May 21, 2025

Senate Pro Tem Mike McGuire
1021 O Street, Suite 8518
Sacramento, CA 95814

Senator Catherine Blakespear

Chair, Senate Environmental Quality Committee
1021 O Street, Suite 7720

Sacramento, CA 95814

Senator Ben Allen

Chair, Senate Budget Committee Sub 2
1021 O Street, Suite 6610

Sacramento, CA 95814

Assemblymember Steve Bennett

Chair, Assembly Budget Committee Sub 4
1021 O Street, Suite 4710

Sacramento, CA 95814

Assembly Speaker Robert Rivas
1021 O Street, Suite 8330
Sacramento, CA 95814

Assemblymember Isaac Bryan

Chair, Assembly Natural Resources Committee
1021 O Street, Suite 5630

Sacramento, CA 95814

Senator Monique Limén

Chair, Senate Climate Working Group
1021 I Street, Suite 7610

Sacramento, CA 95814

Assemblymember Jacqui Irwin

Chair, Assembly Cap & Trade Working Group
1021 O Street, Suite 6220

Sacramento, CA 95814

Re: Reject Governor Newsom’s Proposal for Reauthorizing Cap-and-Trade

Dear Pro Tem McGuire, Speaker Rivas, Senator Blakespear, Assemblymember Bryan, Senator Allen,
Senator Limoén, Assemblymember Bennett and Assemblymember Irwin:

The undersigned organizations write to implore you to reject Governor Newsom’s proposal for
reauthorizing California’s Cap-and-Trade program (potentially renamed “Cap-and-Invest”). Urgent action
is needed to ensure we are addressing affordability and equity issues within the program, and to protect
critical climate investments for communities already suffering from the impacts of climate change.

Regressive cost impacts will persist and increase under the Governor’s proposal. California has
ambitious climate pollution reduction goals, which science tells us are necessary to avoid the most

dangerous impacts of climate change. Time is running out, making action towards our state’s climate

ambition more important than ever. The Governor’s proposal lacks necessary program reforms to ensure
the future of climate action is equitable, affordable, and meaningful enough to meet this moment.

The Administration’s proposal does not take control of who pays for these increased costs by adjusting
allowance distribution in the program. In AB 398 (E. Garcia, 2017), the “industry assistance factor” was
set at 100% for all industries - regardless of leakage risk. The biggest beneficiary of that policy change
was the oil and gas industry, which received approximately $300 million in free allowances in the first

year that the industry would have otherwise had to purchase at auction - directly robbing our communities
of critical revenue to the Greenhouse Gas Reduction Fund or California Climate Credit. In 2024 alone,
the allowances given freely to the oil and gas industry are estimated to be valued at over 3890 million -



and that value is expected to increase as the program becomes more stringent. That’s why over 40
environmental, environmental justice, housing, transit, agriculture, and public health organizations signed
a letter urging the Legislature to revisit this burdensome choice.

During a multi-billion dollar budget deficit year, the Governor is leaving money on the table by
reauthorizing the Cap-and-Trade Program without shifting funds from oil and gas industry subsidies to
support critical climate investments and efforts to address affordability concerns for low-income
Californians through GGRF programs and/or the Climate Credit. Given the current affordability crisis that
will get worse as fossil energy prices inevitably increase - California simply cannot afford to continue to
subsidize the oil and gas industry to the level prescribed in the Governor’s proposal.

Using the Greenhouse Gas Reduction Fund to backfill general fund expenditures would harm
frontline communities. Communities that live directly next to facilities regulated by Cap-and-Trade

already pay a price in the form of continued pollution in their backyards. The program was designed to

invest revenue from credits into those communities in an effort to mitigate those continued emissions, and
in recognition that our communities have urgent adaptation needs resulting from decades of disinvestment
that will not be met without public investment. The Governor’s proposal to lock up more than half of
projected GGRF revenues for projects and programs that do not directly benefit frontline communities is
in direct contradiction to statute (SB 535 - 2012, AB 1550 - 2016), which requires that at least 35% of
GGRF dollars directly benefit Disadvantaged and Low-Income Communities and/or households. The
Governor’s proposal removes legislative discretion to spend GGRF dollars where they are most needed -
putting Californians at further risk of increased affordability and public health impacts from continued
pollution and more frequent catastrophic climate events.

We urge the Legislature to reject the Governor’s proposal and to follow the recommendations of a recent
letter submitted by over 80 organizations urging a spending plan that prioritizes equity and affordability.

General fund backfill is not necessary. The Governor’s January Budget Proposal and May Revision
include several expenditures that are not urgent or necessary, or fail to align with California’s broader
goals. For example, Caltrans annual budget is over $17 billion dollars, with much of it going to highway
expansion that harms our communities and undermines our emission reduction goals. Flexing STIP,

SHOPP and IIJA dollars away from highway expansion and toward vital walking, biking and transit
needs would cut emissions and restore previous and proposed cuts in the general fund to support
sustainable transportation options.

