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e Global warming is the most urgent environmental problem of our time.
Environmental Defense believes that a strong global warming policy will deliver
substantial oil savings to improve energy security.

e Environmental Defense believes the discussion draft in its current form would
make it much more difficult to mitigate the dangers of climate change. We
oppose the draft based on four serious concerns:

0 It destroys California's ability to lead other states and the nation in
climate protection through its pathbreaking greenhouse gas (GHG)

standards for vehicles and fuels.

0 It restricts the Environmental Protection Agency's (EPA) authority to
regulate GHGs as air pollutants under the Clean Air Act (CAA), as
recently clarified by the U.S. Supreme Court in Massachusetts v. EPA.

0 It sets stringency levels for fuels and vehicles regulation that fall far short
of what is needed to ensure an appropriate sector contribution to climate
protection.

0 It may undermine the development of climate legislation that is truly
comprehensive and effective.

e Nonetheless, Environmental Defense believes the draft does offer helpful steps
toward a new paradigm for managing carbon from vehicles and fuels. The Low
Carbon Fuel Standard combined with the Vehicle Lifetime Carbon Emission
metric could be building blocks for integrating the sector into a comprehensive
climate policy.
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SUMMARY

Thank you, Mr. Chairman and members of the committee, for this opportunity to provide
comments on your committee's Discussion Draft on Alternative Fuels, Infrastructure, and Vehi-
cles as released on June 1. My name is John DeCicco and I am a senior fellow specializing in
automotive issues with Environmental Defense's National Climate Campaign. Environmental
Defense is a national nonprofit organization founded in 1967 that today represents more than
400,000 members. We link science, economics and law to create innovative, equitable and dura-
ble solutions to society's most urgent environmental problems.

Global warming is the most urgent environmental problem of our time. The goal of our
National Climate Campaign is comprehensive climate legislation that places a mandatory, de-
clining cap on greenhouse gas (GHG) emissions economy-wide, enacted during this Congress.
We have previously praised this Committee's commitment to leadership in enacting such legisla-
tion. We detailed our vision for it in our March 19, 2007 submission in response to the Commit-
tee's solicitation of input. And we have appreciated your pledge to "do no harm" to the Earth's

climate as Congress develops legislation under the mantle of energy security.

Contact: John DeCicco, Senior Fellow, Automotive Strategies, National Climate Campaign
Environmental Defense, 1875 Connecticut Avenue NW, Washington, DC 20009 www.environmentaldefense.org



Therefore, it is with deep regret that we state our staunch opposition to the discussion

draft that is the subject of today's hearing. Its fatal flaws include:

* Destructive provisions that remove California's ability to lead other states and the nation in

climate protection through its pathbreaking GHG standards for vehicles and fuels, and

* A regressive restriction of Environmental Protection Agency's authority to regulate green-
house gases as air pollutants under the Clean Air Act (CAA), as recently clarified by the U.S.

Supreme Court in Massachusetts v. EPA.

* Stringency levels for fuels and vehicles regulation that fall far short of what is needed to en-

sure an appropriate sector contribution to climate protection.

* Setting up weak and poorly enforceable programs for vehicles and fuels that will undermine

the development of climate legislation that is truly comprehensive and effective.

The draft does offer helpful steps toward a new paradigm for managing carbon from ve-
hicles and fuels; its low-carbon fuel standard and vehicle lifetime carbon emissions metric can be
building blocks for integrating the sector into a comprehensive climate policy. Nevertheless, its
overwhelming problems mean that Environmental Defense will vigorously oppose the draft in its

current form.



GUIDING PRINCIPLES

To help the committee understand our comments on the discussion draft, we will first briefly lay
out some principles that guide our analysis. The basis for these principles and more in-depth ex-
planations of Environmental Defense's recommendations for climate policy are given in our

March 19, 2007 submission to the Committee.’

Strong Climate Policy Equals Strong Energy Security Policy

One overarching principle pertains to the fact that strong, carbon-based vehicle and fuels
policies will deliver substantial oil savings. In fact, we believe that clear carbon targets will result
in more robust oil savings than policies justified solely under the banner of energy security and
lacking a rigorous framework for evaluating progress and keeping the policy on track. Carbon is
an ideal metric -- indeed, perhaps the most reliable and unambiguous measure -- for defining
policies that will yield large benefits for both the environment and energy security.

