SUBJECT:

SOURCE:

COMMENT:

COUNCIL AGENDA: August 5, 2014

CONSIDERATION OF RESOLUTION REQUESTING THE DELAY OF
IMPLEMENTATION OF FUELS PRODUCTION AND TRANSPORT
UNDER CALIFORNIA'S MARKET BASED PROGRAM TO REDUCE
CARBON EMISSIONS (“CAP AND TRADE")

City Manager

Vice Mayor Hamilton requested, and the City Council approved, the
consideration of a Resolution requesting the delay of implementation of
fuels production and transport under California’s market based program to
reduce carbon emissions (“Cap and Trade”).

California’s Cap and Trade Program took effect on January 1, 2012, and is
designed to encourage businesses to reduce their emissions of
greenhouse gases (GHG) by placing a cap on the total GHG they may
produce, and then allowing them to buy or sell emission credit, depending
on their ability to meet the cap. The program is being implemented over
time, and currently only applies to the manufacturing sector. In January
2015, the program is scheduled to apply to the production and transport of
gasoline and diesel fuels. AB 69 (Perea) proposes to delay the
implementation of fuels into the Cap and Trade Program until January 1,
2018.

Estimates of the program’s scheduled expansion effect on the price of
gasoline vary from $0.10 to $0.20 per gallon. A 2010 analysis
commissioned by the California Air Resources Board (CARB) estimated
gasoline price increases between 4 and 19 percent, which at $4.00 per
gallon, the increase would be $0.16 to $0.76 per gallon.

Both Democrat and Republican State Legislators have expressed concemn
as to the lack of consumer awareness of the potential for an impending
price increase, as well as the impact even a small increase in fuel prices
could have on the still recovering California economy.

RECOMMENDATION: That the City Council consider a Resolution requesting the

delay of implementation of fuels production and transport
under California’s market based program to reduce carbon
emissions (“Cap and Trade”).

ATTACHMENTS: 1) Draft Resolution

C/M

2) AB 69 (Perea) Bill Text
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RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORTERVILLE,
COUNTY OF TULARE, STATE OF CALIFORNIA, REQUESTING THE DELAY
OF IMPLEMENTATION OF FUELS PRODUCTION AND DELIVERY UNDER
CALIFORNIA’'S MARKET BASED PROGRAM TO REDUCE CARBON EMISSIONS
("CAP AND TRADE")

WHEREAS, the City Council of the City of Porterville is concerned about the
impact of the fuels-under-the-cap regulation in California, and the increased price of fuel
for consumers; and

WHEREAS, any increase in the price of fuel will harm the most vulnerable
members of our community, particularly those who must continue to commute to work
or drive to larger communities for services such as healthcare or to obtain household
necessities, and who are least able to diversify their transportation options; and

WHEREAS, California and Tulare County are still in the early stages of economic
recovery and already facing potential negative impacts from a sustained drought, a
price increase on fuel will serve to weaken the economic recovery; and

WHEREAS, many Californians are still unemployed and unemployment rates in
Tulare County remain in double digits, which places these individuals at a disadvantage
when it comes to paying for basic necessities like fuel; and

WHEREAS, professional estimates put the probable increase in the price of
gasoline between $0.16 and $0.76 per gallon; and

WHEREAS, the majority of Californians are unaware that this price increase is
pending; and

WHEREAS, the State’s greenhouse gas reduction goals are already on track and
will not be helped by this price increase.

NOW, THEREFORE, BE IT RESOLVED, that the City Council of the City of
Porterville calls upon Governor Jerry Brown and the California Air Resources Board to
delay the implementation of fuels under Cap and Trade so that Californians have more
time to prepare.

APPROVED AND ADOPTED this 5™ day of August, 2014.

ATTEST: Milt Stowe, Mayor
John D. Lollis, City Clerk

By: Patrice Hildreth, Chief Deputy City Clerk



AMENDED IN SENATE JULY 2, 2014
AMENDED IN SENATE AUGUST 12, 2013
AMENDED IN SENATE JULY 11, 2013
AMENDED IN SENATE JUNE 27, 2013
AMENDED IN SENATE JUNE 19, 2013

CALIFORNIA LEGISLATURE—2013~14 REGULAR SESSION

ASSEMBLY BILL No. 69

Introduced by Assembly Member Perea
(Coauthors: Assembly Members Brown, Daly, Hall, Roger Herndndez,

Rodriguez, and Salas)
(Coauthors: Senators Correa and Torres)

January 10, 2013
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6f‘Bﬁ‘tSf®ﬁ‘1‘94‘O’f Sectzon 385 76 to the Health and Safety Code relatmg
to-drinking-water; making-an-appropriation-therefor greenhouse gases,
and declaring the urgency thereof, to take effect immediately.