The Governor also proposes allocating millions of dollars to unnecessary projects that do not warrant
priority at this time. The Governor’s “return to work™ order for state employees will cost California
millions of dollars just in space renovations, increased rental payments, and parking facilities. Several
new websites, “belonging” initiatives, the Olympics, and other special projects are also included as
additional expenditures. All told, according to the Legislative Analyst’s Office (LAQO) the Governor is

proposing nearly $2 billion in new revenue and spending proposals, which we agree should be carefully

scrutinized to ensure that anything that is not urgent or required is not taking priority over protecting
funding for consistent fire response or critical climate and affordability programs.


https://drive.google.com/file/d/1Y2GPGc23Zu1kQHG0mzLMeModevSWjv59/view?usp=sharing
https://drive.google.com/file/d/1Y2GPGc23Zu1kQHG0mzLMeModevSWjv59/view?usp=sharing
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https://lao.ca.gov/reports/2025/5044/2025-May-Revision-Initial-Comments-051725.pdf

Further, the Governor failed to propose any new revenue generating mechanisms, such as increased
corporate or wealth taxes or fees that would help offset cuts to critical programs, despite proposed federal
tax cuts expected to primarily benefit corporations and the wealthy. As some advocates say: this isn’t a
budget crisis - it’s a crisis of our values. We believe California, as the fourth largest economy in the world,
can and must do better.

We also agree with Chair Bennett’s recent remarks that moving an essential government service from the
General Fund to GGRF to be extremely unwise, given the fluctuating nature of the GGRF and the
inevitability of a significant decrease in revenue over time. Something as essential as fire response needs a
consistent source of investment and a commitment from the general fund.

Giving industry what they want won’t protect California or consumers. In 2017, the Legislature gave
the industry all of their asks (and then some) for the Cap-and-Trade extension in AB 398 and AB 617.

That action did not prevent cost increases - in fact, consumers saw increasing costs while industry saw
increased profits. Decades of economic research has proven that “trickle down economics” does not
work. Further, giving the industry their asks for the program renewal again this year will not insulate
California from continued attacks from the federal administration, which is also being actively lobbied by

the oil industry to gut state climate programs.

In this time of federal upheaval, California needs to push forward to protect our communities. The
Legislature must take control of this program by making it ambitious enough to realize meaningful
emissions reductions and generate substantial revenue to address affordability for all Californians.

To the extent that the Legislature intends to prioritize affordability, meaningful climate action, equity, and
investment in our future economy - we agree that these issues are essential to address, along with other
reforms and priority investments. Acquiescing to the Governor’s misguided proposal would result in
severe impacts on the communities we represent, and we look forward to further discussion of how to
build a better program to serve our communities and our climate for the next twenty years. If you have
any questions, please do not hesitate to contact Katie Valenzuela (katie@everydayimpactconsulting.com).

Sincerely:

Zack Deutsch-Gross Beth Smoker

Transform California Food and Farming Network
Margaret Reeves Iman Sylvain, PhD

Pesticide Action Network Rails to Trails Conservancy

Kristina Sinclair Jennifer Clary

Center for Food Safety Clean Water Action

Dr. Catherine Garoupa Jamie Fanous

Central Valley Air Quality Coalition Community Alliance with Family Farmers


https://www.sierraclub.org/sierra/trump-executive-order-big-oil-seeks-shield-itself-climate-liability
https://www.sierraclub.org/sierra/trump-executive-order-big-oil-seeks-shield-itself-climate-liability
mailto:katie@everydayimpactconsulting.com

Laurel Paget-Seekins, PhD
Public Advocates

Faraz Rizvi

Asian Pacific Environmental Network

Brian Shobe

California Climate & Agriculture Network

Lindsey Pratt
Sierra Harvest

Cathryn Couch
Ceres Community Project

Jennifer Grissom
Food Access Los Angeles

Helen Dodd
Farm2People

Michael R. Dimock
Roots of Change

Teresa Cheng
Industrious Labs

Dan Ress

Center on Race, Poverty & the Environment

Torri Estrada
Carbon Cycle Institute

Lolly Lim
The Greenlining Institute

Lauren Gallagher
Communities for a Better Environment

Jo Ann Baumgartner
Wild Farm Alliance

Ellie Cohen
The Climate Center

Dave Henson
Occidental Arts and Ecology Center

Kevin Hamilton
San Joaquin Valley Medical Advocates for Healthy Air

Nile Malloy
California Environmental Justice Alliance Action

Miguel Miguel
Sierra Club California

Addison Peterson
California Certified Organic Farmers

Asha Sharma
Leadership Counsel for Justice & Accountability

Cc: Kip Lipper, Office of Pro Tem Mike McGuire, kip.lipper@sen.ca.gov
James Barba, Office of Pro Tem Mike McGuire, james.barba@sen.ca.gov
Susan Chan, Office of Assembly Speaker Robert Rivas, susan.chan@asm.ca.gov
Jack Christensen, Senator Blakespear’s Office, jack.christensen@sen.ca.gov
Caleb Rabinowitz, Assemblymember Bryan’s Office, caleb.rabinowitz@asm.ca.gov
Eric Walters, Senate Environmental Quality Committee, Eric. Walters@sen.ca.gov
Lawrence Lingbloom, Assembly Natural Resources Committee, Lawrence.Lingbloom@asm.ca.gov
Sam Mahanes, Assemblymember Irwin’s Office, samuel.mahanes@asm.ca.gov

Samantha Omana, