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Part1

Written Public Comments
To the Climate Change Policy Task Force

Received

February 2008 — December 2008



Auto Industry Opposes CA LEV For New Hampshire

The Alliance of Automobite Manufacturers —a trade association of ten car and light truck manufacturers including BMW
Group, Chrysler LLC, Ford Motor Company, General Motors, Mazda, Mercedes-Benz, Mitsubishi Motors, Porsche,
Toyota, and Volkswagen — strongly opposes the adoption of California’s Low Emission Vehicle {CA LEV) Program in New

Hampshire.

CA LEV is a California program designed by California legislators and regulators . if CA LEV were adopted here, New
Hampshire would be ceding its authority to a state that is vastly different and tying itself 1o all future regulatory changes

that California makes.
Divergent market trends, economic drivers, natural resources, and air quality concerns are just some of the things that
separate New Hampshire and California. Adoption of CA LEV will lead to repercussions in not only the automobile

industry, but in the agriculture, tourism, and forestry, construction, ethanol, and other industries as well.

Here are some specific reasons the Alliance believes CA LEV is the wrong public policy choice for New Hampshire:

Recent Developments

In December, the Energy Independence and Security Act of 2007 {EISA} was signed into law. This legislation’s
centerpiece was an unprecedented increase in Corporate Average Fuel Economy (CAFE) standards. EISA requires a
dramatic 40 percent increase in mileage standards by 2020 - the first major overhaul to CAFE requirements since 1975.
It will result in a 30 percent reduction in CO, emissions from individual vehicles by 2020. It also presents one of the
biggest challenges in the automobile industry’s history and will require automakers to continue creating, developing,
and introducing cutting-edge fuel efficient vehicles.

Not onty will EISA provide significant reductions in CO, emissions, it will also reduce our nation’s dependence on foreign
oit and increase the production of clean and alternative fuels. EISA is estimated to save 18 billion gallons of gasoline per
year by 2020, as compared to projected consumption levels - the equivalent of taking 30 millien cars off the road. In
addition, EISA will reduce oil consumption by 1.1 million barrels a day in 2020 compared to prejected consumption
levels and require that the United States produce 21 billion gallons of advanced biofuels.

in April 2008, the National Highway Traffic Safety Administration (NHTSA) responded to EISA with its proposal for
national fuel economy standards through 2015. This Notice of Proposed Rule Making (NPRM):
¢ increases fuel economy standards for passenger cars from the current standards of 27.5 mpg to 35.7 mpg
s increases fuel economy standards for light trucks from 23.5 mpg in 2010 to 28.6 mpg
e represents an annual 4.5 percent increase in fuel economy over a 5-year period
s far exceeds the 3.3 percent baseline proposed by Congress in EISA -
» already calls for a 25 percent increase in the national fuel economy average

NHTSA’s NPRM allows for a fair comparison of the federal and California standards through 2015.

2012 . 29.2
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2014* . 21.0

Combined fuel economy averages for the new light duty vehicle fleet — both passenger cars and light trucks.
*Federal program exceeds California standards

! california Air Resources Board, “Comparison of Greenhouse Gas Reductions for the United States and Canada Under U5, CAFE Standards and California, An
Enhanced Technical Assessment”, February 25, 2008 — Table 6: CA CO2-Equivalent Standards and Estimated Fuel Economy in Other States — page 10.
*rederat Register, Volume 73, No, 86, Friday, May 2, 2008, "Combined industry wide average fuel economy...”, page 24355,



b

In 2011, and then again in 2013 — 2015, the combined fuel economy averages for the new light duty vehicle fleet ~ both
passenger cars and light trucks — is higher under the federal proposal than it is under the California standards. The
proposed regulations will result in a 521 million metric ton reduction of carbon dioxide emissions, a savings of nearly 55
billion gallons of fuel; and over $100 billion in savings on the cost of fuel over the lifetime of vehicles covered by the
regulations. Any existing comparisons between EISA and CA LEV are null without the inclusion of these figures.