For the reasons elaborated below, this discussion draft risks harming the climate under a
rationale of improving energy security. Moreover, its weak framework and lack of market-based
measures cast doubt on how much it will actually enhance energy security. No harm will be done
to energy security -- in fact, energy security is likely to be far better achieved -- if this draft is set
aside and the committee turns its attention to developing comprehensive climate legislation fol-
lowing the principles articulated here. That is the course of action we at Environmental Defense

heartily recommend.



Principles for Effective Climate Policy

Environmental Defense is a member of the U.S. Climate Action Partnership (USCAP),’
a coalition of leading corporations and environmental groups that is advocating prompt enact-
ment of national legislation for mandatory, market-based reduction of U.S. GHG emissions over
the shortest period of time reasonably achievable. The USCAP Call For Action articulates a set of
principles that Environmental Defense fully endorses.

We highlight here the principle of environmental effectiveness: that climate protection
requires immediate action with policies stringent enough to achieve the necessary reductions
within timeframes that prevent an unacceptable level of GHG concentrations. USCAP recom-
mends a mandatory emissions reduction pathway, specifying the levels at which an economy-
wide GHG cap should be set with a range of short- to long-term targets. We advocate the more
stringent end of this range, with the targets shown in Table 1.

Another key principle is that of fairness. As full committee Chairman John Dingell has
stated, all sectors and industries must contribute to emissions reduction. Numerous considera-
tions go into assessing fairness, including the relative contributions of emitting sectors, equity

and environmental justice, cost-effectiveness, economic wherewithal, competitiveness and the

Table 1. The More Stringent Levels for an Economy-Wide Cap, from USCAP Call For Action
Year: Cap relative to current levels:
5 years from enactment 100%
10 years from enactment 90%
15 years from enactment 70%
2050 20%




co-benefits of reductions from a given sector (such as the substantial national security co-benefits
of transportation sector GHG reductions).

Environmental Defense believes that a useful starting point for defining an auto sector
contribution to meeting an economy-wide carbon cap is given by the Climate Protection Targets
developed below in Table 2, although we take care to point out that we in no way wish to pre-
judge Congress's ultimate role in deciding fair allocations. According to EPA's latest GHG in-
ventory report, transportation contributes 28% to total U.S. emissions on a direct basis.’ The
automobile sector (including cars and light trucks) is responsible for 60% of transportation emis-
sions, or roughly 17% of the economy-wide total. The actual impact of motor fuel use on GHG
emissions is greater, however, because upstream emissions add an additional 20% - 30% to the
direct emissions as given in the inventory. For that reason, fuel-fuel-cycle (FFC) accounting -- as
the discussion draft proposes for its low-carbon fuel standard -- is an appropriate way for esti-

mating sector targets. On a FFC basis, the U.S. auto sector emitted 434 million metric tons of

carbon (MMT¥¢) in 2005, compared to direct emissions of 327 MMTec as given in EPA's inven-
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tory.

Although we have not done an analysis for all transportation fuels, we analyzed the auto
sector, for which the discussion draft also provides the most specific regulatory targets. Using an
average emissions factor based on the GREET model,’ Table 2 gives limits for the auto sector
proportional to the more stringent USCAP targets from Table 1, along with the reductions nec-
essary to achieve these limits relative to a business-as-usual (BAU) projection through 2050." We
refer to these targets, given in the second to last row of Table 2, as our "Climate Protection Tar-

gets" for the sector.



Table 2. U.S. auto sector carbon emissions: business-as-usual (BAU) projection and Climate
Protection Targets proportional to the more stringent USCAP targets

(emissions values in MMTc*) 2005 2015 2020 2025 2050
BAU projection 434 502 551 605 849
USCAP percentage limits (stringent — lenient) 100% — 105%  90% — 100%  70% — 90% 20% — 40%
Auto sector Climate Protection Targets 434 390 304 87

*Million metric tons of carbon-equivalent greenhouse gases, evaluated here on a full fuel cycle basis.

A key point, as elaborated later in our comments, is that such targets could be applied to
derive vehicles and fuels regulations. These regulations could take the form of conventional mile-
per-gallon or GHG-per-mile emissions standards, or use the draft's concept of vehicle lifetime
carbon emissions, in conjunction with a strengthened low-carbon fuel standard.

