
Coalition for Clean Air 

 Recommended Changes to the Proposed California Cap-and-Trade Program
1. Set aside a minimum of 8% of allowances to benefit the disadvantaged communities to meet the requirement of AB 32

2. Sell these allowances to entities covered under the cap at the program’s fixed floor price

3. Place the revenue received from this sale in the Air Pollution Control Fund (APCF) to ensure its availability for appropriation by the Governor and the Legislature to create the Community Benefits Fund (CBF)
4. Include a requirement that the CBF shall be used to fund programs or projects that reduce greenhouse gas emissions, mitigate direct health impacts of climate change, or promote green collar employment opportunities in the most impacted and disadvantaged communities identified by ARB 

5. Ensure ARB modifies the draft list of communities (most impacted and disadvantaged) using a more refined methodology through an open public and peer-reviewed process [we recommend a starting point is the specifics included in AB 1405]
Rationale: 

· Creating the CBF at the initiation of the program fulfills the AB 32 requirement “direct public and private investment toward the most disadvantaged communities in California”
· A minimum of 8% allowance is equivalent to the percentage of offset limit in the proposed regulation and  ensures that the CBF program is large enough to be meaningful and attract sizeable private investment to help create jobs which are most needed in these communities  
· The co-pollutant emissions assessment conducted has many limitations and does not include major source categories coming into the program in 2015. Historical data and similar previous hypothetical analyses have consistently shown that such model-based predictions (such as the 1990’s SIPs which expected attainment of ozone standard by 2010) have often proved to be wrong 
· Total offsets limit under the proposed program is about 232 MMT CO2E – this translates to about 26 MMT per year (lower in early years and higher in later years) 
· According to the Scoping Plan, 169 MMT of CO2E reduction per year is associated with a co-benefit of reducing PM2.5 by 15 tons/day 
· Applying the same ratio in a cumulative context, the proposed amount of offsets equates to losing the co-benefit of reducing PM 2.5 by 2.3 tons/day – this could translate to about 100-120 deaths  

· The emission reduction programs funded by the CBF will reduce this burden significantly and maximize the co-benefits as required by AB 32

· Selling a portion of the allowances at the floor price ensures a predictable revenue stream to plan and implement the CBF program successfully across the state in the identified communities
· The floor price eases the financial burden of entities covered by the cap and  reduces the price spikes associated with auctioning
· Creating CBF at the beginning of the program will garner wider support for the overall program (which is vital for its sustainability) from many environmental, community groups, impacted neighborhoods and potential applicants (including small businesses, local governments, etc.) as well as legislators
