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Good afternoon Chairman Lowenthal, Vice-Chairman Huff, and members of the Senate Committee on Transportation and Housing, and thank you for your invitation to testify at today’s information hearing on the Low Carbon Fuel Standard.  My name is Catherine Reheis-Boyd, Executive Vice-President and Chief Operating Officer of the Western States Petroleum Association.  I would like to provide you with a 30,000 foot overview, if you will, of our thoughts on the LCFS. 

The Western States Petroleum Association (WSPA) is a non-profit trade association that represents companies that account for the bulk of petroleum exploration, production, refining, transportation and marketing in the six western states of Arizona, California, Hawaii, Nevada, Oregon and Washington.

The Low Carbon Fuel Standard

The LCFS will be the most transforming fuel regulation ever undertaken, and for that reason it is critically important that it be gotten right; too much is at stake to get it wrong.  LCFS is also one of the first major regulations listed in the AB 32 Scoping Plan to be adopted. For that reason as well, its success is crucial to the success of the program long-term and achieving 80% emission reductions by 2050.
Ultimately, Consumers will be the judge of the performance of this regulation, and they will require adequate, reliable and affordable fuels to maintain California’s quality of life and business vitality.
WSPA Members Meet Multiple Demands
California’s fuel providers comply with the state’s air quality regulations to make the cleanest burning gasoline and diesel in the world.  They also have to meet the federal Renewable Fuel Standard, which requires that fuel providers blend increasing amounts of biofuels over the next decade, with some greenhouse gas performance measures.  California’s fuel providers will now have to meet a new California-only LCFS, which is an additional performance standard.  There is a tremendous amount of uncertainty in the transportation fuels industry right now since we see the federal government and regional jurisdictions considering the adoption of LCFS-type programs – perhaps some with different program details that would lead to harmonization challenges.  Lack of attention to these details can increase the compliance challenge for California refiners, and the fuel island effect that California's market experiences because of its boutique fuels.

LCFS Benefits From Being a Flexible Performance Standard 

WSPA is pleased to observe that the LCFS is a performance standard (rather than a specific volume or product mandate) with flexible compliance methods that phases in Carbon intensity or CI reductions in a way that creates incentives for commercial development of the next generation biofuels that will be necessary to meet the standard beyond about 2014. We think it is critical to note that the CI reduction standards for those later years rely on materials and technology that are either not widely commercially available today, or have not yet been invented – on either the fuel or vehicle side.
Work Needs to be Completed Before LCFS is Ready for Board Action
Any fuel regulation has to be technologically feasible and cost-effective.  The key questions include whether affordable lower carbon fuels will be available in sufficient quantities, in the right timeframe and with adequate infrastructure to get them where they need to go.  The answers to these questions are all driven by the CI values established for each of the alternatives that might be used to comply with the rule.


Several important CI values (including for biodiesel and renewable diesel), have not been proposed yet. These should be completed and adopted by the Board, rather than the ARB staff. It is reasonable to expect these would be done before adoption of the rule, not after.  Without the completion of the work to produce the CI values for several fuels, we won’t know if our industry will be able to select certain fuel pathways in order to comply with the regulation or not.

Adequate Economic Analysis Remains a Concern
The economic analysis included with the staff report seems inadequate on several counts. The ARB should take public comment on this analysis and respond to public comment and to the peer review that is underway, to see if any adjustments to the program are warranted.  Then, when this analysis has fulfilled its intended purpose of informing the public, the staff, and the Board about the relative costs of various regulatory options, the Board should proceed to rulemaking when they are ready.

Regular Periodic Review of the Rule by the Board is Key
The pending staff proposal is for the Board to adopt an incomplete rule in April, with further details to be completed later by their staff.  Further review of the program would be left to the discretion of ARB staff.  Given the significance of the CI values and CI reduction requirements in this rule, all CI values and reduction specifications should be set by the Board, and they should perform a detailed scheduled review every 3 years with adequate public process.  This is the best action the Board can take to deal with the inherent uncertainties in any program that relies so heavily on future technologies and materials.

