
E&B 
NATURAL RESOURCES 

1600 Norris Road . Bakersfield, CA 93308 

August 16, 2019 

LCFSworkshop@arb.ca.gov 

Subject: Cost Containment Provisions LCFS CARB 

Dear Sir/Madam: 

We are writing to provide input on Board Resolution 18-34 related to potential rulemaking on the 
Credit Clearance Market and cost containment features of the LCFS program. E&B Natural Resources 
Management Corporation is a mid-size oil exploration and production company. Our core business is 
to produce and sell oil which we do not refine or process further. We are not an obligated party in 
the LCFS program. The produced oil is sold to California refiners who further process it into fuels and 
other co-products. 

Our interest in the LCFS program is related to the Innovative Crude Methods program which is 
designed to reduce carbon intensity at oil producing sites. To reduce the carbon intensity of the 
operations, we have begun to re-envision how fossil fuels and renewable energy are used as inputs 
to our operation. We are actively investing in and exploring projects with the objectives of reducing 
carbon emissions, including those lowering AB32 cap and trade obligations and/or creating LCFS 
credits. 

As background, last year, we announced two investments in solar PV. These projects are being 
developed under the innovative crude provision of the LCFS program. When evaluating these 
projects, the economics had enough certainty for our private enterprise to make this significant 
commitment and investment. The innovative crude pathway was an important consideration and we 
could project the number of LCFS credits with certainty. Although there is no floor price or 
guaranteed LCFS benefit, in this case, we assumed the business risk and relied on an internally 
developed, long term LCFS pricing forecast in the economics which allowed the project to move 
forward. We continue to explore innovative and new technology concepts. 

As communicated, CARB is establishing a Maximum Credit Price between entities no more than the 
CCM maximum price. We understand the rationale for a cap in the spot market to keep the program 
cost effective and affordable. 

As this plan develops, we require additional clarity on contracts and flexibility on pricing. Contracts 
are different from the spot market in that two parties work to create a mutually beneficial agreement. 
Both parties negotiate terms and pricing mechanics and payment structures can be complicated. 
Most importantly about contract arrangements is that they are executed voluntarily by each party. 
By contrast, the spot market is short term and has a market price. If a party is short of credits 
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unexpectedly, they have very few alternatives. We understand a cap in this case to be helpful in these 
cases. 

We intend to put in place long term contracts and need flexibility in LCFS pricing mechanics. Our 
company needs more flexibility in creating bilateral, long term, voluntary, private enterprise 
agreements. For example, a long-term arrangement could have a formula price as well as upfront 
capital payments. In this case, there could be a lack of certainty how upfront capital payments in a 
multi-year agreement are evaluated versus a regulatory cap. We wish to create robust contracts, and 
this could create an additional risk and a potential barrier to entering into agreements. 

While we understand some fuel producers who generate LCFS credits sell their LCFS credits in a legal 
bundle arrangement to refiners alongside their biofuels in one contract, that is not how our business 
model works. In our case, LCFS credits are a stand-alone product. This cap appears to give those 
biofuels companies who sell in bundle arrangements an advantage they have flexibility to adjust the 
fuel products to secure a higher return overall while adhering to the LCFS cap in the bundle 
arrangement. We do not have a bundled product offering and therefore are not on a level playing 
field. 

With the long run objective of reducing carbon intensity in the fuels supply chain, we request CARB 
consider allowing private, voluntarily executed, contracts of a longer-term nature to be exempt from 
the cost cap. This will allow companies to work out contractual details that best fit the needs of their 
enterprises and provide the best chance of success to the LCFS program and carbon intensity 
reduction. 

We appreciate the opportunity to participate in this process. Please contact me with any comments 
or questions at (424) 903-7257. 

Sincerely, 

for 

Amy Roth 
VP Regulatory Affairs 

E&B Natural Resources Management Corporation 
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