2009.

1.
Electric utilities were early supporters of the LCFS, and we remain so today.

2.
Electricity in CA is a VERY low carbon fuel.  Electric transportation reduces GHG emissions by over 70% in comparison to gasoline or diesel, on a “well to wheels” basis. Electric transportation also reduces air pollution by over 95%.   And it reduces petroleum by 99%.
3.
So electricity used for transportation purposes will generate GHG reduction “credits” which will become compliance options for petroleum producers under the LCFS.

4.
As you know, there is very little on-road electric transportation today.  But ALL the major automakers today are developing Plug-in Hybrid vehicles, and battery electric vehicles, which are expected to be available to fleets and consumers beginning in the 2010 model year, when the LCFS begins.

5.
Besides on-road electric vehicles, there are many different “off-road” electric transportation and goods movement vehicles and equipment in use in CA today.  This includes: truck stop electrification to replace diesel idling; port electrification; electric truck refrigeration units; electric forklifts, electric tow tractors, other industrial vehicles, and electric airport ground support equipment.  In fact, there are more than 300,000 of these vehicles and equipment in use today.   
6.
So what are utilities planning to do with any LCFS credits?   Quite simply, utilities are proposing to return to electricity ratepayers the value of these credits, in the form of reduced rates, or other financial returns.    We also believe that this is what the CPUC and other regulatory bodies would want.   And in this way we will be further encouraging consumers to switch from high-carbon fuels to low-carbon electricity, which is the goal of the LCFS.
7.
Let me briefly mention two issues of concern we have about the current Draft of the LCFS:
First, we believe that the LCFS should be extended to “surplus” port electrification, as a way to provide incentives for additional emissions reduction beyond what is required by ARB regulations.  Unfortunately, staff has not made port electrification eligible under the LCFS, so we may be appealing this issue to the ARB Board in April.

Lastly, and this is more complicated, but Electric Transportation causes TWO effects.   The first, you already know about, is that it results in a very large NET reduction in GHG emissions (over 70% as mentioned earlier).  But the second effect is that it creates a cross-sector SHIFT in the remaining emissions from the transportation sector to the electricity sector.    

Here is what happens:  replacing gasoline or diesel with electricity makes transportation sector emissions go to zero, but electric sector emissions actually increase, because electric load has increased.   And under “cap and trade” any new emissions from electric transportation will have to be completely mitigated or eliminated (either directly or with allowances). 
So, who should pay the compliance costs of this transfer of emissions from the transportation sector to the electricity sector?  We think that it would be unfair for electric ratepayers to have their rates increased to pay for this shift in emissions from the transportation sector.  We also think this sends the wrong price signal to increase electricity rates to pay for this.  The correct price signal is for the price difference between electricity and gasoline to become wider; not to narrow it as the current design would do.  We believe the compliance costs for the remaining emissions should remain the responsibility of the transportation sector.  And we have asked the ARB staff to address this issue, either in the LCFS rulemaking or in the upcoming cap and trade rulemaking.
Thank you, and I would be happy to answer any questions.
