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Liane M. Randolph

Chair — Low Carbon Fuel Standard
California Air Resources Board
1001 I Street

Sacramento, CA 95814

Re: Proposed Amendments to the Low Carbon Fuel Standard
Dear Chair Randolph,

We appreciate the opportunity to provide feedback on the April 10, 2024 California Low Carbon
Fuel Standard (“LCFS”) Workshop and provide continued comments on the proposed amendments
contained in the “45-day Rulemaking Package”.

Fidelis New Energy, LLC (“Fidelis”) is an energy transition company driving decarbonization
through investments in renewable fuels, low-carbon intensity products, and carbon capture and
storage. Using proprietary technology and processes, Fidelis aims to develop, invest, and deliver
climate positive and carbon negative infrastructure to reach carbon reduction and climate positive
targets. Fidelis develops carbon negative sustainable aviation fuel, renewable diesel, renewable
naphtha, clean hydrogen, and clean fuel infrastructure, in addition to developing and operating
CO2 capture units, pipelines, sequestration wells, and related transportation and sequestration
infrastructure.

We applaud the California Air Resources Board’s efforts to pursue means of ensuring the
continued success of the LCFS. As covered in the April workshop, the California LCFS program
has been a monumental success displacing over 25 billion gallons of petroleum fuels, delivering
cleaner air through PM and NOX reductions, and driving billions in low-carbon investment.!

Our general comments on proposed changes to the April 10" Workshop and Rulemaking Package
are as follows:

e Fidelis supports a stringent initial stepdown in 2025 of 9% in the compliance
benchmark CI and the implementation of the Automatic Acceleration Mechanism
(“AAM”).

o Both the initial stepdown in 2025 and AAM are critical to address the current
overperformance of the program and support the necessary investments to meet the
long-term compliance targets and state goals.

o Fidelis Supports Adopting Intrastate Jet Fuel as Deficit Generator

! California Air Resources Board. “California Low Carbon Fuels Standard April Workshop Slides”, April 10, 2024.
ww?2.arb.ca.gov/sites/default/files/2024-04/LCFS%20April%20Workshop%20Slides.pdf
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In addition to the general comments above, Fidelis has specific comments regarding the
sustainability requirements for crop-based and forestry-based feedstocks as well as the definition
of biomass waste.

Fidelis recommends that CARB clarify the language under 895488.9.g.1.A to align with the
intent of establishing a transition timeline to the implementation of sustainability
requirements.

With regards to the sustainability requirements under 895488.9.g Sustainability Requirements for
Crop-Based and Forestry-Based Feedstocks, the current language is ambiguous with respect to the
January 1, 2028 transition date:

All crop-based and forestry-based feedstocks used for LCFS fuel pathways must meet the
following sustainability requirement:

(1) Maintain continuous third-party sustainability certification under an Executive
Officer approved certification system.

(A) All feedstocks at the point-of-origin must be certified by January 1, 2028.
Fuel gquantities reported under fuel pathways utilizing feedstocks not
certified by January 1, 2028 must be assigned the ULSD carbon intensity
found in Table 7-1 of the LCFS regulation.

The LCFS April Workshop makes it clear that the January 1, 2028, date is intended to enable a
transition period for the implementation of sustainability certifications in existing fuel pathways
as shown below.?

Figure 1. LCFS April Workshop Clarifies the Purpose of January 1, 2028, Date
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2 California Air Resources Board. (April 10, 2024) “California Low Carbon Fuels Standard April Workshop Slides”
ww?2.arb.ca.gov/sites/default/files/2024-04/L CFS%20April%20Workshop%20Slides.pdf
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The language proposed regulations should be updated to reflect that the intent of the January 1,
2028, date is the date by which the fuel quantities reported under fuel pathways must use
feedstocks with a recognized sustainable certification. This will clarify that after 2028 additional
feedstocks can undergo a recognized sustainability certification and would be eligible under the
LCFS once certification is complete. Without this clarification to the regulatory text, it is feasible
that this date may be inappropriately interpreted in the future.

