
 
 
 Item #14-5-17 

SACOG Board of  Directors Action 
  
May 27, 2014 
 
Consideration of SB 1156:  Long-Term Investment Strategy for Cap-and-Trade Revenue 
 
Issue:  Whether to support in concept the amended bill concept for SB 1156 for spending Cap-and-Trade 
Revenues. 
 
Recommendation:  Staff recommends that the Board support in concept the legislation being 
developed in the Senate for spending Cap-and-Trade-Revenues and continue to advocate for inclusion of 
adopted Board advocacy principles regarding Cap-and-Trade with Assembly and Governor’s office.   
 
Discussion:  For several years, the SACOG Board has supported seeking additional resources to help 
implement the transportation and land use components of the Metropolitan Transportation Plan/ 
Sustainable Communities Strategy (MTP/SCS), and for nearly two years, has been a supporter with the 
League of Cities, Association of Counties, Alliance for Jobs, other regional planning agencies and several 
environmental organizations of a Transportation Coalition for Livable Communities proposal to dedicate 
the fuels portion of Cap-and-Trade revenues to transportation projects that will help the regions meet the 
greenhouse gas targets established by the California Air Resources Board under Senate Bill 375. 
 
SACOG’s adopted state advocacy principles support seeking funding from Cap-and-Trade revenues to 
implement the MTP/SCS (Attachment A).  SACOG has also endorsed a proposal by the Transportation 
Coalition for Livable Communities which calls for spending the fuels portion of Cap-and-Trade revenues 
on transportation, with most of the revenue going straight to MPOs to implement SCSs (Attachment B).  
At the first of the year, the Governor released a Cap-and-Trade expenditure proposal (Attachment C) that 
was a one-year plan, providing a relatively small percentage of funds for SCS implementation, and gave 
no authority to MPOs for determining how those funds would be spent.  A few weeks ago, Senate Pro 
Tem Steinberg released the attached bill concept outline for establishing a long-term expenditure plan for 
Cap-and-Trade  that provided very significant revenues for Cap-and-Trade revenues to SCS 
implementation (including funds specifically for transit and supportive affordable housing) (Attachment 
D).  About a week ago, a revised outline was published by leaders in the Senate (Attachment E).  Last 
Friday, the Senate Budget Subcommittee voted on the first year’s appropriations (Attachment F).  Finally, 
last Friday, the Assembly also released a proposal for one year of expenditures (Attachment G).    
  
Obviously, many policy, political and technical details remain unresolved, but the fundamental principles 
that led SACOG to join the Coalition proposal over a year ago still represent the organization’s interests, 
including:  long-term funding for transportation and land use projects that deliver high-performance, cost-
effective greenhouse gas reductions with local governments through their regional agencies in a 
prominent role analyzing the performance merits of competing projects and determining which to fund.  
Of the competing proposals published to date, the concepts in the Senate documents come the closest to 
matching those principles.   
 
 



The GRPA Committee lacked a quorum this month.  While most of those attending expressed supportive 
comments about the Senate concepts, one, and sometimes two, committee members expressed 
reservations.  The questions and concerns focus on whether any funding for high speed rail should be 
included, on the affordable housing provision, on whether the proposal should include support for road 
maintenance, and on whether SACOG should be supporting something in concept before bill language is 
published. 
 
Staff has been involved in numerous meetings over the last month advocating for the Board’s adopted 
principles.  While the outcome of this issue is not at all clear, there are significant resources in play, and 
staff believes the agency’s interests are best represented by SACOG continuing to be actively engaged.  A 
formal support in concept position on the activities in the Senate would be a useful action for the Board to 
take at this time.   
 
Approved by: 
 
 
Mike McKeever  
Chief Executive Officer 
 
MM:gg 
Attachments 
 
Key Staff: Erik Johnson, Acting Manager of Policy and Administration, (916) 340-6247 
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A Long-Term Investment Strategy  
for Cap-and-Trade Revenue 

 

INTRODUCTION 

California has long been an international leader on clean energy and climate efforts 
through energy efficiency requirements, renewable energy standards, natural 
resource conservation, and greenhouse gas emission standards for passenger 
vehicles.    