Also pursuant to the broader principles of fairness and cost-effectiveness, it is important
for transportation policies to engage all actors in the sector: the vehicles industry, the fuels in-
dustries and consumers. We believe that practical considerations mean that the auto and fuels
industries are the appropriate points of regulation for a sector policy. This leads to the concept of
treating the vehicle and fuel as a system. Such an approach has served the country well in its suc-
cess with control of conventional air pollution. The committee's discussion draft takes a useful
step in this direction with its proposed carbon-based metrics for both vehicles and fuels.

Another critical lesson from the nation's successes on air quality -- which this committee
has been instrumental in leading through its development of the original Clean Air Act (CAA)
and the 1990 Amendments -- is the importance of California's leadership. Preserving such state
leadership is another bedrock principle that guides our assessment of proposed climate legislation.
This principle is shared by all leading environmental organizations in the United States, and as

we detail below, it represents the foremost reason that we staunchly oppose this draft.



WHY WE OPPOSE THIS DRAFT

Our opposition to the discussion draft is based on four serious concerns:

* its destructive provision to undermine California's leadership by taking away the state's abil-
ity to adopt GHG standards for vehicles and fuels;

* its limitation of EPA's authority to regulate GHGs as an air pollutant covered under the
CAA as recently clarified by the U.S. Supreme Court in Massachusetts v. EPA.

* stringency levels for fuels and vehicles regulation that fall far short of what is needed and, in
particular, fail to approach our recommended Climate Protection Targets.

* that by setting out a weak and poorly enforceable program for vehicles and fuels, the draft
undermines the development of comprehensive and truly effective climate legislation such as
this committee has professed it wishes to pursue.

Existing law, as confirmed by the Supreme Court, gives EPA substantial authority to
control GHGs from new vehicles and engines. Since 1970, the combination of EPA's federal
authority to clean up vehicles for conventional pollution and California's special authority to
press for more rapid advances has produced huge health and environmental benefits. Simply
maintaining existing law would allow EPA, California, and states adopting California standards
the ability to achieve similar great strides in reducing global warming pollution from vehicles and
tuels.

Yet this discussion draft proposes to overturn the Supreme Court's ruling and strip EPA
and the states of their ability to act under the Clean Air Act. Instead, the draft would restrict fu-

ture control authority to the Department of Transportation under a statute that does not even



provide for consideration of the need to reduce GHG emissions in determining "maximum fea-

sible fuel economy" levels. We elaborate below on these most damaging provisions of the draft.

This Discussion Draft Unacceptably Destroys State Leadership on Climate Protection and Re-
strict EPA's Authority to Regulate Greenhouse Gases

Our first critical concern is that this draft proposes to eviscerate California’s special au-
thority under section 209(b) of the Clean Air Act to adopt emission standards that qualify for a
waiver where those emission standards concern greenhouse gases. In other words, this would
foreclose EPA granting a waiver to California for its AB 1493 (Pavley) motor vehicle GHG
emission regulations that the California Air Resources Board (CARB) initially adopted in Sep-
tember 2004 and formally adopted in 2005.

This discussion draft would also proposes to limit EPA’s authority as specified in the U.S.
Supreme Court’s Commonwealth of Massachusetts v. EPA decision of April 2, 2007 to promulgate
motor vehicle GHG emission standards under section 202(a) of the CAA. Since these provisions
would devastate key public health and welfare provisions of the CAA, we strenuously oppose this
proposal.

Since the 1970’s, the Clean Air Act has recognized the special status that California as
the state that pioneered state motor vehicle emission regulations in the 1960’s. The California
Air Resources Board (CARB) has a reputation, indeed world-wide, reputation, as a highly pro-
tessional agency that has advanced the development of technologies and strategies for reducing
all major air pollutants. California’s emission standards have set the pace for the United States
and many other countries. Further, CARB has been a leader in the development of motor vehicle

emission standards with periodic amendments that the federal government gradually has adopted.



In September 2004, CARB adopted motor vehicle GHG emission standards under state
statutory authority AB 1493 (Pavley). Under the federal CAA, other states have the option of
adopting the California standards. To date, eleven other states have adopted the California crite-
ria pollutant and GHG standards, and several others are considering adoption. This GHG regu-
lation is an important part of California’s comprehensive initiative under AB 32, its Global
Warming Solutions Act of 2006, to reduce GHG emissions from all State sources. Pursuant to
AB 32 and an Executive Order of Governor Schwarzenegger, CARB is now in the process of
developing a low carbon fuel standard, embarking on an essential extension of its proven vehicle
and fuel pollution control strategies to address the new challenge of climate protection.

