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The Honorable Barbary Boxer, Chalrwoman

Senate Committes on Havironment and Public Works
56 Diksen Senate Office Budlding
Washington, .. 20510

,;;w

Dy Chatrworman Boxer:
on the Americs’ s Climate Seourity Act (S, 2191), We
v of the AVL-CHY s recommendiations,

amd to ouf roservations about the impact o
g letter identifies our specit

[ am wriling fo express z’i‘f'%«* A ‘%‘I‘«f S s vigw
recognize that the original di aﬂ <, 2191 responded to a numnit
However, the Subcommities } u;ﬂw two amendments tha
thig legista mm on industry v, and thelr contmumties.
the Wl and offers solutions ﬂme we believe will imprave it

o W

The AFL-CHO s on record in support of the bipartisan %i‘ﬂf?%‘i'"r-‘imlm‘%?}“ii%‘? chimpate b 8. 1766, We
have also openly and honestly participated o stakeholder 1;@“@%;@1% with the statl of Senators serman and
Warner regarding the mvd&pmsﬁ QE America’s Clix curity Act. Cur July 24, 2007 %ﬁ&%;m{}m before
the Environment and Public Works Commitlee, A ‘-%*zi:ém for Environmenial awd
Economic Progress,” identified our recommendati Htee’ s development of new
legislation We alse provided every member of the Commis a detailed writteit response to the
Lieberman- Warner cutline.

The AFL-CIO takes 1o beart the statement in 8, 2191 that this legislation should achieve its parpose
“while proserving m%m crowth in the United States coonomy and avoiding the impaosition of hz«rziq‘%ﬁﬁ o

United States of ;s: ‘a}m wmx th v

wzens.” The Bis inclusion of interpational Lmi;sugw Wil

npreciate the fact that the original drafl of 8. 2191 incorporated many of our investmeint
The 1‘1‘1&?1}&@5@ of bonus sHowances will promete early technology deploveent, and the

: ances will enable the jump-start of the R&D agenda, Most important, the original deaft
af §, 21 %‘fi ma@:if: critios i foryg term commitments to technology development and deployment with an
mvestment portfolle that includes zero or Eﬁw carbon eneryy fechnologics (renewables and appliances),

sellulostic-biomass fucls, an advanced coal and sequestzation program, and the advaneed technology vehicles

misnufackhiring ncentive program,

Unfortumnately, the lalter two preces of O 1 portfolio were sover *fx; undermimed by avte-
gf-‘*'%-&‘{f;:@ a;%:zfﬁ coalrelated amendments aiéﬁpmé Hy thie Subcomm Om November | the Bubcomminee
adopted an smendment by Sen. Sunders Timiting the advanced technology velivles manufacturing incentive

et vn




program To vehicles that get 35 miles p

eypes of coal that can be used inw sse gmendmenty an {:-i'}zzzzm g soduetive mﬂd amméikf upéxrm;rm

the technological transition this legislation 18 a u:.;cm}”faz.ng; wy achiove,

e

Furthermore, we feel that the legislntion falls short, in a number of other arcas, of providing an
pssured basie that ecomomic development and envionmental progress ean go hand-in-hand:

g

w  Anowerly ape
1% percent reduchion o
snticipated commercial availability of carbon capture amd storage

wegive Phase | emission reducion target. now increased from a 10 percend o a
enhouse gas emissions below 2005 levels by 2020, belore the
technalogios,

e An unequivocal commiment to ackieving a 70 percent national ernission reduction below
2605 levels by 2050, regardless of the degree of subsequent participation of mejor developing
nations like Ching and Indig in a global climate protection frameworiy

s The fatlure tw identifly “domestic coonomic development” ag a \ifé’*} : _is-;--‘
of the legislation, and the faflure 10 require that funding from this |
domestic nvestments for new sechnology and the creation of jobs
epnstruciion and exports.

m*m.t}'wd ction o

»  Theabsence of an effective safety valve price for carbon Hovide allowances, which will have
en adverse impact wpon invesimient decisions and consumer and industry pricing.