LEGISLATIVE COUNSEL’S DIGEST

AB 69, as amended, Perea. Groundwater—drinking-water-Nitrate-at
Risk—Fund—California Global Warming Solutions Act of 2006:
market-based compliance mechanisms: exemption.

The California Global Warming Solutions Act of 2006 designates the
State Air Resources Board as the state agency charged with monitoring
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and regulating sources of emissions of greenhouse gases. The state
board is required to adopt a statewide greenhouse gas emissions limit
equivalent to the statewide greenhouse gas emissions level in 1990 fto
be achieved by 2020, and to adopt rules and regulations in an open
public process to achieve the maximum, technologically feasible, and
cost-effective greenhouse gas emissions reductions. The act authorizes
the state board to include the use of market-based compliance
mechanisms. Existing state board regulations require specified entities
to comply with a market-based compliance mechanism beginning
January 1, 2013, and require additional specified entities to comply
with that market-based compliance mechanism beginning January 1,
2015.

This bill instead would exempt categories of persons or entities that
did not have a compliance obligation, as defined, under a market-based
compliance mechanism beginning January 1, 2013, from being subject
to that market-based compliance mechanism beginning January 1,
2015, and until December 31, 2017. The bill would require all
participating categories of persons or entities to have a compliance
obligation beginning January 1, 2018.

This bill would declare that it is to take effect immediately as an
urgency statute.
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Vote: %. Appropriation: yesno. Fiscal committee: yes.
State-mandated local program: no.

The people of the State of California do enact as follows:

SECTION 1. The Legislature finds and declares all of the
following:

(a) The landmark California Global Warming Solutions Act of
2006 (Division 25.5 (commencing with Section 38500) of the
Health and Safety Code) set the goal of reducing greenhouse gas
emissions to 1990 levels by 2020. The act required the State Air
Resources Board to develop a scoping plan, including direct
regulations, performance-based standards, and market-based
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mechanisms to achieve this level of greenhouse gas emissions
reductions.

(b) The State Air Resources Board has implemented a
market-based compliance mechanism under the California Global
Warming Solutions Act of 2006 (Division 25.5 (commencing with
Section 38500) of the Health and Safety Code).

(¢) Beginning January 1, 20135, the State Air Resources Board’s
market-based compliance mechanism will expand from covering
large industrial facilities to include carbon-based transportation

fuels used today by the state’s motorists.

(d) Including transportation fuels in a market-based compliance
mechanism will require suppliers of transportation fuels to
purchase carbon allowances for gasoline and diesel sold and used
in the state, therefore, adding a carbon price to the cost of
transportation fuels.

(e) The State Air Resources Board's regulatory analysis for the
market-based compliance mechanism anticipates carbon allowance
costs ranging from $15 to §75, inclusive, per ton between 2015
and 2020.

() Including transportation fuels in a market-based compliance
mechanism will link the cost of gasoline and diesel to potentially
volatile carbon markets placing the state’s motorists, families, and
small businesses at risk.

(g) Many areas of the state continue to struggle from
disproportionately high unemployment rates and the state’s
hard-working low-income and middle-income families will likely
suffer most from this sudden addition in addition to potentially
volatile carbon costs on transportation fuels.

(h) Before including transportation fuels in a market-based
compliance mechanism, the State Air Resources Board must ensure
that the state’s motorists, families, and small businesses are
prepared for this carbon price signal with sufficient notice,
information, and protection from certain and volatile cost increases

for their transportation fuels.

SEC. 2. Section 38576 is added to the Health and Safety Code,
fo read:

38576. (a) For purposes of this section, “compliance
obligation” means the quantity of greenhouse gas emissions for
which a person or entity is required to submit greenhouse gas
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emissions allowances or offsets to the state board pursuant to a
market-based compliance mechanism.

(b) (1) If the state board adopts a market-based compliance
mechanism pursuant to this part, only those categories of persons
or entities that had a compliance obligation beginning January 1,
2013, and until December 31, 2014, shall have a compliance
obligation beginning January 1, 2015, and until December 31,
2017.

(2) Beginning January 1, 2018, all categories of persons or
entities participating in a market-based compliance mechanism
shall have a compliance obligation.

SEC. 3. This act is an urgency statute necessary for the
immediate preservation of the public peace, health, or safety within
the meaning of Article IV of the Constitution and shall go into
immediate effect. The facts constituting the necessity are:

1o allow sufficient lead time to make necessary adjustments to
the program before it takes effect January 1, 2015, it is necessary
Jor this act to take effect immediately.

SECTIONL te6-5-¢ o with Seetion 146151
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