Under its motor vehicle GHG emission regulations, auto manufacturers can come into
compliance with the regulation’s GHG standards not only by improving powertrain efficiency,
but also by producing vehicles that use low-carbon fuels. Thus, biofuels, for example, that are
produced with low or negative net carbon emissions due to plant growth absorption of atmos-
pheric carbon, or electricity that is generated with low carbon inputs, such as wind and solar
power, provide alternative compliance strategies for auto makers.

That these California initiatives are powerful tools in encouraging automaker and fuel
provider innovations should be evident. Indeed, a perusal of the committee's discussion draft in-
dicates how much we have all learned from the actions that California has been taking under AB
1493 and 32 over the last five years. Certainly, it is essential to have national legislation that
promotes low carbon fuel research, fosters production and use of low carbon fuels where carbon
intensity is assessed on a full fuel cycle basis and removes obstacles to expansion of low carbon

tuel infrastructure. However, such legislation can and should move forward without eviscerating



the authority of the nation’s premier state vehicle emission reduction laboratory that has done so
much historically to foster development of low emission technologies and is now doing so much
to reduce motor vehicle GHG emissions on a full fuel cycle basis.

Further, by eliminating California’s authority under section 209(b) to adopt motor vehi-
cle GHG emission standards, the draft would constrain California’s ability to provide leadership,
not only for that state, but for other states that then have the option of adopting that program as
well as for other countries that look to CARB for regulatory wisdom, and not only today, but
tomorrow and in future decades. Preserving California's leadership in this regard is an important
way that U.S. policy can account for the global dimension's of climate change.

Section 209(b) of the CAA establishes California as a unique state laboratory in our fed-
eralist system to devise technologically advanced motor vehicle emission programs that will bene-
fit public health and the environment. California is now serving the country well as it moves for-
ward with its GHG regulations for vehicles and fuels. Federal agencies responsible for develop-
ing motor vehicle standards relating to GHG emissions can only benefit from the California ex-
perience. Auto makers have challenged the California GHG regulations in federal court in Cali-
tornia and Vermont, one of the states that has adopted the California program. A federal court
trial of the GHG regulations in Vermont has just been completed with post-trial briefs now in
preparation. Auto manufacturers are having their day in court to contest these regulations. They
are also aggressively urging EPA not to grant California a section 209(b) waiver. This is their
right. However, the Congress should not eviscerate California’s authority to move forward with a
state-based motor vehicle GHG emissions reduction program just as it is engaged in a crucial

undertaking to address the country’s status as the largest emitter of GHGs in the world at a time
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when the International Panel on Climate Change has achieved a scientific consensus on the in-

creasing role of anthropogenic GHG emissions in global warming.

This Draft Falls Short of What Is Needed to Limit GHG Emissions from Vehicles and Fuels

As given above in Table 2, a concerted effort must be made to limit GHG emissions
from vehicles and fuels in order for the sector to make an appropriate contribution to climate
protection. We have examined the discussion draft's proposed regulations for Alternative Fuels
Standards (AFYS), its Low-Carbon Fuel Standards (LCFS), its Corporate Average Fuel Econ-
omy (CAFE) standards, and its Vehicle Lifecycle Carbon Emissions (VLCE) reporting re-
quirements. These critical components of the draft do provide measurable results for reducing
GHG emissions. However, as we elaborate in this section, the draft falls far short of the Climate

Protection Targets we articulate above.

Analysis of the draft's LCFS

The LCEFS is a crucial building block for effective climate policy, and we welcome inclu-
sion of an LCFS in the discussion draft even though its levels need to be stronger. Similarly, the
VLCE metric can serve as a useful building block for a stronger policy framework that could
regulate vehicles and fuels together as a system, with stringency levels derived so as to ensure sec-
tor targets consistent with a strong economy-wide climate protection program.