& The need for a restricted and ropulated market svarerm that does nat 8811 prey 1o predatory
trading practices, hoarding of allowances, and the creation of carbon billlenaires, which an
opett n’mz‘ et and unlbmited banking of allowances can lead 1o,

e The extent-of the use of international allowances combined with offsets, and the possibili
doubls divping with offsets by providing allowances for activities that would have been done
BIYWAY.
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dtmaﬁ gmimﬁ%ﬁm on energy effieiency mn{imtié& now incor ‘g%@m,egé i other E‘ﬂ ovigions m“ the
hilk, '

‘J&f"a":%@f}-iq ﬁm 12?‘»1} 1o %miﬁmﬁ Wﬁh Lﬁzzgrmh ’ii} aa&zzw n ﬁ‘i*cr‘?"} mobicy for the twenty-Hirst century

that wil re sitzationof our manufachuring bage,
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s the Senaie Commitiee on BEovironment and Public Werks
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Appendin: AFL-CIO Recommendations for America’s Climate Security Act

Adwanced Technology Vebicles Manufacturing lpcentive Program

ved Te

LU BOLBILYL

Az previously indicared, the AFL-CIO strongly suppotits | h thrust of the Adva
: E%f"i'iii:’%”ui":} » Jncentive Program created wnder 8. 2191, This program can be

¥ i aivanced technol oy x@&’*;m:& and thus to help our country make maior s
gmm?za:nm s oEn :i ong and our d ndence on forelgn oil, At the samme time, It can ensure that the
victes of the fumre are buill in this countyy, thereby creating tens of thousands of jobs for Americe
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1 FELIAZE 1) ‘E‘m i;m 44 :3 Ma%; 5}?@1,%@ b& 10 %‘swg% 10 d&nh %im AW mx under the
uli’i*“i ‘fi) *‘n’amm turers and components mpp tiers for re-gguipping or expanding a mang
i miz é,u:mm w:ﬁ é{fc%;nfﬁ@w *v%%{%m zmd COIpOnEnis, %i)%m iousl
Higs i ather couniries.
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i g}t fon and
&f“i%}@ﬁ{: b u;%ttcﬂ 5. Aowever,
a?iim %r’w‘ awn W i. e by ;hu& g

o ‘ sélers amnendment would {f"i"?l-.
any @W%@mﬁ* msélw %&n maw%’g Hing projgia. !‘&k g result
the progam b gehieving the sutvirolmnental goals,
workers.

It is also Important 1o note that the Sanders ame éam 1t ;iarec by ponflicts with the CAFE provisions that were
ayproved earlier this vear byihe Senate in the energy | i*sm:sz and that were supporied by vovironmen
groups. Those CAFE provisions speeiiied that m fleet of vehicles for the enfire indusiry must meet a 35
miles per gallon standard, not-that each and every ’am cl - meet this standard. Indeed, under the
reformied, attribute-based CAFT yystem &pﬁrum{% the Senate, ¥ owas expressly recognized that diflerent
sizes and types of vehivles would have wo-achieve different fuel economy levels, depending an their
particular attributes. Unfortnately, the © grd =rs pinendient departs from this appraach, and mstead Imposes
a rigid, one-size-fits-all mandate on all ve

fifer

Finalty, Sectlon 4405(c ;\s ¥ spocifics that the manufucluring Incentive program only 47
dnment placed in service before January 1, 2086, In our judgs e e o
specially since the CATE provisions previously approved by “%hz, \mm ¢ have a f
stretehing o 2029 and beyvond,

s Tongertime pmm,




Subcomarittes Amendment: Coal Preference

Weare convermed ;z‘;:*.@'“t the amendinent approved by the Subcommiviee concerning preferences for "low
rank” conls with 2 heat content less than 10,000 BT U/pound. There shouid be no distinction among coal
tynes inallowance allocations to electric penerating units, or the distribution of auction revenues as
incentives to promote clean coal twchnologies. This sets up a reglona preference for coal.

7§
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This was a majer flaw EPA's Clean Alr Mercury Rule, which awsrded extra allowances to low-rank
western Hanite and su %‘:m?mmm QL a":{;:»%s, despite a ;mmg}g body of evidence that conty i;ﬁ?ﬁé mercury from
these coals costs substantiall an from eastern bitarrinous coals. While there are minor differences in
the CO2 emissions of coals of different rank, CO2 emissions ean be a:;ﬁ‘pimwﬁ by a af&z‘iﬂ*i of emerging
control iechnotogies potentially applicable w all coal types ai both new and existing umi,

We believe thatall eoaly should compete forincentives on a lovel playing field without regional preferences
or exemptions. The bill should remain as originaily drafted. ‘

Timelnes aid Stapdards

~

{31’25}2 reductions (15 percent below 2005) compared

Cur most serious concern is the magnitude and tm]
to Bingaman-Specter (2006 level E%mﬁzzw s on the cesl fited power generation will come from
investments in mm@m@& : in existing facilities, new E{ CC {combined ovele technelogy thet s only
in the early developmental phase with a éa;snmsaizcaam? plant scheduled to be built in Ohio), and the
development of carbon sequesirationdechnology. Full development of these latiertechnologies will take a
decade, and deploviaent to scale will

e decades minre.

