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Addressing U.S. use of Canadian tar sands oil immagortant issue for the Obama
Administration to consider as it develops its egeagd environmental policies.
Continued large-scale production of tar sandsamt(other high carbon fuels) as a
transportation fuel is fundamentally incompatibliéwvithe needed reductions in global
warming emissions supported by President-elect @band has enormous adverse
impacts on sensitive ecosystems.

NRDC recommends that immediate steps be takemgtalsihat the new administration
will discourage investment in high carbon fuelgluling tar sands, oil shale and liquid
coal, and encourage investment in low carbon faetsother types of clean energy. We
recommend the following suite of actions to harmaerthe new administration’s energy
and climate policy goals.

Summary of Key Policy Recommendations:

1) Decline Canadian Prime Minister Stephen Harperpgpsal for any provision
in a joint climate change pact between the UnitiedeS and Canada that
exempts tar sands or that would allow tar sanddesielopment to continue
unchecked.

2) Consistent with the Obama campaign’s “New EnergyAimerica” plan, direct
the EPA to adopt a federal low carbon fuel standa@FS) under the current
Clean Air Act that enables the U.S. to avoid thdvoa liabilities that increased
use of high carbon fuels would cause, stimulatedthelopment of low carbon

! According to NRDC analysis, the impact of increh€, from tar sands production (above conventional
oil) could negate @ percenftof the gains from the recently adopted 35 mpg CAfhdards. Liquid coal
and oil shale GHG impacts are much worse.



fuels, and help ensure that the new Administraia@himate goal of 80 percent
reduction in greenhouse gases by 2050 can be met.

3) Fast track the timetable and process for interagenplementation of Section
526 of the Energy Independence and Security A20DO7 (EISAQ7) that
prohibits the use of federal funds to purchase bagbon fuels. Government
purchasing of high carbon fuels, especially longatenilitary contracts, are
essentially a mechanism for developers of higharafbels and infrastructure
to receive federal subsidies.

4) Oppose subsidies and other support to high canbelinrélated production and
infrastructure (such as refineries and pipelinegny stimulus or energy bill in
Congress.

5) Direct CEQ or the new office on energy and the mmment to assess the
impacts of tar sands oil extraction, transportatiad refining that are
associated with U.S. use of this fuel..

6) Request the North American Commission for EnvirontakeCooperation
(CEC) to assess the impact of tar sands developomemigratory birds and
enforce the migratory bird laws.

7) Propose and carry out a comprehensive nationabgihgs plan that eliminates
the need to develop high carbon fuels and fa@ktaihe attainment of
administration climate goals. Central to the plaawdd be an oil savings target
of 10 million barrels per day (mbd) by 2030 usihggn energy, low carbon
technologies and other measures.

Canadian Tar Sands

Canadian tar sands deposits are primarily founeduAtberta’s Boreal forest and
wetlands in an area larger than the state of Flotithfortunately, in order to access this
oil, millions of acres of intact forest and wildlihabitat are strip mined and drilled,
threatening sensitive habitat and destroying #gson of the largest carbon storehouse
on our planet—the Boreal forest. Because of sigaifi energy requirements, just the
production of tar sands oil is estimated to relessaly three times the greenhouse gas
emissions per barrel as compared to conventiohataiuction? Policy action is
required immediately because building the extensaasport and refinery infrastructure
needed to expand our use of tar sands oil will lexknto reliance on this high-carbon,
fossil fuel for the foreseeable future. This invesht commitment would be at odds with
tackling global warming and transforming our tramsation sector to cleaner
alternatives.

2 This results in an 30% increase in full well-toeeh GHG emissions compared to conventional
petroleum.



In addition to its high carbon costs, tar sandpmduction requires two to five barrels of
water for each barrel of bitumen extractdths already created over 30 square miles of
tailings waste pondsthreatens the health of downstream Aboriginal comities? and

is likely to cause the loss of millions of migratdairds that nest in the Boreal forests and
wetlands of the tar sands regib8eventy-five percent of the 1.34 million barretsriy
produced daily in Canada is exported to the Urfdedes and tar sands operators are
aiming to expand production to more than 4.5 millmarrels per day by 2020.

1) Decline Canadian Prime Minister Stephen Harper'sproposal for any provision in
a joint climate change pact between the United Stas and Canada that exempts tar
sands oils or that would allow tar sands oil devefament to continue unchecked.

