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E-MAIL HENRY T. PEREA

Assemblymember.Perea @ assembly.ca.gov ASSEMBLYMEMBER, THIRTY-FIRST DISTRICT

June 16, 2014

Mary Nichols, Chair

California Air Resources Board
1001 I Street

Sacramento, CA 95814

RE: Impact of cap-and-trade program on fuel costs
Dear Chair Nichols:

We are concerned about the impact of the AB 32 cap-and-trade program on our constituents. Fuel
prices for consumers are going to be driven up once fuel is covered under cap-and-trade at the start
of next year, weakening the economy just as California is recovering from the last recession, and
hurting the most vulnerable members of our communities who must commute to work and drive
long distances for necessary services like medical care. We request that you delay expanding the
cap-and-trade program to cover transportation fuels or at least change the program so that it does
not unnecessarily increase fuel costs in order to generate revenue for the State.

Beginning January 1, 2015, greenhouse gas (GHG) emissions from transportation fuels are going to
be subject to the California Air Resources Board (CARB) cap-and-trade program. This will cause
an immediate jump in prices at the pump. There are various estimates for how much the price spike
will be, but an increase of about fifteen cents per gallon is likely and a much larger jump is possible.
Even a small increase in fuel prices hurts low income Californians. Many of the areas we represent
are still struggling with double digit unemployment. Residents of our districts often need to drive
long distances and they will be disproportionately impacted.

AB 32 set environmental goals for the State, limiting GHG emissions to 1990 levels by 2020.
CARB is responsible for implementing a program that achieves this goal and designed cap-and-
trade for that purpose. Currently, CARB gives away some carbon credits to entities covered by the
cap-and-trade program and then sells additional credits, generating revenue for the State. Meeting
the GHG emissions goal of AB 32 does not require the cap-and-trade system to take money from
fuel consumers and give it to the State. CARB is not planning to give any carbon credits to drivers
in California, instead selling all the credits which will give the State billions of dollars in revenue
that can only be used for GHG reduction. Cap-and-trade achieves the emissions goal by virtue of
the “cap” alone — all the carbon credits can be allocated for free, allowing low emitters to benefit by
selling their credits to others and not drawing extra dollars out of the economy unnecessarily.
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