There i insulficient time (o develop and demonstrate CCUS technology at comnme
effpptdvely 5 vears from now in terms of corporate gz:mm”z g for investmenis. Meeting 2006 livels by 2020 s
a major reduction given 1 percent population growth an 42-3 percent GDP growth., The bill suggests tat the

anwmual reviews will allow adjustments of the targets, but experience with the Clean Alr Act does not support
this view,

reigl seale, 2000 1

Evonomic Development and Bomestic lavesiment

This legislation does have a dual purpo
legislation necds 1o make explicit the im
siratepy gnd its stated purpose of ervitg

and 1t 32 the intent of {‘mmrﬂ% to assure that {:&ﬁmewt dulim ﬁfﬁ*k@g&i“ﬁ Ersjz
g demnestic econermy. The legislation needs {o say so

d-'.nﬂ. e E-{}-‘**;I" ’E{“‘z 1'§“ "W‘ i

To fulfill its dusl purpose, this legistation needs to promote domestic invesiment 45 an eCOTHMIC

jwmx*;mcm atr :_gv f%za TONE ip i Réy 1o production and construction. The findings, purpose, and

The ( ~OnZFESS finds promipt and decisty
ented economic development on;:}c:mm;%




»  Purpose: “to accomplish
der \fams.ﬁ}pm@m, prodi

I that purpose by making chimate change investments in domestic sechnology
on, and constractien.”

e redit Corporation: “the financial resources of the vorpotation shafl be dedicated 10
'?Fﬁ!‘ﬁi‘iﬁ 5o s topssure that the nation derives the maxdimurn econonle development

¢ Chmate Che
cim‘nﬁéﬁi{ﬁz-ﬁﬁv :

¢ Climate Cheange Cre 1 igned to capture
inteilcotual property, encourage industey development, and o retain and creste new inbs in
produchion, construction and conservation ol energy

o Hidsting facilities and popul
manufacturing-related

gied areas shall be congidered a strategic privyit
vistments,

o FEnergy incentives and investments by the foderal government must nof encourage olf-shoring
of manufactring of the sal {3.‘? assets,

o The Clinwmte Change ii“'l”:;adi*{'-iﬁm:garﬂ‘%m will wposz 1o Congress ort a an nual basis about the
destiestic soonomic and environmendal impact of tts vestments.”

Salety Valies snd Market Dntervention

The AFL-CI0 supported the cost confrol mechardsm {the Technology Accelerator Payment) in the
raran-Specter bill because it provides ;}?gaiﬁg certainty for forg-term investroent decisions, assures &
modest effoct o imi mai i@(ﬁ%ﬁﬁia‘j{ f“ﬁ iees, d?ii: ave f%m s m;:& term. pm:

ks thot oo tead Lo Tael
pep ton that rises 5 perfeent a year
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C‘i 5% %;um undermmes 2%1 g 8
The % i empe W
(IWEIICES 1}8{} OF 1Ty st theeaten ecomon
1 that sel spot gn ipebis, Wih b

mage will elready heve been done. The i

¢
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determine wi
days f‘h{a @ +f
beefd us vahee and of real concern iven how this marke? s sir uciuzﬁtﬁl

Alowance borrowis
Yith a 510 cureent orice Lﬁ I
wenkd not be above §23 di: that 1

Cap and Trade and the Open Marker

iy

W rernain q,u:g; v tromibied with a simple market-only approach. Today the so-called market has et the

nm‘ia}z& in a housing crisis and the world capital markets s turmioll. The nation is still deabing with the I‘Z;%%{m"f
of Foren and the deregulation of the witlity fa}éﬁﬁm whieh will :mm any oo m&i mx‘zi«sngsn legistation ave
more diffleult to sdnrinizier, We Hiaﬁ*s;}é‘ﬁ"i u lmited mar me:‘ M.gsmwdaﬁh wy mechanigms that
a mafety valve to prevens any serfous jong-term damage to the economy : _:-m;.z‘i" wa cap and tade

w.