The 40 percent increase in fuel economy standards by 2020 set by Congress in EISA is just a baseline. EISA calls for
NHTSA to set standards through 2020 based on the maximum feasible technology available to auto manufacturers. As
previously stated, the initial standards set through 2015 aiready exceed the anticipated 3.3 percent annual increase
proposed by Congress. It is fully expected that the next series of proposed regulations through 2020 will take the federal
standard beyond the minimum 35 mpg industry-wide average set by EISA.

California Waiver Status from U.S. EPA

With the federal government’s adoption of the Energy Independence and Security Act of 2007, the EPA showed its
support for a strong nationat program by denying California’s request for a waiver to implement its own fuel economy
regulations (AB 1493} as part of the pre-existing CA LEV standards. This action prohibits California and ali other states
from implementing CA LEV's proposed fuel economy regulations. While this decision is being appealed by California and
several other states, current law does not allow for the implementation of AB 1493.

In the wake of the waiver denial, states that have adopted or plan to adopt the CA LEV program are only adopting a
smog and ozone forming emissions program that provides no environmental benefit above and beyond the existing
federal program. However, in adopting the CA LEV criteria-forming emissions standards, states are effectively ceding
their authority to California regulators.

EiSA applies a high standard to all 50 states that is good for both consumers and energy security. The auto industry
believes that states can also address the climate change issue - as it relates to the transportation sector — by
supplementing the federal government’s work through various policies, including incentivizing the purchase and use of
alternative fuel and advanced technology vehicles.

Facts About CA LEV
1. CALEV will result in product restrictions.

Automakers believe a national fuel economy standard is better than California’s proposed fuel economy
standards because the California program is too aggressive too soon for the time frame automakers need to
design and launch our vehicles. The federal program, while significantly challenging, provides the flexibility
automakers need to meet its rigorous fuel economy standards across the entire country. The California program
requires automakers to achieve its technically infeasible standards individually in each state that implements the
program, based on each state’s unique sales mix. The only cost-effective way to comply with the California
standards is to restrict the sale of specific vehicles. This means limited availability on the light trucks and SUVs
that New Hampshire residents favor. in addition, economists have predicted that consumers can expect to see
an average increase of at least $3,000 to the cost of new vehicles sold in the state under the CA LEV fuel
economy standards.

2. Significant reductions in vehicle choice will disproportionately impact New Hampshire because of its unique
market.
New Hampshire car buyers favor light trucks and SUVs, with a sales mix of approximately 53 percent trucks to 47
percent passenger cars. In comparison, California has a sales mix of approximately 49 percent trucks and 51
percent passenger cars. A national standard allows manufacturers to balance New Hampshire’s fleet mix, which
leans toward trucks, against states with fleet mixes like California, which leans toward passenger cars. The
California standards call for each state to conform to California’s designated fuel economy averages individually.
In order to comply in New Hampshire, automakers will likely rely on product restrictions. This will severely limit
the availability of light trucks and SUVs that New Hampshire residents buy.



" 3. Hampshire should not cede its regulatory authority to California.
As noted above, CA LEV is designed by California legislators and regulators — not New Hampshire policymakers.
One state should not cede its authority to another that is so vastly different and thereby tie itself to future
regulatory changes made on the other side ofithe country.

For more information on the industry’s opposition to the California Low Emission Vehicle Program, please contact the
Alliance’s representative in Concord, £d Dupont, at 603-228-3322. Extensive materials are available to support and
further explain all the issues outlined in this document.
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! california Air Resources Board, “Comparison of Greenhouse Gas Reductions for the United States and Canada Under UL.S. CAFE Standards and California, An
Enhanced Technical Assessment”, February 25, 2008 — Table 6: CA CO2-Equivalent Standards and Estimated Fuel Economy In Other States — page 10,
* Federat Register, Volume 73, No. 86, Friday, May 2, 2008, “Combined industry wide average fuel economy...”, page 24355.




In 2011, and then again in 2013 — 2015, the combined fuel economy averages for the new light duty vehicle fleet — bo.
passenger cars and light trucks — is higher under the federal proposal than it is under the California standards. The
proposed regulations will result in a 521 million metric ton reduction of carbon dioxide emissions, a savings of nearly 55
billion gallons of fuel; and over $100 billion in savings on the cost of fuel over the lifetime of vehicles covered by the
regulations, Any existing comparisons between EISA and CA LEV are null without the inclusion of these figures.

