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Disclaimer 

This document is intended to serve as the basis for further discussion with interested 
stakeholders. It was developed by the LCFS Steering Committee based on discussion 
among participating northeast and mid-Atlantic states as they deliberate on a possible 
program framework for the regional LCFS. Suggestions on some of the program 
elements contained in this document reflect input from a wide array of stakeholders. This 
draft document describes how key components of a regional LCFS might be treated and 
provides an example of how the various program elements might come together as a 
comprehensive program framework. The content does not reflect a consensus position of 
the participating states and is not intended to limit on-going discussions of program 
options or preclude new options from being considered.  
 
This document is not intended for distribution beyond the participating agencies and 
should not be cited or quoted. 

 
1. Reduction target(s) and schedule 

The program would establish a reduction target of five to fifteen percent in the 
carbon intensity (CI) of transportation fuels used in the 11-state Northeast/Mid-
Atlantic LCFS Region (hereinafter, “region”) over a ten to fifteen year period. 
Carbon intensity is defined as the amount of greenhouse gases (GHGs) released 
throughout a fuel’s full lifecycle, per unit of delivered fuel energy. These 
reductions would be relative to fixed reference CI values for gasoline and diesel. 
The reduction requirements might be back-loaded to provide time for fuel and 
infrastructure development in the early years of the program. The first year of the 
program could entail reporting only; with no required reduction in carbon 
intensity.  

 
2. Affected fuels 

Affected fuels might include gasoline blendstock (RBOB), diesel, ethanol, or any 
other transportation fuel (excluding that used in aviation and international marine 
applications) that comprises over a to-be-determined percentage of the regional 
transportation energy market. Electricity, natural gas and hydrogen would likely 
be classified as de-minimis fuels at the outset of the program. At such time as 
these fuels exceed the threshold percentage, they would become affected fuels. 
Reference and target CI values would be established for RBOB and diesel fuel. 
Other fuels would be evaluated against the target CI for the fuel that they 
displace.  
 

3. Low carbon fuels eligible for credit generation 
Any fuel with an approved CI value lower than the target CI in a given year 
would be eligible for credit generation. Eligible fuels may include liquid biofuels, 
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natural gas, biogas, electricity, and hydrogen. Only low carbon fuels used in the 
transportation sector or blended into #2 distillate heating oil would be eligible to 
generate low carbon credits. 
 

4. Determining carbon intensity values 
CI values for all fuels would be based on direct emissions as calculated by the 
GREET model and non-de minimis indirect emissions for each typical or default 
production pathway. Each pathway would have a single CI value that is applied 
across the region. Default annual carbon intensity values would be established for 
the reference fuels (RBOB and distillate), and published in a “look-up” table. 
These CI values could be re-evaluated periodically to reflect changes in the crude 
oil mix from which reference fuels are produced. Should the CI for reference fuels 
increase, regulated entities might be responsible for purchasing more low carbon 
credits to offset such increases; should it decrease, they might need to purchase 
fewer credits. Individual regulated entities could be provided the option to 
demonstrate that their product has a lower CI than the default value for a given 
year, by tracking and reporting the CI for all affected fuels. 
 
Electricity CI would be calculated based on a weighted emissions rate for the 3 
grids that supply power to the participating states. Energy economy ratios (EERs), 
based on vehicle efficiency, would be used where applicable in calculating the CI 
of alternative fuels. States would codify the CI values for various fuels and 
pathways in a look-up table. Low carbon fuel providers would be allowed to 
petition for CI scores for fuels produced through new pathways or for improved 
performance in listed pathways. When approved, these pathways would be added 
to the look-up table. 
 

5. Regulated entities 
Potentially regulated entities would be companies that import or produce affected 
fuels for use in the region. The goal would be to move the point of regulation as 
far “upstream” in the regional fuel distribution network as is feasible. For RBOB 
and diesel, one approach may be to regulate entities defined by the Energy 
Information Administration (EIA) as “prime suppliers” and who sell, offer for 
sale, or provide these fuels for end use in states in the region. For ethanol and 
other affected fuels, regulated entities may be those that import or produce these 
fuels for end use in states in the region. Fuel passing through the region for sale 
outside the LCFS region, as demonstrated by the regulated entity, would not be 
regulated. 
 

6. Opt-in entities 
An opt-in entity would be any company that produces, imports, or enables the use 
of eligible low-CI fuels for sale and use in the region and voluntarily decides to 
participate in the regional LCFS for purposes of credit generation. Credit 
generation for low carbon fuels would occur upon demonstration by the opt-in 
entity that their product has been sold for use as a transportation or liquid heating 
fuel in states in the region. Opt-in entities could include, but would not be limited 
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to: manufacturers of low carbon liquid fuels, CNG/LNG/biogas producers, 
hydrogen suppliers, electricity producers, and electric or natural gas vehicle 
manufacturers. Once a party opts into the program and is approved to participate, 
it would be subject to applicable monitoring and reporting requirements. A 
company could be both a regulated entity and an opt-in entity. 