In 2006, California established  the  nation’s  benchmark for greenhouse gas emission 
reductions with the passage of AB32, the California Global Warming Solutions Act 
(Pavley). AB32 required the State Air Resources Board to develop a scoping plan, 
including direct regulations, performance-based standards, and market-based 
mechanisms to achieve this level of greenhouse gas emission reductions. 

The State Air Resources Board has implemented a Cap-and-Trade program under 
the general authority granted under AB32 to implement market-based mechanisms. 
But full pollution reductions cannot be achieved without a long-term strategy for 
investing  the  program’s  revenues  effectively  and  affordably.   
 
SB 535 (De Leon 2011) built upon the CA climate program by recognizing the 
disproportionate impacts of greenhouse gases on disadvantaged and low-income 
communities in California including, for example, higher rates of respiratory illness, 
hospitalizations, and premature death from inordinately substandard air quality.  It 
requires that 25 percent of cap and trade revenues be allocated to disadvantaged 
communities to reduce pollution. 

Through SB 375 of 2008 (Steinberg), the legislature recognized that without 
improved land use and transportation policy, California will not be able to achieve 
the goals of AB 32 because the transportation sector remained the single largest 
contributor of greenhouse gases of any sector in the State of California. 

This long-term investment strategy of Cap-and-Trade revenue is deliberately 
designed to achieve the objectives of AB32: a significant reduction in greenhouse 
gas  emissions  while  mitigating  a  disproportionate  impact  of  policies’  strategy  on  
California’s  low-income and disadvantaged communities. 

Fundamentally, this long-term investment strategy embodies the objectives of Cap-
and-Trade by ensuring that all expenditures are used to achieve maximum 
reductions in greenhouse gases. This long-term investment strategy is designed to 
curb human-induced global warming by reducing pollution from traffic and vehicle 
trips through retrofitting our communities with more affordable and efficient transit, 
housing, and land uses. In doing so, this long term investment strategy will 
improve public health and help Californians save money with convenient and 
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affordable alternatives to spending more of their family budgets on ever-increasing 
fuel costs at the pump. 

The objectives of this strategy will not be met overnight.  It will take time and a 
long term commitment to witness the environmental dividends of these 
investments. That is why it is imperative to act now. 

 

### 

 

 



FRAMEWORK 

All investments must:  

¾ Lead to reductions in greenhouse gas emissions, consistent with AB32 
(Pavley) of 2006; 

 

¾ Be subject to a competitive ranking process to ensure those projects 
providing maximum feasible reductions in greenhouse gases are funded; 
 

¾ Meet all existing constitutional and statutory requirements for use and 
allocation of Cap-and-Trade funds, including, but not limited to:  

o California Constitution Article XIII,  

o SB375 (Steinberg) – The Sustainable Communities and Climate 
Protection Act of 2008, relating to transit-oriented development, 

o SB535 (De Leon) – The California Communities Healthy Air 
Revitalization Trust of 2011, relating to ensuring disadvantaged 
communities receive at least 25% of funds, 

o SB1018 (Budget Committee) of 2012, relating to agencies carefully 
reporting, documenting and justifying expenditures of funds to 
protect against lawsuits. 

 

 

INVESTMENT STRATEGY 

I. A Permanent Source of Funding for Transit (25%) 
a. Purpose: Transit construction and operations. 

b.  Parameters:   

i. At least 5% of the transit amount would have to be used for direct 
transit assistance to consumers (could be in the form of passes, 
additional access, etc.). 

 
 

II. A Permanent Source of Funding for Affordable Housing and 
Sustainable Communities (at least 20%) 
a. Purpose:  Support regional sustainable communities strategies including 

investments in affordable housing, transit-oriented development, land use 
planning, active transportation, high density mixed use development, 
transportation efficiency and demand management projects.   



b. Parameters: At least half of these funds (equivalent to at least 10% of 
total allocations) shall be used for affordable housing, centered in transit-
oriented development and consistent with GHG reduction strategies. 

 

III. Low Carbon Transportation  (15%) 
Purpose:  Funding  a  comprehensive  vision  for  cleaning  up  the  state’s  cars,  
trucks, buses, and freight movement to meet federally mandated clean air 
requirements  and  California’s  long-term GHG goals.  Specifically, providing 
funding for heavy-duty freight (including independent truckers), electric 
vehicle programs and rebates, and off-road vehicles, among others. 
Additionally, establishing programs for low and moderate-income earners. 
 