Canadian Prime Minister Stephen Harper outlinedbagsal on November 6th for a joint
climate pact that would conflict with Presidentatl®bama’s pledge to establish the U.S.
as a leader in the fight against global warnfivghile no public proposal is yet available,
the description of the proposal in the media inetlidn exemption for tar sands oil. Any
climate proposal exempting tar sands should betegjesince it would be inconsistent
with the new administration’s climate godls.

Additionally, the U.S. should not accept a climpéet with Canada that is premised on
the Canadian government climate program. The Canagbvernment’s approach to
addressing climate change emissions is a cdritiensityapproach—versus an absolute
limits approach—which is significantly weaker thie cap and trade program supported
by President-elect Obama. In addition, Canada’ssions are expected to significantly
exceed its Kyoto targets, with tar sands operatiées/ accounting for half of the 24
percent increase in emissions projected betweef-2020*°
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2) Direct the EPA to adopt a federal low carbon fuestandard (LCFS) that enables
the US to avoid the carbon liabilities of increasedse of high carbon fuels,
stimulates the development of low carbon fuels, anldelps ensure that the
Administration climate goals can be met.

President-elect Obama has been a leader on theféddS, sponsoring a bill while in
the Senate and he included an LCFS in his “New @gnfar America” plan. Adoption of
a federal LCFS would not only reduce carbon bui ks a key policy to reduce U.S.
dependence on oil. Similar to a renewable enemyydstrd in the power sector, a LCFS
would be complement a GHG cap and trade systeraw/chrbon fuel standard would
drive the transition away from high-carbon fuekatiatives, such as tar sands oil, and
toward low carbon sustainable fuels faster thahagi¢ur under a cap and trade program
alone. NRDC recently submitted comments on inclg@irGHG LCA for tar sands to the
California Air Resources Board.

In addition to a full fuel cycle GHG intensity stéard, a federal low carbon fuel standard
should include environmental sustainability criacfior all fuels to assure that fuels
regardless of source are produced in a sustainadh@er. Such criteria should include
water quality and quantity, land degradation, aliytion, and toxic waste.

3) Fast track a clear timetable and process for imragency implementation of
Section 526 of the Energy Independence and Securifyct of 2007 (EISAQ7) that
prohibits the use of federal funds to purchase higlearbon fuels.

Section 526 of the Energy Independence and Sedicityas included in the 2007
energy bill to prevent the government from spendéxgayer dollars to purchase
alternative fuels that increase GHG emissions coetp® conventional petroleuthThe
new administration should fast track the implemeareof this procurement requirement
as one step towards reducing U.S. emissions aetingvhe playing field for emerging
clean energy technologies. The Department of Defshsuld use the latest EPA full fuel
cycle emissions data available in implementinggtogram. A March, 2008 letter by
Chairman Waxman made it clear that tar sands arered by this section and that the
primary focus should be on contracts, especialti vafineries expanding to take more
tar sands oit>

In order to implement Section 526, the Administratshould create a framework to label
and track tar sands oil imports coming into thetebhiStates so that any government
agency, company, or member of the public knowsotigin and composition of their

11 http://www.arb.ca.gov/lispub/comm?2/bccommlog. phgtPlame=Icfs-policy-ws

12 Section 526 provides: “No Federal agency shaBreinto a contract for procurement of an alterreatv
synthetic fuel, including a fuel produced from nonegentional petroleum sources, for any mobilityatet
use, other than for research or testing, unlessdhtact specifies that the lifecycle greenhowse g
emissions associated with the production and cotidvusf the fuel supplied under the contract mast,
an ongoing basis, be less than or equal to sucksens from the equivalent conventional fuel prelic
from conventional petroleum sources.”
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fuel. These measures will also aid other fuel pasens who wish to avoid high carbon
fuels, including the U.S. Conference of Mayors’ (LN$) 2008 pledge to reduce and
discontinue tar sands usage in cities across Amdndheir resolution, USCM called on
Congress and the President to create “clear Fededabtate guidelines for tracking the
origin of various types of fuel in order to faddlie life cycle analysis™ This information
is also essential for emissions accounting in dgrease gas reduction schemes.

4) Oppose subsidies and other support to high carladfuels production and related
infrastructure (such as refineries and pipelines)n any stimulus or energy bills in
Congress.

