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SFPUC Comments on CARB October 14, 2020 LCFS Workshop
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November 12, 2020
CALIFORNIA AIR RESOURCES BOARD  
Via e-mail 

COMMENTS OF THE SAN FRANCISCO PUBLIC UTILITIES COMMISSION (SFPUC) ON CARB’S OCTOBER 14, 2020 PUBLIC WORKSHOP ON POTENTIAL MODIFICATONS TO THE LOW CARBON FUEL STANDARDS
Dear Sir/Madam:
The City and County of San Francisco, through the San Francisco Public Utilities Commission (SFPUC), offers the following comments on CARB staff’s potential changes to the LCFS program.   
The SFPUC is both an Electric Distribution Utility (EDU) and Load-Serving Entity (LSE) under the LCFS regulations.  The SFPUC was the first entity to register a “zero Carbon-intensity (CI)” green tariff option under CARB’s Lookup Pathway to power the San Francisco Municipal Transportation Agency’s (SFMTA’s) fleet of electric buses and light-rail vehicles (defined as Fixed Guideway Systems under the LCFS regulations).  The SFPUC is also working with other City departments to expand San Francisco’s LCFS participation to other transportation related activities such as shore-side electrical power at the Port, cargo-handling equipment at the San Francisco International Airport and Electric Vehicle (EV) charging and infrastructure throughout the City.  
The SFPUC also runs San Francisco’s Community Choice Aggregation program – CleanPowerSF, which is exploring offering special rates and incentives for Electric Vehicle (EV) development.

The SFPUC looks forward to working with CARB staff to develop final regulations over the coming year.  The SFPUC offers the following observations on CARB’ staff’s October 14, 2020 workshop (Public Workshop) 
  
Public Transit Systems Using Fixed Guideway Systems (FGS) Should Retain Maximum Flexibility to use LCFS proceeds

Under the current regulations, public transit agencies have no restrictions on their use of proceeds from LCFS credit sales allowing them to use proceeds to best maximize and improve public transit operations.
  The staff potential revisions would now limit use of these LCFS proceeds only to specific electric transportation activities.

Such an approach should not be adopted, particularly during the current pandemic.
As noted in the SFPUC’s comments on CARB’s draft guidance document on the use of LCFS proceeds;
Almost all operators of Fixed Guideway Systems are government agencies (such as SFMTA).  As public agencies, transit operators are not-for-profit, overseen by elected and appointed public officials, and mandated to promote public transit electrification.  
The existing regulations, however, provide public transit agencies the flexibility to decide how LCFS proceeds should be used to achieve California’s GHG-reduction goals, whether it is investment in vehicles, energy infrastructure, or efforts to increase or sustain ridership comfort and safety, outreach, or other activities.   CARB should respect and defer to these public officials regarding the best use of LCFS proceeds to improve public transit operations and the experiences of transit riders because these uses promote the policy objectives of the State and CARB. 
 

Applying Any Restrictions on the use of LCFS Proceeds by Fixed Guideway System Operators is Especially Harmful During the Current Pandemic

The current novel coronavirus 19 (COVID-19) pandemic has decimated public transit, with SFMTA transit ridership 1/3rd pre-pandemic levels with a resulting $98 million revenue shortfall.  While SFMTA had planned to use its LCFS proceeds for a variety of purposes consistent with its public transit and environmental goals, the pandemic has now forced the agency to reallocate these funds to meet current operating needs.
   Loss of this back-stop funding source at this time could require even further reductions in service and corresponding increase in GHG-emissions. 
Electric Energy Used for Other Electric Transportation Purposes Should not be Disadvantaged Relative to Other Fuel Sources

CARB staff is considering extending its restrictions on the use of LCFS proceeds to all other non-EV electric transportation uses including shore-side electrification (E-OGV), electric forklifts, cargo-handling equipment, and refrigerated container units.
  The SFPUC is working with its Port and Airport to enroll shore-side electrification and cargo-handling activities into the LCFS program. The current regulations are unclear on the use of LCFS credit proceeds from these activities.