In addition to the clarification of the crop-based and forestry-based feedstocks, Fidelis
recommends that the definition of eligible forestry residues under the proposed regulation is
broadened. Our prior comments on this are reproduced below:

Fidelis Supports Expanding Definitions for Acceptable Biomass Waste Feedstocks

It is critical for CARB to adopt a broader biomass definition in not only the most recent LCFS
legislative proposal, but all future policy rulings by the Agency. The proposed utilization of
arbitrary terms such as “unmerchantable” and certain “diameter sizes” for secondary material
unnecessarily limits the potential feedstock pool, in potentially counterfactual ways, ultimately
limiting the adoption of carbon neutral and negative technologies.

Furthermore, it is unreasonable to qualify material based upon diameter. This is out of alignment
with existing federal programs and would be a departure from industry norms. Tracking and
classifying material eligibility based on material diameter is not practical for companies to pursue
from an effort, in-field feasibility, and cost perspective. Anything that is deemed as incidental
material should be permissible as biomass feedstock, regardless of size. This would be inclusive
of larger diameter residues, sawmill residues, and other to-be-defined materials.

One telling example would be the application of woody biomass generated as debris resulting from
a natural disaster, such as a hurricane. In Louisiana, roughly 2 million tons of debris are generated
per parish due to hurricane damage. Material generated in this quantity, and this quality, are
generally destined to be landfilled as a means of disposal/use. From this perspective, the material
is truly “unmerchantable”. However, this hurricane debris - largely felled trees, large limbs and
branches, fibrous industrial debris such as wooden planks and sidings from buildings, etc.- would
then fall outside the identified diameter limitations currently proposed, limiting a positive
utilization option and further impairing the local environment. Based on the current proposed
biomass limitations, this hurricane debris would not be viewed as a usable feedstock, despite its
utilization in fuel/power production being a greener alternative than the material going to landfill
to decompose.

In Fidelis’ experience, a common point of concern amongst stakeholders is the availably and
longevity of biomass supply. Focusing narrowly on specific forestry residuals, such as fire
mitigation clearings, will restrict the longevity and sustainability of biomass management
industries, and pits various regions of the US against one another, rather than focusing on the
scientific benefits of biomass management in general. For the bioeconomy to flourish, all available
biomass opportunities must be accessible to producers for credit generation including management
actions necessary to maintain a healthy ecosystem, such as thinning. It is vital that the legislation
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considers the economic and environmental benefits of utilizing biomass uniquely to all regions
and not through a narrow consideration of biomass impacts specific to certain regions, such as fire
management areas. This is important because fire management and mitigation only applies as a
main driver for biomass in a few western states while it is not directly applicable for most of the
available biomass in the United States.

Louisiana is one of the most prolific managed forestry regions in the world, with roughly 290
million tons per year of pulpwood and forest residuals harvested every year across the entire
region. Pulpwood, sometimes referred to as “pre-commercial thinnings” or “secondary residuals”,
is a byproduct of prudent forestry management generated in to ensure healthy forest stands and
state, local, and private habitat management.

Though there are some market outlets for this material today, the utilization of forestry
management byproducts would not result in market distortion for these products. In fact, a market
for this material is necessary to continue supporting proper timberland forestry management
whereby the historical offtake demand for this material at pulp and papermills is significantly
receding. With the closure of the papermills, there currently exists few viable markets for low-
grade or waste timber in the Southeast, resulting in an increase of forest biomass thinnings left to
decay on the forest floor where it is converted into CO2 that is released into the atmosphere.
Without a healthy market for pulpwood and low-grade fiber in the area, forestry management on
hardwood stands would no longer be economically feasible, reducing the ability to properly
manage forests. This would result in unhealthy and low-quality timber stands that would take
decades to recover, in addition to unmanaged ecosystems that will impair local wildlife. Projects
participating in the LCFS program would provide a viable and sustainable market for low-grade
hardwood and softwood fiber. This in turn would allow foresters to effectively manage the region’s
forest resources. Effective forestry management practice results in positive environmental impacts
such as: increased carbon stocks stored in living large older trees and improved habitats for
endangered species.