The 40 percent increase in fuel economy standards by 2020 set by Congress in EISA is just a baseline. EISA calls for
NHTSA to set standards through 2020 based on the maximum feasible technology available to auto manufacturers. As
previously stated, the initial standards set through 2015 already exceed the anticipated 3.3 percent annual increase
proposed by Congress. It is fully expected that the next series of proposed regulations through 2020 will take the federal
standard beyond the minimum 35 mpg industry-wide average set by EISA.

California Waiver Status from U.5. EPA

With the federal government’s adoption of the Energy Independence and Security Act of 2007, the EPA showed its
support for a strong national program by denying California’s request for a waiver to implement its own fuel economy
regulations (AB 1493) as part of the pre-existing CA LEV standards. This action prohibits California and all other states
from implementing CA LEV's proposed fuel economy regulations. While this decision is being appealed by California and
several other states, current law does not allow for the implementation of AB 1493.

In the wake of the waiver denial, states that have adopted or plan to adopt the CA LEV program are only adopting a
smog and ozone forming emissions program that provides no environmental benefit above and beyond the existing
federal program. However, in adopting the CA LEV criteria-forming emissions standards, states are effectively ceding
their authority to California regulators.

EISA applies a high standard to all 50 states that is good for both consumers and energy security. The auto industry
believes that states can also address the climate change issue — as it relates to the transportation sector — by
supplementing the federal government's work through various policies, including incentivizing the purchase and use of
alternative fuel and advanced technology vehicles.

Facts About CA LEV
1. CA LEV will result in product restrictions.

Automakers believe a national fuel economy standard is better than California’s proposed fuel economy
standards because the California program is too aggressive too soon for the time frame automakers need to
design and launch our vehicles. The federal program, while significantly challenging, provides the flexibility
automakers need to meet its rigorous fuel economy standards across the entire country. The California program
requires automakers to achieve its technically infeasible standards individually in each state that implements the
program, based on each state’s unigue sales mix. The only cost-effective way to comply with the California
standards is to restrict the sale of specific vehicles. This means limited availability on the light trucks and SUVs
that New Hampshire residents favor. In addition, economists have predicted that consumers can expect to see
an average increase of at least $3,000 to the cost of new vehicles sold in the state under the CA LEV fuel
economy standards.

2. Significant reductions in vehicle choice will disproportionately impact New Hampshire because of its unigue
market.
New Hampshire car buyers favor light trucks and SUVs, with a sales mix of approximately 53 percent trucks to 47
percent passenger cars. In comparison, California has a sales mix of approximately 49 percent trucks and 51
percent passenger cars. A national standard allows manufacturers to balance New Hampshire’s fleet mix, which
leans toward trucks, against states with fleet mixes like California, which leans toward passenger cars. The
California standards call for each state to conform to California’s designated fuel economy averages individually.
In order to comply in New Hampshire, automakers will likely rely on product restrictions. This will severely limit
the availability of light trucks and SUVs that New Hampshire residents buy.



+3.  Hampshire should not cede its regulatory authority to California.

' As noted above, CA LEV is designed by California legislators and regulators — not New Hampshire policymakers.
One state should not cede its authority to another that is so vastly different and thereby tie itself to future
regulatory changes made on the other side of the country.

For more information on the industry’s opposition to the California Low Emission Vehicle Program, please contact the
Alliance’s representative in Concord, Ed Dupont, at 603-228-3322. Exiensive materials are available to support and
further explain all the issues outlined in this document.



NH Dealers Oppose Mulii-Staie Fuel Economy Rules

The New Hampshire Automobile Dealers Association is a state based trade association made up of over 550
businesses, across the spectrum of the motor vehicle industry. We employ over 13,000 citizens and make up ' of the
states retail sales.

New Hampshire should not adopt the California tailpipe emission standards (Cal-Lev) and TLU Action 1.A.3 of the
Diraft Action Report for the Climste Change Policy Task Force for the following reasons:

The EPA has denied California’s waiver request to establish their own fuel economy/emission laws meaning that

adopting the Cal-Lev standard is currently legally forbidden

Strong federal action was taken just last December regarding failpipe emissions

©

&

CAFE standard increased by 40% to 35 MPG by 2020.