The draft develops its LCFS, specified as an annual average fuel carbon intensity stan-
dard, based on its AFS requirements for increasing volumes of qualifying alternative fuels, ramp-
ing up to 35 billion gallons by 2025 [§211(t)(3)(A)], plus assumptions about the carbon intensity
of the alternative fuel pool [§712(b)(2)]. The results of our preliminary analysis of how these re-

quirements translate to net carbon intensity of the motor fuel pool are given here in Table 3.
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Table 3.  Preliminary estimates of overall motor fuel pool carbon intensity implied by the
Discussion Draft*
Year Gasoline demand | AFSrequirement | Alternative fuel Residual gaso- Overall car-
(billion gallyr) carbon intensity line demand bon intensity
(vs. gasoline) (billion gallyr) reduction

2013 221.7 14 0.74 208 1.6%
2014 225.2 15 0.72 210 1.9%
2015 228.6 16 0.69 213 2.1%
2016 232.2 17 0.68 215 2.4%
2017 235.8 18 0.66 218 2.6%
2018 239.5 19 0.64 221 2.8%
2019 243.0 20 0.63 223 3.0%
2020 246.8 21 0.62 226 3.3%
2021 250.7 23 0.60 228 3.7%
2022 254.4 26 0.57 228 4.4%
2023 2584 29 0.55 229 5.0%
2024 262.4 32 0.53 230 5.7%
2025 266.3 35 0.52 231 6.3%

*Derived from EIA Annual Energy Outlook 2007 projections for light vehicle fuel only, assuming light vehicle fuel accounts for
68% of all motor vehicle and non-road fuel. Because these preliminary calculations assume volumetric (rather than energy-
equivalent) substitution, net carbon intensity reductions will be lower if significant portions of the alternative fuel are ethanol (as
opposed to, say, renewable diesel, which has greater rather than lower energy density vs. gasoline).

These estimates show that the draft will result in a 3.3% reduction in average fuel carbon
intensity by 2020. This is but one-third of the level targeted by California's proposed LCFS for
that year. By 2025, this draft's LCFS implies a 6.3% reduction in average fuel carbon intensity,
and an extrapolation of its requirements (without additional carbon-based stringency require-
ments) suggests little additional reduction in average fuel carbon intensity by 2050. A much
greater degree of fuel decarbonization in both near- and long-term is needed to meet sector Cli-
mate Protection Targets such as those we identify above in Table 2. Moreover, although we em-
phasize the need to protect the climate, we believe the draft's targets also fall far short of what
can be done to enhance energy security, the ostensible goal of this draft.

In addition to the weakness of the draft’s proposed LCFS levels, we raise a deeper ques-
tion about how the levels are determined. The draft misses an important opportunity to ensure

that the level of carbon intensity reductions sought from transportation fuels reflect what society
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actually needs. Instead of tying the LCFS to today's necessarily limited determinations of feasi-
bility, as driven in turn by the AFS provisions, the standards should be established based on the
need to reduce emissions from the sector overall reflecting an appropriate balance of obligation

between the fuels and vehicles industries.

Analysis of the draft's CAFE standards plus LCFS

The draft specifies CAFE standards reaching 36 mpg for cars by 2022 and 30 mpg for
light trucks by 2025. These targets represent rough extensions, with application to cars, of the
very limited degrees of fuel economy improvement recently required by the Bush Administra-
tion's recent light truck CAFE rules. Giving NHTSA the authority to restructure automobile
standards based on attributes is helpful for improving the competitive fairness of the standards
among automakers. Such a structure, however, along with the draft's provisions that would en-
able setting standards lower than the draft's targets, result in little confidence that even these
weak levels will be attained.

Figure 1 (at end of this document) illustrates our estimates of the draft's impact on auto
sector carbon emissions, shown in comparison to a business-as-usual (BAU) projection and the
range of sector emissions limits proportional to the USCAP economy-wide targets given in Ta-
ble 1. In this analysis, we assume that no further increases in LCFS or CAFE stringency are
made after the latest targets given by the draft. As shown in the figure, the targets given in the
discussion draft slow the growth in auto sector GHG emissions, with a temporary pause in
growth over roughly 2020-25 at a level 12% higher than the current level. But these reductions

amount to less than 40% of the reductions needed to be on track to meet the USCAP-based
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Climate Protection Target for the sector in 2025. And they clearly fall far short of what is
needed to put the sector on a path to deep reductions by mid-century.

Figure 2 shows the overall full-fuel-cycle GHG reductions we estimate for the discussion
draft. It breaks down reductions by contribution from higher CAFE standards and contribution
from the LCFS over the auto sector (light duty vehicle) motor fuels, and shows the additional
reductions from the LCFS over other vehicles (non-light-duty and non-road). In 2015, about
60% of the total auto sector reduction of 18 MMTec is attributable to the LCFS. As the vehicle
stock turns over and more efficient vehicles replace older ones, the portion attributable to the
CAFE standards increases, and from 2030-2050 represents about 75% of the reductions, which
reach 135 MMT¢ by 2030 and 200 MMTc by 2050. Because the discussion draft does not spec-
ify efficiency improvement requirements for non-light-duty vehicles, this latter portion of reduc-

tions is relatively small, reaching just under 14 MMTec by 2050.

