
SUBCOMMITTEE NO. 3 ON RESOURCES AND TRANSPORTATION AUGUST 23, 2017 

A S S E M B L Y  B U D G E T  C O M M I T T E E    

   
AGENDA  

 
ASSEMBLY BUDGET COMMITTEE NO. 3 RESOURCES AND TRANSPORTATION 

 

ASSEMBLYMEMBER RICHARD BLOOM, CHAIR 
 

WEDNESDAY, AUGUST 23, 2017 
 

9:30 A.M. - STATE CAPITOL ROOM 447 
 
 

 
 

ITEMS TO BE HEARD 

ITEM DESCRIPTION PAGE 

VARIOUS 2017-18 CAP AND TRADE EXPENDITURE PLAN 1 

 
 



SUBCOMMITTEE NO. 3 ON RESOURCES AND TRANSPORTATION  AUGUST 23, 2017 
 

A S S E M B L Y  B U D G E T  C O M M I T T E E   1 

ITEMS TO BE HEARD 

 
VARIOUS DEPARTMENTS 

 
ISSUE 1: 2017-18 CAP AND TRADE EXPENDITURE PLAN  

 
The Subcommittee will consider priorities for the 2017-18 Cap and Trade Expenditure 
Plan. 
 

BACKGROUND 

 
With the passage of AB 398, Chapter 135 of 2017, (E. Garcia), authorizes the State's 

Cap and Trade program until 2030.   This bill provided the guidance on the expenditure 

of funds: 

 (a) It is the intent of the Legislature that moneys collected from the auction or sale of 

allowances pursuant to a market-based compliance mechanism established pursuant to 

the California Global Warming Solutions Act of 2006 (Division 25.5 (commencing with 

Section 38500)) shall be appropriated to include, but need not be limited to, the 

following priorities at the time an expenditure plan is adopted: 

(1) Air toxic and criteria air pollutants from stationary and mobile sources. 

(2) Low- and zero-carbon transportation alternatives. 

(3) Sustainable agricultural practices that promote the transitions to clean technology, 

water efficiency, and improved air quality. 

(4) Healthy forests and urban greening. 

(5) Short-lived climate pollutants. 

(6) Climate adaptation and resiliency. 

(7) Climate and clean energy research. 

(b) This section shall remain in effect only until January 1, 2031, and as of that date is 

repealed unless a later enacted statute that is enacted on or before that date deletes or 

extends that date. 
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How much money do we have to spend? 

Currently, the Greenhouse Gas Reduction Fund has a balance of $843 million.  The 

Department of Finance expects the $1.5 billion in revenue derived from the sale of 

allowances during the budget year.   Net of the continuous appropriation, that will yield 

$600 million of available revenue.  This results in approximately $1.4 billion available for 

a 2017-18 expenditures, including approximately $22 million of expenses already 

included in the 2017-18 budget for administrative activities associated with the program. 

This amount may be slightly higher if the costs to backfill the revenue from the 

discontinued State Responsibility Area (SRA) fire fee are interpreted to be the first use 

of the revenue, prior to the continuous appropriation.  In future years, it is expected that 

about $170 million of Greenhouse Gas Revenue will be needed to backfill the SRA fee 

and the expansion of the Manufacturer Tax Credit.       

What did we use these funds for in past years? 

The Air Resources Board 2017 report to the Legislature provides the following data on 

total budgeted amounts for programs: 
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How effective are these expenditures? 

The Air Resources Board also computes the GHG reduction cost effectiveness in the 

expenditure plan, as shown in the following three tables: 
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STAFF COMMENT  

 

The Assembly expects to pass a one-year expenditure plan for Cap and Trade before 

the 2017 Interim Recess.    

Most of the available revenue for the 2017-18 plan will be one-time.   Assuming revenue 

levels remain flat at $1.5 billion for 2018-19, about $532-$430 million will be available 

for appropriation.  However, as the number of allowances are reduced in future years, 

the available funding could decline. 

While the reduction of Greenhouse Gas per dollar metrics provided by ARB are 

informative, staff believe the cost effectiveness data is preliminary and needs further 

refinement.  In addition, the data does not consider the impact of programmatic 

expenditures on other types of pollution, such as particulate matter. 

The passage of AB 398 allows Cap and Trade funds to be spent on a broad range of 

purposes without the legal uncertainty regarding a nexus to GHG reduction.  This allows 

the Assembly to consider a broader range of programs to reduce other types of 

pollution, adaptation planning, and research that were considered in previous years.  