Proposed Federal vules set more aggressive target dates (o achieve Greenhouse Gas (GHG) reductions: Fleets
average 27.8 mpgz by 2011 and 31.6 by 2015. That's 35.7 mpg for passenger cars in 2015 and 28.6 mpg for
light trucks

This new law will reduce GHG by 30%.

Tailpipe or mobile CO, emissions are already closely regulated on the federal level uniike siationary sources
(which is why RGGI was necessary}.

A varied patchwork of state vs. federal regulations is not the most efficient approach to governance and
business.

Cal-Lev is a fleat based standard depending on the numbers of specific types of vehicles sold in that particular
state and itheir (ailpipe emissions of CO2. The only way to control COZ2 emissions from vehicles is by
increasing therr fuel efficicncy.

NH is already cleaning up its cars

&

OBID-II iaw has only been mandatory for 9 months and already over 60,000 vehicles (8%) have been rejecied.
Let the OBD-II rules work.

Wew cars are clean cars. Each year manufactorers are creating cleaner cars with higher MPG and fuel
efficiency.

Granite State Clean Car Program (stakeholders: NHADA, DES, DOT, AMC, Breathe NH) encourages people
to purchasce clean cars since 2003,

Fewer consumer choices, increased costs and market uncertainty

&

Diecreased vehicle choice and increased vehicle costs will harm businesses and residenis. This has happened
in other states. '

87% of people who purchased a pick-up truck in 2006 used the truck for hauling and 80% used the truck for
towing or trailering.

WNH already sells fewer trucks (53%) than Maine and Vermont (55%), both of which have adopted CAL-LEV.
Each state will need to determine whai vehicles can or can’t be sold cach year. This will increase budget costs
and dramatically affect what dealers can or cannot sell each year or month.

California’s standards are all or nothing, Onee the unelected board in California makes changes to the current rules,

WH must join in repardless of how detrimental fo NH.

@

=

Three lawsuits are currently pending regarding California’s attempt to adopt CO; standards because they
affect MPG standards, which ave pre-empted by federal law.
The NH DES admittedly siates that adopting CAL-LEV will create an increased work burden and costs at the

already siretched state government and regulatory agency level.
9/25/2008
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TeL. 802.831.1000
Fax. 802.763.2663

September 26, 2009

Mr. Christopher Skoglund

Energy and Transportation Analyst
Department of Environmental Services
Post Office Box 95

Concord, New Hampshire 03302

Re:  Climate Change Policy Task Force
“Energy Generation and Use” Working Group

Dear Mr. Skoglund:

I am pleased to have the opportunity to provide these comments on the section of the
draft Climate Change Action Plan entitled “Energy Generation and Use” (EGU). New
Hampshire’s energy policies are of the keenest interest to me, inasmuch as [ spent nine
years working on these issues in New Hampshire state government prior to joining the
Institute for Energy and the Environment at Vermont Law School in August.

Governor Lynch, Commissioner Burack, Senator Fuller Clark, Representative Kaen and
Representative Harvey deserve the highest praise for their leadership in committing New
Hampshire to public policies that meaningfully address climate change. The work of the
Task Force, as reflected in the draft reports in circulation, demonstrates that smart people
with real expertise and authority are likewise committed to taking practical steps that will
have demonstrable effects.

The draft EGU report is a particularly useful outline of initiatives that can quickly
achieve buy-in from utilities, environmentalists, consumer advocates and regulators. I
respectfully challenge the task force to test the upper limits of what those sectors are
willing to undertake in order to confront the greatest policy challenge of our lifetimes.

I. Paradigm Shift?

In particular, the Task Force should at least consider revising EGU Action 1.2 (Energy
Efficiency Procurement) to reflect a paradigm shift when it comes to reducing New
Hampshire’s energy consumption. Since the restructuring of New Hampshire’s electric
industry in 2001, the mainstay of energy efficiency efforts has been the so-called Core
programs offered by electric utilities and funded by the System Benefits Charge (SBC)
paid by customers. To a more modest extent, similar ratepayer-funded efforts have been



undertaken in the retail gas sector. As the task force is aware, these utility-provided
programs have been very successful.