Similar to other alternative fuels, the creation of LCFS credits from these sources requires investment and cost by the entity seeking the credits.  It is unclear why these transportation uses should be limited in their use of LCFS proceeds, while all other non-electric energy alternative fuels have no similar restrictions. Biomass/ethanol producers, for example, are free to use LCFS proceeds for any purpose.
This mismatch could deter needed investments in electric transportation efforts if entities are free to make potentially unlimited profits in the biomass/ethanol and other fuel sectors but are limited in their investments in electric transportation efforts.   Even governmental entities, although not-for-profit, must prioritize limited tax and public funding amongst other competing public needs.  
CARB Staff Need to Encourage the Use of Renewable Energy Necessary to Power Electric Transportation
In its 2018 modifications to its LCFS regulations CARB sought to encourage the use of Zero-CI energy to fuel electric transportation activities by developing Zero-CI pathways based on participation in a green tariff program or other “licensing or contractual” 
 relationships.  ““Staff’s goal [was] to incent the installation of additional low carbon electricity supply coupled with additional ZEV fueling infrastructure”
and “offering further reward for renewable power to fuel above and beyond the RPS.

These considerations recognize the need for renewable energy costs to be an allowed expenditure of LCFS proceeds.  CARB should allow for significant flexibility for LSEs to craft green tariff programs and other options that reflect the differing financial and local conditions of the LSEs and their customers to ensure the full range of “new mechanisms…proposed to provide flexibility”
 to promote electric transportation.

In Combining CARB’s LRT and AFP Reporting Systems, CARB Should Clarify that it is Participation in the Green Tariff program that Determines LCFS Eligibility

The Public Workshop proposes to combine CARB’s LRT and AFP reporting systems into a single system.
CARB should use this consolidation to clarify the interaction of green tariffs and LCFS eligibility.  The regulations should allow LCFS participants to document their zero-CI Pathway by documenting their green tariff participation, not through the separate retirement and reporting of Renewable Energy Credits (RECs). for each LCFS entity.  As the number of LCFS customers grows it will become unwieldly and administratively difficult for LSEs to track and report on what could be hundreds if not thousands of small transit providers, cargo-handling companies, fleet operators, taxicab companies, and forklift operators all participating in a utility’s green tariff.  
Conclusion 

Achieving Governor Newsom’s recent goal to move California to a 100% electric vehicle fleet by 2035 will require significant incentives to encourage all forms of electric transportation.  As noted above, several elements of the proposed changes to the LCFS regulation, hinder, rather than help, achievement of California’s goals.

The SFPUC looks forward to working with CARB to develop successful LCFS regulations. 

Thank you for the opportunity to submit these comments.
Please feel free to contact me at jhendry@sfwater.org or (415) 554-1526 [work] or (415) 867-9596 [cell].
Sincerely,

/s/James Hendry 

� LCFS Potential Regulation Amendments, Public Workshop (October 14, 2020) – “Public Workshop”





� While paragraphs 2 and 7 in section 95491(d)(3)(A) of the LCFS regulations (contained in Title 17 of the California Code of Regulations) require LCFS proceeds for electric energy to be used to benefit EV drivers in California, section 95483(c)(3) of the LCFS regulations does not extend these requirements to Fixed Guideway Systems.


� Public Workshop, p. 26.


� SFPUC Comments on Staff’s proposed Low Carbon Fuel Standard (LCFS) Guidance 20-03: Electricity Credit Proceeds Spending Requirements (April 4, 2020).


�  SFPUC Annual Report on the Low Carbon Fuel Standard Credit Sales Fund Pursuant to Ordinance 199-19 (October 19, 2020), p. 3.


�� Public Workshop, p. 26.


� While paragraphs 2 and 7 in section 95491(d)(3)(A) of the LCFS regulations require LCFS proceeds for electric energy to be used to benefit EV drivers in California, these requirements do not currently apply to Electric Forklifts (section 95483(c)(4)) and only apply “as applicable” to Transport Refrigeration, Cargo Hauling, [and] Ocean Going Vessels (section 95483(c)(5)).





� Public Hearing to Consider Proposed Amendments to the Low Carbon Fuel Standard Regulation and to the Regulation on the Commercialization of Alternative Diesel    Fuels Staff Report: Initial Statement of Reasons (March 6, 2018), p. III-96 (CARB LCFS ISOR)


� CARB LCFS ISOR, p. EX-5


� CARB LCFS ISOR, p. II-2


� CARB LCFS ISOR, p. III-14
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