This Draft Risks Undermining the Development of Comprehensive Climate Legislation

This draft could make it harder to build consensus later for an effective economy-wide
carbon cap because it might set up expectations among other industries that they too should bear
little of the burden of reducing emissions. Alternatively, other industries might come to fear that
they would be saddled with a greater proportion of the burden, making the politics of building
consensus that much harder. Thus, if this draft were to go into law, it could make it more diffi-
cult for Congress to enact the kind of comprehensive climate legislation that the committee's
leadership has stated that it wishes to pursue.

Moreover, because its key provisions would lock in weak measures for a critical, nearly

twenty-year period -- a period when strong and clear policy is absolutely essential for putting the
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United States on a path to avoiding dangerous climate change -- enactment of the draft's pro-
posals would make it much more difficult to manage the dangers of global warming. This is an-

other way the discussion draft appears to fail the "do no harm" test with respect to climate policy.

Enforceability Considerations

Existing vehicle and fuels standards under the CAA are backed by strong certification,
auditing and enforcement procedures. This draft's enforcement procedures are lacking by com-
parison. Of course, without a clearly defined environmental outcome metric (such as carbon), it
is difficult to specify robust procedures for ensuring that a policy achieves its stated goals.

Certification, auditing and enforcement procedures of comparable quality to those that
now cover fuels under the CAA will need to be developed for the LCFS. The evaluations, how-
ever, must go beyond fuel properties, since lifecycle assessment is needed to fully characterize a
tuel's GHG impact. Fuels must have certified lifecycle GHG impact numbers for detailed, veri-
fiable, tracking of fuel carbon intensity. This can be accomplished with an enhanced Identifica-
tion Number system that builds upon what EPA is developing for the renewable fuel standard.

Any LCFS needs to take into account the environmental implications of the full life cycle
of fuel production and be implemented in a way that avoids increasing conventional air pollution.
Our current judgment is that in addition to climate change, issues related to land conversion,
land management, and water impacts can, and should, be addressed through the metric of carbon.

The discussion draft does not cover aviation fuels. Air travel is rapidly growing and while
aircraft efficiency has been increasing steadily, it does not come close to offsetting growth in
GHG emissions, let alone limiting aviation emissions to appropriately safe levels. Although

broader issues need to be addressed for incorporating aviation into under economy-wide carbon
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cap, there is no doubt that the carbon intensity of aviation fuel will need to be reduced, and so
the LCFS should be expanded to cover it.

Finally, fuel certifications under an LCFS must be based on actual operations, not mod-
eling assumptions or plans regarding fuel production, and must be subject to high standards of
monitoring and evaluation. Further analysis and development is needed for appropriate authoriz-
ing provisions to ensure that EPA has the requirements and authority it needs to administer an
effective LCFS. Environmental Defense will be happy to provide additional advice to the com-

mittee in this regard.

CONSTRUCTIVE ELEMENTS OF THE DISCUSSION DRAFT

Although, for the reasons stated, Environmental Defense will vigorously oppose this discussion
draft in its current form, the draft does have constructive elements that can become building
blocks for handling vehicles and fuels as part of comprehensive climate policy. The Low Carbon
Fuel Standard (LCFS) combined with the Vehicle Lifetime Carbon Emissions (VLCE) metric
can be combined to establish a carbon management framework that, properly administered,
could guide the sector toward achieving deep GHG reductions. Moreover, using such a carbon-
based framework to transform the sector will yield far greater reductions in petroleum depend-
ence, and thereby do much more to enhance America's energy security, than the weak and poorly

enforceable vehicles and fuels standards proposed in the discussion draft.