Nevertheless, the work of the task force provides a fortuitous occasion for New
Hampshire to consider alternatives to utility-provided, statewide programs. One obvious
alternative is the highly successful approach that has been employed in Vermont, where a
freestanding energy efficiency utility is the recipient of all SBC funds and discharges the
responsibility to provide energy efficiency programs. This approach would have the
salutary effect of eliminating the problem identified in the EGU Action 1.1 (Revenue
Decoupling) section of the draft report, which concerns the obvious disincentive investor-
owned utilities have to undertake aggressive efforts that would reduce their retail sales.
Another idea, consistent with the market-based policies embedded in the Electric Industry
Restructuring Act (RSA 347-F), would be to use a bidding process to select one of the
incumbent utilities as the designated energy efficiency provider for all of New
Hampshire.

By no means should New Hampshire embrace change at that fundamental level without
rigorous study to determine its likely effects relative to the status quo. My point is
merely that now is a good time to undertake such an inquiry, rather than simply assuming
that existing structures, adopted at a time when the promotion of retail competition was
the chief policy goal, remain the best choice now that climate change has emerged as the
overriding concern for energy policymakers.

IL. Energy Efficiency Advisory Council

The advent of an Energy Efficiency Advisory Council (presumably, the Energy
Efficiency and Sustainable Energy Board created by House Bill 1561, enacted as Chapter
292 of the 2008 New Hampshire Laws) as contemplated in EGU Action 1.2 means there
would be an officially sanctioned forum for providing the electric utilities with public
input prior to their annual submission to the Public Utilities Commission (PUC) of their
energy cfficiency plans for the coming year. As noted during the deliberations on H.B.
1561, this is preferable to the current custom of having the utilities develop annual plans
on their own, subject to critique via a necessarily fast-paced contested case before the
PUC. But the Task Force should acknowledge that the effect of this reform will be to
complicate, rather than simplify, the program planning process for ratepayer-funded
efficiency programs.

I1i. Revenue Decoupling

The draft EGU report begins with an extensive discussion of revenue decoupling, noting
that a proceeding to consider this possibility has been pending at the PUC since May
2007. The report identifies the PUC’s docket as the appropriate method for
implementing such a program for New Hampshire’s electric utilities. The task force
should consider other implementation strategies, for two reasons.



First, although the PUC has a long tradition of so-called “generic” proceedings, it is not
clear that the Administrative Procedure Act (RSA 541-A) authorizes the PUC to adopt
generally applicable requirements (as opposed to making decisions applicable to
individual utilities or other entities) outside of the rulemaking process. Indeed, invoking
the rulemaking process to address revenue decoupling would have the salutary effects of
(1) almost certainly placing the question on a faster track than continuing to employ the
contested case mechanisms reflected in RSA 541-A:31 and Chapter 200 of the PUC’s
rules, (2) coditying detailed mechanisms that could be expeditiously applied to individual
utilities, possibly by agreement, and (3) involving legisiators in this important public
policy discussion, via review by the Joint Legislative Committee on Administrative
Rules.

An alternative, of course, is legislation instructing the PUC to decouple utility revenues
from utility sales, accompanied by an emphatic legislative finding that it is in the public
interest to re-couple utility revenues to the achievement of meaningful progress on
climate change in their service territories. For the reasons that follow, this would
optimally be part of a broader legislative initiative.

IV. Smart Metering and Demand-Side Management

As noted in the draft EGU report, revenue decoupling is merely a “neutral mechanism”
designed to assure that utilities are not penalized by efficiency-induced sales reductions.
Clearly, affirmative efforts are crucial, the efficiency programs discussed above
prominent among them.

