ARB's AB 32 ScopingPlan

TheAB 32 ScopingPlanis adescriptionof the specificmeasure®ARB andothersmusttaketo
meetthe objectiveof AB 32: Reducestatewidegreenhousgasemissiongo 1990levelsby
2020("20201imit"). Thereductionmeasuregdentifiedin the ScopingPlanmustbe proposed,
reviewed,andadoptedasindividual regulationsby Januaryl, 2011,to becomeoperativeby
Januaryl, 2012.

A totalreductionof 174 million metrictons(MMT), or 30% comparedo businessasusual,is
necessaryo achievethe 2020limit. Themajorsource®f greenhousgasemissionghatmust
becutarethetransportatiorandelectricitysectorsaswell ashigh globalwarmingpotential
(GWP)products.

Accordingto the ScopingPlan,reductionsof approximate\ 140 MMT (~80%)will beachieved
throughidentified "regulatory"measuresOf theregulatorymeasuresnorethan54%of the
tonscomefrom four measure# thetransportatiorandelectricity sectors.

Theadditional34.4MMT (~20%)will beachievedhroughunspecifiedadditionalreductions
resultingfrom a"cap-and-tradetharket. Thesereductionsarealsoexpectedo comeprimarily
from thetransportatiorandelectricity sectors.

Thetop four regulatorymeasure# the ScopingPlanare:
1. Vehiclegreenhousgasstandards 31.7 MMT

These'Pavley"regulationsadoptedoy ARB pursuanto AB 1493(2002),applyto light-
duty vehiclessoldin Californiabeginningwith the 2009modelyear. Implementatiorof the
regulationdoy Californiaandat least13 otherstatesdepend®n awaiverfrom U.S. EPA
which wasdeniedin 2007,butis beingrevisitedby the ObamaAdministration.

2. Increasecenergyefficiency=26.3MMT

Californiahaslong beenaleadernn energyefficiency. This measurexpectamuchmore.
Most of thetonsareexpectedo comefrom additionalbuilding andapplianceefficiency,to
reduceelectricitydemandandnaturalgasuse. Thiswill requirefurtherimprovementsn
efficiencystandard$or bothnew and existingbuildings,aswell asappliancesplus
additionalspendingor rebatesandotherincentives.

3. 33%by 2020Renewable®ortfolio StandardRPS)= 21.3MMT

A 20% RPSwasenactedn 2002,althoughit is worth notingthatthe RPShasnotincreased
significantlyin thefive-plusyearssincethe RPSlaw wasimplemented.Renewablenergy
remainsabout12%of California'stotal electricity sales]argelybasedon powerplantsbuilt
in the1980's. ARB attributesapproximatelyoneMMT to eachpointincreasan the RPS.
Giventhelimited progresghusfar, significantchangesn policy andpracticewill be
necessaryo meetthis goal.



4. Low CarbonFuelStandardLCFS)=15MMT

The LCFSwasadoptedoy ARB in 2007asan earlyactionmeasurefollowing an Executive
Order,to achievea 10%reductionin the"carbonintensity"of gasolineanddieselfuel. It is

currentlyin implementationwith manyremainingquestionsabouthow it will actuallywork
asaregulation(e.g. howto measurehefull life-cycle greenhousgasemissionf afuel).

Additional cap-and-trade:

ARB proposedo achievethe additionalreductiong34.4MMT) necessaryo meetthe2020limit
througha cap-and-traderogramthatlinks with otherstategarticipatingin the WesternClimate
Initiative to createaregionalmarket. ARB'spledgedo ensureCalifornia’sprogrammeetsall
applicableAB 32 requirementsor market-basedompliancemechanisms.

! 38505. (k) "Market-basedompliancemechanism'meanseitherof thefollowing:

(1) A systemof market-basedecliningannualaggregatemissiondimitationsfor sourcesor categorie®f sources
thatemitgreenhousegases.

(2) Greenhousgasemissionexchangeshanking,credits,andothertransactionsgovernedoy rulesandprotocols
establishedby the stateboard thatresultin the samegreenhousgasemissionreduction,overthe sametime period,
asdirectcompliancewith agreenhousgasemissionimit or emissiornreductionmeasureadoptedy the stateboard
pursuanto this division.

38570. (a) Thestateboardmayincludein the regulationsadoptedoursuanto Section38562the useof market-
basedcompliancemechanismso complywith theregulations.

(b) Priorto theinclusionof any market-basedompliancemechanisnin theregulationsto the extentfeasibleand
in furtheranceof achievingthe statewidegreenhousgasemissiondimit, the stateboardshalldo all of the
following:

(1) Considetthe potentialfor direct,indirect,andcumulativeemissionmpactsfrom thesemechanismsncluding
localizedimpactsin communitieghatarealreadyadverselyimpactedoy air pollution.

(2) Designany market-basedompliancemechanisno preventanyincreasen the emissionf toxic air
contaminant®r criteriaair pollutants.

(3) Maximize additionalenvironmentahndeconomicbenefitsfor California,asappropriate.

(c) Thestateboardshalladoptregulationggoverninghow market-basedompliancemechanismsnaybe usedby
regulatedentitiessubjectto greenhousgasemissiorimits andmandatoryemissionreportingrequirements$o
achievecompliancewith their greenhousgasemissiongimits.



