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Commission until the report is adopted. 

r 





ACKNOWLEDGMENTS 

P The authors wish to acknowledge the contributions to this report. The participation of the 
individuals listed was a key to the success of the endeavor: 

California Air Resources Board Mike Smith 
Najiba Sharif 

Gerhard Achtelik Laurie tenHope 
Analisa Bevan GiGi Tien 
Steve Brisby Malachi Wang-Gutierrez 

Ben Deal Peter Ward 
Bob Fletcher Lorraine White 

Susan L. Fischer Jerry Wiens 
Barbara Fry Gary Yowell 
Jose Gomez 

Narcisco Gonzalez 
Ben Hancock T U X  

Jeff Long 
Anil Prabhu Matt Hooks 

Michael Scheible Michael Jackson 
Dean Simeroth Jennifer Pont 

Charles Powars 
Jeff Rosenfeld 

P California Energy Commission Dan Rutherford 
Stefan Unnasch 

Gerald Bemis Larry Waterland 
Erin Bright 

Pierre duVair 
Jim Folkman 
Guido Franco 
Asish Gautarn 
David Hetzel 
Nick Janusch 
Thorn Kelly 

Kenneth Koyama 
Michael McCormack 

Philip Misemer 
Chuck Mizutani 
Michael Nyberg 

Jim Page 
Suzanne Phinney 

Patty Rinaldi 
Elizabeth Sandoval 
Gordon Schremp 

Georgetown University Law Center 

Matthew Porterfield 
Robert Stumberg 

University of Califomia, Berkeley 

Peter Berck 













































































































































emission reductions resulting from California's GHG emission standards for light-duty 
vehicles. 

Finally, it is clear from this analysis that technology alone will not be suffiaent to achieve 
the most aggressive GHG goal of meeting 80 percent of 1990 levels. Much work will be 
required of local agencies in developing ways of reducing VMT. Work is currently ongoing 
in a variety of communities to be smarter regarding land use and its effect on vehicle use 
and emissions. Portland, Seattle, and Sacramento have all either implemented or are 
implementing various land use strategies that will result in lower VMT. 

Figure 15 summarizes how the various examples and the various strategies compare to the 
goal of reducing transportation GHG emissions by 80 percent of 1990 levels. Clearly none of 
these altemative fuel examples comes close to achieving the transportation goal of 253 MMT 
reduced on their own. However, this figure also illustrates how the various strategies 
complement each other: efficiency, biofuels blends, new altemative fuels, and VMT 
reduction. It is possible that by aggressively implementing all four strategies, each could be 
potentially fulfilling one-quarter of the overall goal. Such a strategy would thereby spread 
the responsibility for GHG reductions among all areas of the transportation sector. The E-85 
FFV and hydrogen example is somewhat illustrative of such a breakdown. 

Figure 15: Comparison of GHG Reductions Possible By Strategy and 
Example. 

Source:TLU, LLC. 









































transportation, and bulk storage. For example, the most recent draft prohibits "disguised 
barriers" and requires domestic regulations to relate to the service, be based on objective 
criteria, be preestablished, be as simple as possible, and be under a single authority. Many 
of these rules create obligations for policy makers that neither the Constitution nor the 
Congress has imposed on state governments. 

Could Policy Options Conflict With Trade Rules? 
It is premature to identify potential legal conflicts between trade rules and policy options for 
transportation fuels, primarily because California officials have yet to select specific options. 
However, it is possible to flag important or controversial issues based on recent trade 
disputes or negotiations that are relevant to state policy makers. 

Four kinds of policies illustrate the broader range of options that Califomia agencies are 
analyzing. Comments about trade issues are organized in the sequence of questions that a 
WTO panel must answer in a trade dispute (see Figure 21), which are: (1) Is a measure 
covered by a trade agreement? (2) If so, is it consistent with trade rules (such as the 
prohibition on discrimination)? (3) If not, is there a general exception that might excuse the 
conflict? 

Figure 21 : Analysis of Consistency with Trade Agreements 
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Biofuel Production Subsidies 
Cash, tax, or in-kind incentives to produce ethanol or biodiesel in California are covered by 
the SCM Agreement and the AoA. 

Conflict with trade rules. If California were to subsidize production of biofuels in California, 
such a single state's subsidy would probably not be large enough to cause serious prejudice 
under the SCM Agreement. However, any WTO dispute using the SCM Agreement (serious 
prejudice) would likely aggregate all states and all federal subsidies to biofuels. Brazil has 
already filed a WTO dispute against U.S. crop subsidies under the AoA, and ethanol is 
presently classified as an agricultural commodity. Brazil has announced its opposition to 