The LCFS is a Crucial Tool for Decarbonizing Transportation Fuels

There is no doubt that "decarbonization" -- progressively reducing the full-fuel-cycle

GHG emissions impact -- of motor fuels is essential for climate stabilization. For example, look-
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ing at the likely doubling of VMT growth expected by mid-century along with even aggressive
vehicle efficiency and advanced powertrain improvements,” we estimate that it will be necessary
to have nationwide average motor fuel carbon intensity of roughly 25% of what it is today.
Performance-based policy is a market-based approach that sets enforceable, fuel-neutral
milestones for both the near- and long-term, ensuring steady progress toward quantifiable targets
that are needed to meet a carbon cap. The LCFS provisions in the discussion draft are therefore
a step in the right direction. A LCFS is now under development in California, and Congress
should follow that state's leadership in extending this essential policy tool nationwide, while at
the same time preserving California's ability to lead with standards that are promulgated earlier

and more stringently than corresponding Federal standards.

VLCE is a Valuable Metric for Ensuring Progress

The Vehicle Lifetime Carbon Emissions (VLCE) metric proposed in the draft, if prop-
erly designed and applied, could become another building block for effective climate policy. This
metric integrates vehicle efficiency and alternative fuel use capability with the LCFS, thereby
creating a mechanism for treating the vehicle and fuel as a system. Thus, the VLCE can be used
to derive regulatory targets for both vehicles and fuels consistent with a necessary Climate Pro-
tection Target for the sector such as that which we give in Table 2.

The discussion draft specifies VLCE as only a reporting requirement. The concept, how-
ever, is potentially much more powerful than that, and can be developed into as a tool for admin-

istering performance-based regulatory policies for vehicles and fuels.
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Administering Vehicles and Fuels Standards under an Economy-Wide Carbon Cap

As drafted, this draft hints at a future paradigm for handling both climate and energy
impacts of America's transportation system more effectively than they have been handled to date.
Unfortunately, the draft's core provisions retain existing energy policy paradigms which fail to
create a long-term market signal under which promising new fuels can thrive. It is time to move
beyond conventional approaches based on alternative fuels mandates and subsidies, and beyond
setting standards based on technical considerations without regard to environmental need.

The LCEFS is an ideal tool for moving forward in this regard if its levels were to be in line
with transportation fuels sector carbon targets that are in turn derived from an economy-wide
carbon cap. Such a standard would do much more to build a long-term business case and stimu-
late investments in low-carbon renewable fuels than arbitrary targets such as the 35 billion gallon
AFS targeted for 2017 in the President's "20 in 10" proposal or targeted for 2025 by this draft.
An LCFS, set to tighten in line with a declining economy-wide carbon cap and appropriate allo-
cations of reduction requirements to the sector, would create a durable value basis for new fuels
that fosters a robust market and transcends the price volatility of oil.

Performance-based regulation, evaluated using a carbon metric, can similarly be used to
spur a transformation to more efficient, low-carbon vehicle technologies. Taken together -- that
is, treating the vehicle and fuel as a system -- and administering the sector policy so as to meet a
fair allocation under a declining economy-wide cap, the result would be a robust carbon man-
agement framework for vehicles and fuels that both protects the climate and enhances energy

security.
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Figure 1. U.S. auto sector GHG emissions with Discussion Draft targets, in comparison to
business-as-usual (BAU) projection and targets proportional to USCAP
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ENDNOTES

See "Toward a Fair and Effective Climate Policy for the United States," Environmental Defense response to the U.S. House
of Representatives Committee on Energy and Commerce and Subcommittee on Energy and Air Quality, March 19, 2007.

See www.us-cap.org.

* U.S. EPA (2007), Inventory of U.S. Greenhouse Gas Emissions and Sinks: 1990-2005.

Note that we are using carbon (C) rather than CO, mass basis numbers here; the corresponding CO,-equivalent numbers
would be higher by a factor of 44/12 (3.667).

GREET is the DOE-sponsored fuel cycle analysis model developed at Argonne National Laboratory; see
http://www.transportation.anl.gov/software/ GREET/index.html.

The business-as-usual projection is based on DOE's 2007 Annual Energy Outlook, extended through 2050 by applying VMT
growth rates from DOE's VISION model. This BAU projection assumes little change in vehicles and fuels and so is mainly
driven by growth in VMT, which is expected to increase at an average rate of 1.8%/yr 2005-2030 and 1.6%/yr 2005-2050. In
other words, without new policies to restrain growth in automobile travel demand, VMT in 2050 is projected to be 2.1 times
the 2005 level.

For "aggressive vehicle efficiency and powertrain improvements," we assume steady progress toward reducing average vehicle
energy use per mile by a factor of three, corresponding to achievement by mid-century of fleetwide vehicle technologies similar
to those demonstrated by the PNGV program's goal of tripled fuel economy.
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