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RE: Clean Energy's Comments in Response to April 05, 2019 LCFS Workshop 

Dear Mr. Duffy, 

Clean Energy appreciates the opportunity to submit comments in response to the proposed cost 
containment mechanisms presented by ARB Staff at the April 5, 2019 workshop. Clean Energy is 
the largest generator of LCFS credits for renewable natural gas (RNG) consumed as transportation 
fuel which has allowed us to take an active role in the LCFS credit market. Clean Energy monetizes 
LCFS credits generated to drive value and liquidity for the RNG supply chain inclusive of producers 
and end users. The value created through the LCFS market is instrumental in driving returns on 
low carbon fuel investments. Such investments are necessary to meet the recent Board approved 
GHG and carbon intensity reduction targets. Clean Energy is concerned that the proposed cost 
containment concepts could increase market volatility and potentially limit future investment in 
low carbon fuel assets. Furthermore, the proposed concepts are limited in scope to favor electric 
vehicle charging which is inconsistent with the performance-based fuel neutral foundation of the 
LCFS program. 

LCFS Market Condition-Prior to Staff Proposal 

For the past 12 months, the LCFS market has remained consistent and stable without much 
volatility. This is in stark contrast to the early years of the program when pricing was at all-time 
lows and market activity was minimal due to legal action and other regulatory intervention. 
Granted, LCFS prices have been trending higher recently but this is in reaction to the credit/deficit 
balance in the marketplace. Since Q4 2017, deficits have outpaced credit generation in every 
reporting period resulting in a draw down of the credit bank and an increase in credit pricing. Even 
though this trend has been observed for over a year, the market price for LCFS credits has not 
traded above the $200 per metric ton "soft cap". Staff's Illustrative Compliance Scenario, which 
was used to support the 20% carbon intensity reduction target by 2030 approved by the Board, 
forecasts the highest estimated price under any supply scenario to be $200 per metric ton. In fact, 

the average price forecast in Staff's Illustrative Compliance Scenario is well below $200 per metric 
ton and decreases significantly from 2020 to 2030. 
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Proposed Cost Containment Concepts-After Staff Proposal 

Given the current LCFS market condition and Staff's forecast for pricing to 2030, it seems 
premature to suggest additional cost containment concepts. Since the workshop email 
announcement was made on March 19, 2019, the LCFS credit price dropped 11% to a year-to-
date low of $176 per metric ton. It is important to note that this is the first time pricing has 
reached this level since September 5, 2018. In addition, since the announcement the market has 
been recording futures transactions for LCFS credits at lower than market pricing indicating that 
the LCFS credit market is in backwardation. Backwardation is rare in commodity markets and 
indicates bearish market sentiment due to non-market based occurrences. This Regulatory 
volatility is exactly what limits investment in low carbon fuel assets. Instead of sending bearish 
signals to the market, ARB Staff should propose concepts to strengthen investor confidence and 
encourage further development of low carbon fuels. 

Neither concept proposed by Staff encourages future production of low carbon fuel. First, as Staff 
themselves stated at the workshop, introducing a hard price cap stymies marginal innovation in 
low carbon fuel which is counterintuitive to the program's core objective. Second, advancing non-
metered residential EV credits is a strict departure from the performance-based fuel neutral 
foundation of the LCFS program. The directive of the LCFS is to reduce the carbon intensity of the 
fuels delivered in California through the realization of actual GHG reduction through a lifecycle 
analysis. Shifting the program to recognition of potential reduction not only limits the importance 
of investment in alternative fuels other than EVs, but it also negates the need to reduce 
meaningful GHG emissions today. 

Clean Energy Cost Containment Proposal: Institute a Price Floor 

Clean Energy supports the exploration of further cost containment strategies in the LCFS program 
to ensure consumer protection if and when they are required, but we believe that this can be 
achieved more efficiently and effectively through greater capital investment in low carbon fuel 
assets across the board. By doing so, the Air Board can help ensure the creation of an adequate 
supply of low carbon fuel to meet California's transportation needs. Further, increasing the supply 
of low carbon fuel to California is the primary goal of the LCFS program. The first step to driving 
significant investment throughout this sector is maintaining a stable and low risk LCFS market. 
Market certainty is a prerequisite for investment in low carbon fuel projects which has been the 
most significant hurdle for financing low carbon fuel projects. Instituting a price floor for LCFS 
credits will provide the added assurances necessary to finance low carbon fuel projects and 
increase the alternative fuel supply to California. The path to 2030 is aggressive but attainable 
with the right market conditions. Implementing a price floor in the next update of the LCFS 
program will send a strong bullish signal to the market and the forthcoming increase in real low 
carbon fuel supply will keep LCFS credit pricing manageable just as ARB Staff is forecasting in the 
Illustrative Compliance Scenario. 
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Conclusion 

Clean Energy appreciates Staff exploring cost containment mechanisms and when they might be 
needed in the LCFS program, but we urge Staff to consider the unintended consequences of any 
new proposed concepts that may not be generating real credits or focus on one pathway. 
Achieving the 2030 reduction target is going to require a significant influx of low carbon fuel 
supply across the board and therefore significant investment in all participating fuels in the LCFS 
market. Promoting investment and limiting market volatility must be a priority when developing 
any cost containment mechanism. Clean Energy stands ready to collaborate with Staff in 
addressing any cost containment issues raised by the Board or general LCFS stakeholders. 

Sincerely, 

Todd Campbell 
Vice President, Public Policy and Regulatory Affairs 
Clean Energy Fuels Corporation 
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