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TO: Board of Directors DATE:  August 15, 2012
  
FROM: Celia McAdam, Executive Director  
  
SUBJECT: CAP-AND-TRADE TRANSPORTATION COALITION PRINCIPLES 
 
ACTION REQUESTED 
Support the principles of the Transportation Coalition regarding cap-and-trade as outlined in 
Attachment 1 and direct staff to work with the Coalition to direct revenues towards 
transportation improvements. 
 
BACKGROUND 
AB 32, the Global Warming Solutions Act of 2006, calls for the reduction of greenhouse gases to 
1990 levels by the year 2020.   As part of the legislation, the California Air Resources Board 
(CARB) is authorized to create a regulatory process for a cap-and-trade program to address 
greenhouse gas emissions statewide.   
 
Producers of approximately 80 percent of the state’s greenhouse gases are subject to an 
approximately 20 percent reduction on emissions, known as a cap.   These producers would be 
able to purchase some of the allowances that will be sold by CARB.  The 66 million allowances 
CARB plans to sell in FY 2012-13 are expected to generate $660M to $3.3B, depending on a 
price between $10 and $50 per ton.  These allowances will ramp up significantly in 2015 when 
motor fuels become subject to regulation, with an estimated revenue generation of $17B to $67B 
annually before the program sunsets in 2020. 
 
DISCUSSION 
A number of transportation interests, including Transportation California, the California Alliance 
for Jobs, California Transit Association, the League of California Cities, and California State 
Association of Counties, have formed a coalition to advocate that cap-and-trade revenues be used 
for transportation purposes.  Specifically, revenue derived from capping of emissions from 
transportation sources should go to efforts to reduce those emissions and address transportation 
problems. 
 
Staff would like to note that these principles do not address whether there should be a cap-and-
trade program in the first place. Instead, they provide advocacy and guidance for a cap-and-trade 
program assuming it goes forward as set out in current law. 
 
The recommendations from the Transportation Coalition include: 

• Dedicate revenues related to motor vehicle fuels to transportation purposes; 
• Invest revenues into transportation infrastructure, operations, and maintenance; 
• Structure integrated transportation investments, rather than inefficient, uncoordinated 

investments; 
• Provide incentives and assistance to local governments for SB 375/Sustainable 

Communities Strategies (SCS) implementation; 
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• Allow regions and local governments flexibility to develop the most effective ways to 
reduce greenhouse gases and keep costs low; and 

• Improve modeling and verification systems to ensure greenhouse gas emissions and cost 
effectiveness. 

 
Other endorsers of the Coalition principles include the California Association of Councils of 
Government (CALCOG), the Metropolitan Transportation Commission, and San Diego 
Association of Governments.  SACOG is expected to endorse these principles at their August 16 
Board meeting. 
 
CM:ss 



July 24, 2012 

Re: Transportation Funding Coalition for Cap and Trade Auction Revenues 

The California Alliance for Jobs, Transportation California, California Transit Association, and more 
recently local and regional government associations have been exploring ways to invest cap and trade 
revenue to address both the greenhouse gas reduction goals of AB 32 and critical transportation system 
maintenance and operation needs identified in the California Transportation Commission's Statewide 
Transportation Needs Assessment over the next ten years. 

Our uniting principle is that auction revenues derived from vehicle fuels should be used to fund 
transportation system needs in a way that achieves AB 32 objectives and builds on the framework of SB 
375 and other GHG reduction strategies. We believe that by integrating investments in new mobility, new 
infrastructure, and new jobs we can create healthy communities and better quality of life for all- while 
measurably reducing greenhouse gas emissions consistent with AB 32 and legal requirements for 
spending allocation revenues. 

By targeting revenues and incentives toward local governments in support of regional planning goals we 
can leverage a cost effective investment portfolio across both transportation infrastructure and efficiency 
measures to yield the greatest GHG reductions associated with the transportation sector. Allocating 
funding to promote combining strategies will maximize GHG reduction while reinforcing SB 375, regional 
blueprints, other regional plans and local innovation. 

Implementing SB 375 and other GHG-reducing regional plans outside of metropolitan planning 
organizations (MPOs) requires rebuilding aging infrastructure within urban infill and rural areas targeted 
for more intense development. This includes the maintenance and operation needs of local roads and 
transit systems, as well as active transportation infrastructure for walking and bicycling. By investing in an 
integrated transportation system, cost effective GHG reductions can also be achieved from approaches 
like rural resource infrastructure, intercity rail, and roadway management strategies. All of these 
transportation investments can yield even greater GHG reductions when combined with supporting land 
use strategies. 

All of these investments are consistent with AB 32 and with meeting California's transportation 
infrastructure needs. These investments will create jobs, improve the movement of goods and enhance 
the economic performance of the state. Overall, we think this program should: 

Create cost-effective greenhouse gas reduction investments 
Leverage infrastructure investments across transportation and related land use strategies 
Foster collaboration and performance measurement 
Promote innovation in GHG reduction beyond AB 32 regulations 
Invest in existing communities by offsetting the high cost of infill development 
Support co-benefits/goals related to health, equity, energy, jobs, water, and agriculture 

Attachment A



We want to work with CARS to craft an effective strategy to achieve maximum GHG reductions and long 
term co-benefits under AB 32 by investing a major portion of revenues related to fuels in integrated 
transportation and land use strategies consistent with the SB 375, the California Regional Blueprint plans 
and other regional planning processes. As a starting point, we want to suggest a few concepts for 
consideration in the development of your investment strategy: 

1. Dedicate the allocation revenues related to fuels to transportation investments. 
This is consistent with the longstanding policy of the state to dedicate revenues related to motor 
vehicle fuels to transportation. It also assures a political and legal nexus between the costs and 
benefits of the program. 

2. Invest a major portion of fuels related revenues to implement the AB 32 regulatory 
program by reducing GHG emissions from transportation. Dedicate revenues directly into 
transit and road operations and maintenance, as well as transit and complete streets 
infrastructure within existing urban infill and rural communities. These funds must be invested in a 
way that implements AB 32 using, where applicable, the SB 375 regional strategies. In regions 
not with in an MPO where SB 375 does not apply, other measurable greenhouse gas reduction 
strategies can be developed within regional transportation plans. 

3. Structure the investments to favor integrated transportation and land use strategies. 
Funds should be allocated regionally by population, recognizing that different strategies are 
needed to achieve GHG reductions in different areas of the state. To maximize cost effective 
GHG reduction, additional incentives for regions with Sustainable Community Strategies that 
exceed GHG reduction targets, or equivalent Blueprint Plans or other regional plans. Within each 
region, funding should be allocated primarily through a competitive grant program based on cost 
effectiveness of GHG emission reductions from combined land use and transportation 
infrastructure and operations investments. 

4. Improve modeling and verification systems to evaluate GHG reduction potential. Funding 
should be allocated to the development of performance measurement tools for local and regional 
actions that w ill allow evaluation and prediction of the GHG reduction and cost effectiveness of 
investment and land use strategies. 

5. Allow flexibility at the regional and local/eve/ to develop the most cost effective ways to 
meet GHG reduction goals through transportation and land use investments. 

6. Provide the incentives and assistance that local governments need to make SB 375 work. 

7. Project-funding determinations should be done at the regional/eve/ under established 
statewide criteria to encourage local innovation and flexibility. 

We hope you will give us the opportunity to work with you to refine these concepts and take advantage of 
this opportunity to make AB 32 a key component of California's transportation investment program. 

Sincerely, 

California Alliance for Jobs 
California Transit Association 
Transportation California 
California State Association of Counties 
League of California Cities 