IV. Energy (13%)  
Purpose: Energy efficiency and renewable programs for low-income and 
commercial/industrial users, projects for agricultural energy, green bank 
funding for both commercial scale technology deployment and clean tech 
innovation. 

 

V. Natural resources and Waste Diversion (7%)  
Purpose:  Urban forestry and parks in disadvantaged communities.  Water 
efficiency infrastructure projects, forestry and landscape issues, wetland 
development, waste diversion and recycling. 

 

VI. A Permanent Source of Funding for Intercity Rail and/or High 
Speed Rail (not more than 20%)  
Purpose: Ongoing source for construction and operations of Intercity Rail 
and/or HSR. 
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invested in a manner that is consistent with the sustainable communities 
strategy (SCS) (or alternative planning strategy [APS] if applicable) within a 
region that includes a metropolitan planning organization. For regions that do 
not contain an MPO, Cap and Trade funding shall be used for projects that 
reduce GHG emissions and are consistent with state guidelines, consistent with a 
regional transportation plan or other regional plan that includes a plan for 
reducing GHG emissions. When a region receives funding for this program that 
exceeds the RTP revenue forecast by more than 5 percent, the difference 
between forecast and the actual funding made available to the region shall be 
invested in projects and services that are consistent with state guidelines and 
either accelerate the delivery of projects or service enhancements in the RTP 
that reduce GHG emissions or are new projects not included in the fiscally 
constrained RTP.   
 

b. The State Controller shall allocate funds to applicable Regional Transportation 
Planning Agencies (RTPAs) and Local County Transportation Commissions (LCTCs) 
to fund transit operating costs or transit capital consistent with the formulae and 
purposes of the State Transit Assistance (STA) program (Pub Utilities Code §§ 
99313 & 99314) in the following manner: 
 

i. 50% of the funds shall be apportioned to RTPAs and LCTCs by population, 
consistent with the formula, eligibility and process of Section 99313, 
except that the RTPAs and LCTCs shall award the funds to public 
transportation operators based on a competitive process developed with 
collaborative input from transit operators that takes into account the 
cost effectiveness of greenhouse gas emission reductions associated with 
the investments. Operators may submit multi-year claims to fund service 
improvements over multiple years. Operators shall submit a claim or a 
number of claims to the RTPA or LCTC for a proposed program of 
expenditures for the upcoming year that quantifies the GHG emission 
reductions the proposed program of expenditures would achieve, 
describes how the expenditure is consistent with the SCS (or the APS) as 
applicable, or the regional transportation plan (or other regional plan) as 
applicable, and a description of the technical methodology used to obtain 
that result.  The claims funded by RTPAs or LCTCs shall equal the 
estimated amount of funding the region will receive for this program.  
 

ii. Fifty percent of the funds shall be apportioned to RTPAs or LCTCs 
proportionately based upon operator revenue consistent with the 
formula, eligibility, and process in Section 99314.  The RTPA or LCTC shall 
apportion these funds to each public transportation operator in its region 
based on the same formula.  Operators may submit multi-year claims to 
fund improvements to service relative to when the claim was submitted. 
Operators shall annually develop and submit a claim to the RTPA or LCTC 
for a proposed program of expenditures, by priority, for the upcoming  
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year, based on 120% of the estimated amount that will be apportioned to 
each operator in the region based on their share of the STA revenue-
based formula.  Each submittal shall quantify the GHG emission 
reductions the proposed program of expenditures would achieve, how 
such expenditures are consistent with (or in addition to) the SCS (or APS) 
as applicable, or the regional transportation plan (or other regional plan) 
as applicable, and a description of the technical methodology used to 
obtain that result. The RTPA or LCTC shall verify that the final proposed 
program of expenditures, if implemented, would be consistent with 
either the applicable approved sustainable communities strategy or 
alternative planning strategy, within existing urbanized or developed 
areas in regions with an MPO, or, for regions that do not have an MPO, 
that such expenditures shall reduce greenhouse gas emissions consistent 
with the regional transportation plan or other regional plan. The amount 
of approved expenditures shall equal the actual funding made available 
by the State Controller.  
 