 
7. Heating fuels 

Number 2 distillate heating oil would not be regulated under this program at the 
outset, but a reference CI score would be established for heating oil used in the 
region. If after X years of monitoring the average CI of heating oil used in the 
region it is determined that the CI has increased more than Y percent, states may 
determine that regulation of this sector is necessary to prevent backsliding. Should 
CI reduction targets be established for the heating oil sector in the future, the 
targets would be relative to the CI of heating oil at the start of the program. Fuels 
eligible to create credits in the thermal energy market, and mechanisms for doing 
so, would be determined at that time. Approved low carbon liquid fuels 
(biodiesel) used in the heating sector could be eligible for credit generation to 
meet transportation diesel CI reduction requirements at the outset of the program. 

 
8. Indirect land use change (iLUC) emissions 

Fuels with non-de minimis iLUC emissions would be assigned a CI value that 
includes both direct and indirect emissions. ILUC emissions would be estimated 
using the best available science.  
 

9. Sustainability criteria 
The program would include a process for addressing significant sustainability 
concerns that may be associated with increased production and use of low carbon 
fuels. Specific issues identified by states and/or stakeholders would be evaluated, 
and appropriate responses considered, as part of an ongoing public process. 
Sustainability areas of concern may include, but would not be limited to: air 
quality, waste, food supplies, soil resources, water resources, and biodiversity. 

 
10. Deficit generation 

Deficits (as measured in metric tons of CO2 equivalent) would be generated for 
affected fuels based on their volume sold for end use in each state in the region, 
energy content, and CI relative to the target CI in a given year.  
 

11. Credit generation 
Low carbon fuel credits (as measured in metric tons of CO2 equivalent) may be 
generated by opt-in entities and determined based on the volume, energy content, 
and CI of eligible fuels sold, offered for sale, or provided for use in the region. 
The number of credits earned for a given batch of fuel would be equal to its 
energy in megajoules (MJ) multiplied by the difference between the fuel’s CI and 
the target CI for the current year. Opt-in entities may use the default look-up table 
values or petition for a specific value by providing evidence of a lower CI for a 
particular pathway. All credits, regardless of origin, would be of common 



 DRAFT 2/2/11- For internal discussion only 

 4 

currency and could be used for compliance purposes by any regulated entity. 
Credit generation for low carbon fuels would occur upon demonstration that the 
fuels have been sold for use as a transportation or liquid heating fuel in states in 
the region. Safeguards would be put in place to ensure that no double counting 
occurs. 
 

12. Reporting requirements for regulated entities 
Regulated entities would be required to submit quarterly and annual reports for all 
affected fuels sold, offered for sale, or provided in each state in the region; 
including, but not limited to the following information: (a) the volume and CI for 
all affected fuels sold, offered for sale, or provided in each state in the region; (b) 
the total deficits generated in the current compliance period; (c) any credits 
carried over from the previous compliance period; (d) any deficits carried over 
from the previous compliance period; (e) the total credits acquired; and (f) the 
total credits sold or otherwise transferred.  The annual report would also 
demonstrate total credits retired for compliance purposes within the region. 
Regulated entities that choose to track fuel that moves through the region for sale 
in non-participating states would have to include information showing the total 
volumes and carbon intensity values of affected fuels that were originally 
produced or imported into the LCFS region and subsequently exported for sale in 
states outside of the region. All reports would be submitted in electronic format to 
the regional organization (see #21 below). 
 

13. Reporting requirements for opt-in entities 
Opt-in entities would be required to submit quarterly and annual reports verifying 
the quantity, energy content, and carbon intensity value for each low carbon fuel 
sold, offered for sale, or provided for use in the region. These reports would 
include, but not be limited to the following information: (a) the number of credits 
generated in that compliance period; (b) any credits carried over from the 
previous compliance period; (c) the total credits acquired; (d) the total credits sold 
or otherwise transferred; and (e) the total quantities of low carbon fuels exported 
for sale outside the region. All reports would be submitted in electronic format to 
the regional organization (see #21 below). 

 
14. Compliance determinations/demonstrations 

Compliance of a regulated entity would be determined for all affected fuels sold, 
offered for sale, or provided for use in states in the region by that entity. Separate 
compliance determinations will be made for gasoline and diesel. The total credits 
needed for compliance would equal the deficits generated by each regulated 
entity. 
 
The regional organization (see #21 below) would provide a template for quarterly 
and annual compliance reports and collect reports for all regulated and opt-in 
entities and review/verify the calculation of annual credit/deficit balance for each 
regulated entity. Participating states would review the data compiled by the 
regional organization to determine if a net deficit has accrued at the end of a 
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compliance period. The affected state(s) would make final compliance 
determinations.  
 

15. Enforcement 
Enforcement would be conducted by participating states according to the 
authority and procedures provided in their statutes and regulations. Deficits would 
be determined based on the quantities of fuel sold, offered for sale, or provided 
for use in each state. Where non-compliance is determined, affected states would 
take enforcement action against the regulated entity that holds the deficit, 
according to the penalty structure or other mechanism defined in its regulation. 

 
16. Recordkeeping and monitoring 

Regulated and opt-in entities would have to maintain records for a period of three 
years from the date a document was produced, or for a period corresponding to 
the recordkeeping requirements of each state. A participating state regulatory 
agency might, at any time, request that a regulated or opt-in entity provide any 
requested documentation required by the state to make a compliance 
determination or to audit the accuracy of the documentation provided to the 
regional organization. 
 
The following documentation would have to be held for the requisite 
recordkeeping period: (a) product transfer documents; (b) copies of all data and 
reports submitted to the regional organization (see #21 below) or LCFS state(s); 
(c) records related to each fuel transaction; (d) records used for compliance or 
credit calculations; (e) documents necessary to demonstrate the physical pathway 
of the fuel; or (f) other documentation required by LCFS states needed to make a 
compliance determination or to audit the accuracy of any documentation provided 
to the regional organization or LCFS state. 

 
17. Program review 

A comprehensive review would be conducted to consider changes in the program, 
which would take effect five years from the program start date. This review would 
entail assessing progress to-date and modifying certain program elements, as 
necessary, including, but not limited to: the reduction target and timeline; whether 
other fuels (aviation, locomotive, marine, heating) should be brought into the 
program; and CI scores based on changes in the science of lifecycle assessment. 
Subsequent program reviews would be conducted such that changes would take 
effect at five year intervals. 
 

18. Credit banking  
Low carbon fuel credits, including those generated in the first year of the program 
when only reporting is required, may be banked for use at any time during the 
duration of the program. 

 
19. Alternative compliance mechanisms 
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Should low carbon fuel credits not be available in sufficient quantities for 
compliance purposes or credit prices exceed a defined level, regulated entities 
might be provided an option to demonstrate compliance through alternative 
compliance payments (ACPs). The states would develop a method for 
determining the price of ACPs. To the extent possible, a consistent structure 
would be used by all participating states. Any revenue generated through ACPs 
would be distributed according to a formula developed by the states. Individual 
states would determine how funds generated through ACPs could be used, but the 
general intent should be for consumer benefit; e.g., investment in low carbon fuel 
alternatives. 
 

20. Regional organization 
A regional organization could be established to assist in administering the LCFS 
program. This organization would serve in an administrative capacity only and 
would have no regulatory authority. The information collected, reviewed and 
developed by the regional entity would be used by the participating states for 
regulatory purposes, including compliance determinations. 
 
This entity would provide administrative services that may include, but would not 
necessarily be limited to: (a) collecting and evaluating the accuracy and 
completeness of quarterly and annual reports submitted by regulated and opt-in 
entities; (b) reporting on the number of credits generated or purchased and deficits 
generated for given year; (c) supporting states in certifying low carbon fuel credits 
and summarizing transactions among parties; (d) developing and managing an 
electronic database tracking all reported fuel data and compliance accounts; (e) 
assisting the participating states in reviewing petitions for new fuel pathways; (f) 
developing a carbon intensity look-up table; and (g) providing recommendations 
to the participating states as to whether to accept petitions to add new fuel CI 
values to the look-up table. The regional organization would maintain 
confidentiality of data according to procedures developed by the states. The 
regional body could be financed through the mechanisms described below. 

 
21. Program financing 

A surcharge on low carbon credits and ACPs, and transaction and/or reporting 
fees, may be assessed by the states to fund program administration costs incurred 
by the regional organization and individual states. The level of the surcharges and 
fees would be consistent with administrative need and would be reviewed and 
adjusted, as necessary, every 3 years. Individual states would receive a share of 
the total revenue and fund the regional organization based on an equitable formula 
as developed by the participating states. Additional fees may be levied to cover 
the cost of certifying alternative fuel pathways or verifying lower CI regulated 
fuels. Participating states would consider specific options for covering program 
start-up costs. 

 