aystem is to move firms and utilities to change domestic behe avior, then we need 1o be sore this markst
mecharism does that,

The open and “unlimited trading” of a'%’i{m'amm means that anyone, not just frms that need to use them, can
buy allowances from a limited and declining pool. In addition, purchasers are a}%ua&. {o i:vms{ hase
allowances in perpetuity. This 1s not *"Ez{: stock market or a commaodities market, aor il i be wreated a
such. The open access to allowances, and the banking, of allowances, lend -’Lms};w?ww 3] ﬂm‘* ki ot
predatory and speculative wh 'zwf‘v thiat leads to hoarding and to the creation of carbon billtonaires,
woitid have 2 detiimental pro impact on the public and the utilities and energy-intensive industries.

o

¢

Imagine & scenarko in which 2 major nation with over a trillion dollars in scowmnulated i ade surphases decides
o create a carbon allowance shortage on the UL, ;uzﬁ"%’% *G z*aka onur domestic firms less competitive and
push them out of business, Orimagine 8 major hed frying 1o ””‘HIE{’E fm carbon market and (o exiract

valties from domoestic industry. b Hmited alle aoture & hmited sorton
o conteol. That i not the iment of thas leg
& The trading of aliowances should be regulated and should be done in such a way that ¥ assures that

aflowances that are sold ar vsed, T other words, market participarts should be himited to Hrms that
imtend 1o use the allowances. With s declining poel of sllowances, available prives will rise bt not
be artificially inflated by speculators.

¢ The hanking of allowance for an unlimited time ralse:
nredatory %::m? wvion that leads to price spikes and artificially elevated prices. Ifthe pointisto use
diminishing allowance svstem to effect real behavior change and to have a £ amwo ning market that
iy sets prices, then allowaneces need to have gy des actting by wineh they must be used or expire.

he same concerns abc'aﬁ' hoarding and

D fseds and Internationst Allvwanoes

We are eoncernud al of offsets mnd internutional allowenees; the ability 7o *’;‘&zxﬁegu T Hheir
5 d%mnam mgsmmgi ¥ m 1 e inte zrau%zf};en“g market; and ways by whish they conld undermime Li;a*"m_. :
tment in inde (*p&&lﬁ allows for up 1o 30 pereent of the annual allowances that & cover

internationally m%é‘mﬁ@d alfowances (15

IV

entity must sl 1o ’f}s“ conmprised of o

£

nereenty,

If the goal ol this legislation is to change the beh
eNCOUTHEE ihe dorgestic mvesiment necded to it
Oneoption {gto Imil thelr ug t

Ecxf GE @mmg{g power producers. and inf%!::fgi;:a'}f and 1o
Shnelogy, this could prove 1o be a roadblock
t-%s 2 BTN,

& in combination, ¢

The expanded oy waﬁrx,mrw whure allowances under 5. 2191 raise » broader guestion over poten a; Lmai fe
dipping with later ¢ tprovisions in the B i For example, Gregon and other states alrondy provide tax
meentives for tree planting. In addifion. the wood *g%im, eig industry 1% under mmiﬁ and %}z}ﬁm&&
to plamt trees vear round, Will the offset pr W’i- ¢
baoked by inceniives or exisiiz %:m%mn,f;@ 10y &z&m m”" 'ii“ i wihéy mmpam hm;- : m;ﬁwm:z eaH
firmn’ s required replanting of 2 logy gxii ares, mmiz:? they then claim offset crodite”

wints coukd be used to create
offsets that do not provide real value added $o the enviromment. Offsets should be the result of oreating

This simple example shows how existing fax incentives and business z’muimf%




e heen doe as g course-of business. The ability &0

within

A&hff&, i{?’i’ﬂ!’%"iﬁ.‘ﬁ a mneany %{-:« impos imz ofiker reg
international trading partners that have net taken :
the fanguage needs refine . impdementation can w

Howrgver,

ot

s
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The bilf should require the President to open nego
are in place f%mé the cap and trade i3 i operatios : I‘
implemented. This last step should be an administy

Chce the meulations
wd GeTion osn be
presidential waiver,

W T
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Ty addition

timetable and goals should be ged 15 the inten
than i was when the Kyvoto Accord was negods
. ,,Mifia;wm%g i?»f“ﬁ” %i ’E"hi,, « wzmmﬁw should i
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