Other affirmative efforts are also crucial. In particular, the Task Force should add to its
report a discussion of Smart Metering and Demand-Side Management (DSM) initiatives.
Without smart metering and rate design that peg customer bills to the incremental cost of
the next kilowatt-hour of power to be used, New Hampshire is opting not to avail itself of
powerful price signal tools. As the task force is well aware, it is at times of highest
demand that utilities are generally forced to tumn to the power sources that emit the most
greenhouse gases. As has recently been experienced in California, because technology is
raptdly advancing there are risks that a utility could bet customer revenues on the wrong
kind of smart meter. But this, in itself, is not a reason to eschew such a powerful tool
altogether. '

V. Carbon Capture and Sequestration

Recently the PUC concluded that it lacked the authority to review the decision by Public
Service Company of New Hampshire (PSNH) to invest nearly a half billion dollars on
adding new scrubbers to its coal-fired Merrimack Station in Bow to achieve significant
reductions of mercury emissions. Under New Hampshire law, this will have the effect of
guaranteeing to PSNH the recovery of this sum (as depreciation costs), plus a return on
that sum (through the utility’s allowed rate of return) from customers. Given the
resulting magnitude of recoverable stranded costs in the event PSNH were to close



Merrimack Station, New Hampshire has effectively committed to coal as a key element
in its power supply mix for decades to come.

In light of that determination, a responsible course of action is for New Hampshire to
consider carbon capture and sequestration (CCS) as a key element of its effort to address
the threat of climate change. There appears to be a consensus developing that CCS is
best addressed at the national level. To my knowledge, no one has identified New
England as a geologically appropriate region for sequestering carbon. But there is no
reason why New Hampshire, as the New England state that has arguably committed itself
most firmly to a future that includes coal power, should not be in the forefront of efforts
to explore both the feasibility and implementation of CCS. For an example of efforts to
that end, I invite the Task Force to acquaint itself with the CCS Regulatory Project
project being led by Carnegie Mellon University, with the participation of our Institute.
See <Wwww,CCSTEg.0rg>,

V1. Economic Development

My last suggestion to the Task Force is not to consider the challenge of addressing
climate change in a manner that is independent from the workings of the larger economy.
As Jane Jacobs pointed out in her 2000 book The Nature of Economies, human economic
~ activity and the functioning of the environment according to principles of ecology
ultimately converge. Thus, both the economy and the ecology of New Hampshire are
most likely to thrive if the state manages to maximize the extent to which it can minimize
imports of energy and other resources and then make maximum and diversified use of
such resources. For a discussion of import substitution and local ownership as a wealth-
maximizing alternative to globalism, see Michael H. Shuman, The Small-Mart
Revolution.

V1. Conclusion

Earlier this month, the California Public Utilities Commission issued a new Energy
Efficiency Strategic Plan that embraced three aggressive strategies for reducing
California’s use of energy:

(1) making all eligible low-income homes energy efficient by
2020, :

(2) reconfiguring the heating, ventilation and air conditioning
(HVAC) industry (because air conditioning loads account for more
than 30 percent of the state’s peak summertime demand, and
between 30 and 50 percent of new systems are not being properly
installed), and

(3) adopting a “zero net energy” standard for new residential
construction by 2020 and new commercial construction by 2030.



The “zero net energy” standard, which means that over the course of year a building
compliant with the standard contributes at least as much energy to the grid as it takes
from the grid, is a particularly noteworthy example of the kind of bold objective that
climate change demands. The HVAC initiative is an excellent example of an equally
vital flavor of effort — a less flashy, more intensely technical initiative that nevertheless is
likely to have a major impact on the state’s energy use. Obviously, differences in
climate, culture, scale and economy preclude New Hampshire from following
California’s lead wholesale, but I commend the California report to the task force as an
example of the kind of thinking the Task Force should undertake.

As the architect Daniel Hudson Burnham (1846-1912) famously urged: “Make no little
plans. They have no magic to stir men's [or women’s] blood and probably will not
themselves be realized.” This spirit, which led to the creation of the Flatiron Building in
New York, Union Station in Washington, the World’s Columbian Exhibition of 1892 in
Chicago, and the rebuilding of Chicago itself after the Great Fire of 1871 under the first
comprehensive plan for an American city, is precisely the kind of energy and vision that
climate change requires.

Please treat my comments as the result of a non-exhaustive review of the draft report of
the EGU Working Group, as opposed to any attempt to replicate or to second-guess the
many months of hard work that went into the document. T commend the Task Force for
its excellent and diligent work to date.

i

" Donald M. Kreis
Associate Director and Assistant Professor of Law
Institute for Energy and the Environment
Vermont Law School

dkreis@vermontlaw.edu
§02.831.1374 (direct line)
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