Forestry suppliers would comply with operational integrity requirements, as many of these
documentation and planning practices are industry standard today. For example, in Louisiana, a
forestry management plan precedes harvests with the express purpose of supporting suspected and
known endangered species on the sites. In forestry managed areas, plans are reviewed by
biologists, academics, agency staff, and the public (in the case of state-owned land). All forestry
management operations are currently documented. This documentation covers all harvest and
thinning operations and includes property descriptions, dates of treatment(s), employed
contractors, current stand conditions, volumes, and future planned activities. Supporting the low-
grade wood market in the region allows forest managers to appropriately maintain forest stand
health as well as habitats of endangered species found on the managed properties.

Guided by a life-cycle emissions analysis approach, Fidelis recognizes the climate-positive
opportunity to utilize a wide variety of potential biomass sources, including pulpwood, as a
renewable fuel feedstock, providing an alternative use for byproduct materials.
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Fidelis Supports Scoping Feasible Traceability and Certifiability Procedures

Letters of attestation are an appropriate means of providing feedstock certification that aligns with
the 7 priorities identified by CARB in its recent LCFS proposal, as well as appropriately fitting
the maturity of the upstream biomass industry.

In terms of establishing a chain of custody for traceability purposes, bills of lading (“BOLs”) are
a tool used by multiple sectors today to trace material movements along their supply chains.
Whether it be forestry management materials, landfill diversion, ag residues, or other material
groups, BOLs provide a means of tracing the supply chain of custody for biomass to be used by
BECCS facilities from the point of origin to final user. As a legally binding document, BOLs
provide a complete description of shipments and parties involved, including:

e The quantity, value, and weight of the cargo.

e A complete description of items within the cargo, and its freight classification.

e The shipping and receiving parties as well as their signatures and the shipping date.
e Location of origin and destination

By tracking and documenting these components, BOL’s ensure that there is oversight from point
of origin to transport vehicle, to staging destination (if applicable) to end-user. In doing so, this
document creates a receipt for the products, and generates a traceable supply chain for BECCS
facilities.

Depending on the type of biomass material being utilized and the scale of the BECCS facility, the
length and structure of the supply chain will vary. BOL’s will allow these variances to be captured.
Two examples that help demonstrate this difference are:

e Residues sourced from a local mill and trucked to the BECCS facility.

o In the case of mill residues and chips, the point of origin would be the mill where
the materials were generated as a secondary waste in the milling process and loaded
for transit. It is at this point that the residues would become a secondary product
eligible as a feedstock for usage under CARB’s LCFS, as well as other programs,
given they are a waste stream and were not purposefully generated as a fuel or
feedstock.

o Asingle BOL would be generated in this instance: at the loading of materials onto
a truck at the local mill, to be delivered to the BECCS facility and signed by the
receiving personnel on site with specific details around the batch (volume, product,
quality, etc.).
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o Because these feedstocks are a processing residue resulting from the production of
primary materials such as finished lumber, furniture, pallets, barrels, etc., it is an
undue burden upon the mill owner to trace residues upstream of the facility.
Furthermore upstream actions were not intended for the utilization or consumption
of these residual fibers. Should these fibers not be utilized, mills would landfill the
product, leading to CO2 emissions in the decomposition process.

e Pulpwood, and other byproducts and residues, sourced from managed forestry stands.

o In the case of this example, this could include but would not be limited to: wood
fiber of low grade quality and various diameters, material falling within a pulp
classification, limbs/tops/slash/bark, or other low-grade material that would be
harvested, potentially in-woods chipped, and/or left on the forest floor.

o In the case of forestry management material, the point of origin would be where
this pulpwood and low-grade fiber would be collected, and potentially chipped, and
loaded into trucks at the timber stand where the material was harvested as part of
established forestry management practices and loaded for transit.

Tracking BOLs from point of origin to the end-user will enable the certifiability of the material
utilized for the benefit of BECCS facilities, increasing oversight and transparency across the
supply chain.

* * k% %

Thank you for the opportunity to submit these comments. We welcome the opportunity to meet
with the California Air Resources Board to discuss these issues in greater detail and to answer any
questions that you may have.

Respectfully submitted,

Fidelis New Energy, LLC