iii. 5% of the total funds specified in this section 6.b. shall be expended for 
customer assistance programs that enhance transit ridership, which could 
include transit pass programs or other forms of access-to-transit 
improvements, and could include an emphasis on assisting transit riders 
or potential transit riders in disadvantaged communities. 
 

c. In counties with only one public transportation operator in the jurisdiction of a 
county-level RTPA or LCTC, the RTPA or LCTC may waive the competitive 
requirements of 6.a.i. and instead allocate the funds solely subject to the 
formula and processes in 6.b.ii. 
 

d. Allocation of funds shall not be subject to any other eligibility, compliance, or 
restriction other than those set out in the STA program.  
 

e. The Air Resources Board shall standardize the definition and measurement of 
GHG emission reductions by public transportation operators under this program, 
and shall establish the methods to be used by the MPOs, RTPAs, and LCTCs, for 
evaluation, monitoring, and verifying expenditure effectiveness. The state shall 
also provide for accountability and transparency procedures or requirements, 
including public participation requirements, in the development of the proposed 
expenditure programs by public transportation operators and in the 
development and implementation of the compliance findings by the MPOs, 
RTPAs, or LCTCs, including provisions that cover expenditures proposed by an 
RTPA or LCTC that is also a public transportation operator.  
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f. Before an RTPA or LCTC may award funds, the appropriate MPO, based on the 
definition and measurement methodology established by the state relative to 
GHG emission reductions, shall make a finding of compliance with the 
implementation or consistency requirements relative to the applicable SCS (or 
APS if applicable) regarding each proposed program of expenditures of these 
funds by each operator in the MPO’s jurisdiction. For regions not within an MPO, 
findings of compliance with the implementation or consistency requirements of 
the regional transportation plan (or other regional plan) shall be made by the 
appropriate RTPA or LCTC. 
 

g. In the region of the Southern California Association of Governments (SCAG), the 
county-level RTPAs or LCTCs shall make the finding of compliance with the 
implementation or consistency requirements relative to SCAG’s approved 
sustainable communities strategy or alternative planning strategy regarding the 
proposed program of expenditures of these funds by each transit operator in the 
given RTPA’s or LCTC’s jurisdiction.  
 
In Los Angeles County, the RTPA may subject the allocation of the PUC section 
99314 funds to public transportation operators in its region pursuant to the 
processes provided for in 6.b.i., above, and, the RTPA may subject the allocation 
of PUC section 99313 funds to public transportation operators in its region 
pursuant to the processes provided for in 6.b.ii., above. 
 

7. All public transportation operators, whether they historically have or have not received 
formula funds from the state, including intercity rail agencies and commuter rail 
agencies, should be eligible recipients for any Cap and Trade funds made available for 
sustainable communities implementation programs. Such a program should otherwise 
reflect the detailed proposal for sustainable communities implementation made by the 
Transportation Coalition for Livable Communities. 
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Attachment G 
 
 

Senate Budget Subcommittee Action  
Friday, May 23, 2014 

 
SENATE PROPOSAL: 
 
The Governor’s proposal (summarized below) is a good starting point for the allocation of cap 
and-trade auction proceeds. 
 
The following proposals for the budget year would be subject to a long-term funding plan 
adopted in a trailer bill. 
 
No funds would be spent prior to the enactment of this bill: 
 
• $300 million for rail modernization that includes high speed rail, transit, and inter-city rail. 
• $100 million for sustainable communities. 
• $100 million for low-carbon transportation. 
• $150 million for transit. 
• BBL to transfer high-speed rail funds. 
 
 
GOVERNOR’S PLAN SUMMARY: 
 
The Governor’s budget proposes to spend $850 million from cap-and-trade auction revenue in 
2014-15. Of that amount, $550 million is allocated to transportation-related activities. Proposed 
trailer bill language (TBL) requires 33 percent of future auction proceeds to be allocated to high-
speed rail and proposed budget bill language (BBL) allows for the transfer of these funds 
between high-speed rail budget items. 
 
The Governor’s proposal includes the following transportation-related proposals: 
 
• $250 million for high-speed rail planning, land acquisition and construction. 
• $200 million for low-emission vehicle rebates and incentives for low-emission vehicles. 
• $100 million for transit-oriented development grants (sustainable communities). 
• $50 million for inter-city rail grants. 
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