New economic stimulus packages and possible ergilgyroposed in the next
Congress should avoid incentives for tar sanddipgeand refineries. The new
Administration should emphasize that tar sandsgtfucture is not consistent with
commitments to a new, green alternative energy@uogrand that any subsidies or
governmental investments related to tar sandssinfreture would undermine the
nation’s efforts to address the challenges of dinthange and national security in the
21 Century. Instead, Congress should be encouragestdst in energy efficiency and
alternative energies that will provide green jobd help the U.S. transition to a low
carbon economy.

Preventing subsidies to pipeline and refinery istinacture is critical to slowing the
development of tar sands oil and preventing locteihigh-carbon energy infrastructure
investments. Canada exports roughly 75 percens ¢di sands oil production to the U.S.
as both raw and refined product. Refineries, latatainly in the Midwest, are seeking
to expand their capacity to refine bitumen and Isgti¢ crude oil from the tar sands. And,
the proposal for building the first refinery buiitthe U.S. since 1976--the proposed
Hyperion refinery in Elk Point, South Dakota--wouldpend on tar sands oil for 100
percent of its feedstock.

5) Direct CEQ or the new office on energy and thenwironment to assess the
impacts of tar sands oil extraction, transportationand refining that are associated
with U.S. use of this fuel

The cumulative health and environmental impactsio$ands oil extraction,
transportation and refining should be fully evagthtOn the international scale, these
impacts include increased global warming polluoal harm to migratory birds that the
U.S. is under treaty obligations to prot&tbomestically, expansion of refineries to
process bitumen is concentrated in the Midwest revkaa sands oil refining is likely to
add to the already serious concerns about air ateryollution. Large populations live
close to most of these refineries and already sbffgh levels of asthma and other
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disease related to exposure to air pollution. Tfrmation will be critical in informing
the development of new fuels policies at the feldamd state levels, such as the
development of the environmental and social pararsetf a federal LCFS and would
provide important data as the U.S. and how stagegld on the role of tar sands oil in
their energy and climate futur®.

6) Request the North American Commission for Enviramental Cooperation (CEC)
to assess the impact of tar sands development ongratory birds and enforce the
migratory bird laws as appropriate.

Each spring more than half of America’s birds flatokhe Canadian Boreal forest to nest.
The Boreal forest tar sands area is a criticaldngehabitat and a globally important
flyway for a great abundance and diversity of foeesd wetland-dependent birtls.

U.S., Canadian, and domestic and internationallatigns must be strengthened to
protect the Boreal forest and the birds who makeahest their home. Both the United
States and Canada have laws protecting endangedetir@atened bird species,
including the U.S. Endangered Species Act and tea@ian Species-at-Risk Act. Both
countries are signatories to the U.S.-Canada Magydird Treaty and have
implementing legislation in place. However, thesgulations are not being enforced in
the face of large-scale development such as talssaihextraction.

The United States should request the North Amer@ammission for Environmental
Cooperation to assess the impact of tar sandewéldpment on migratory birds and the
status of implementation and enforcement of exgstimgratory bird laws in the U.S. and
Canada that require protection of migratory bindd their habitat.

7) Propose and carry out a comprehensive oil savisglan that eliminates the need
to develop high carbon fuels and facilitates the &inment of administration climate
goals. Central to the plan should be an oil savingarget of 10 mbd by 2030 using
clean energy, low carbon technologies and measures.

Our analysis shows that through a comprehensivieagacof measures, a U.S. oil savings
plan could reduce oil consumption by 9.7 mbd by®@83Vost of the measures in the
NRDC package are also included in the Obama “NeeardgnFor America” plan,

including higher fuel economy standards, plug-ibrigs, and advanced biofuels. A
recent analysis by the Center for American Progaesisthe Political Economy Research
Institute shows that by investing $100 billion ottee next two years, the U.S. would
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create f%]r times more jobs than could be mad@gsting the same money in the oil
industry.

A 10 mbd by 2030 oil savings plan would ideallydzet of a comprehensive, cap and
trade climate program. The plan would include p@nance standards for vehicles (i.e.,
CAFE or GHG/mile standards) and fuels (i.e., LCE®)Y more funding for transit
(funded from auction revenues or allowance distrdm). Including these oil savings
measures in comprehensive climate legislationembance energy security and will help
build broader support for a cap and trade climabg@am from the public and “security
hawks.”
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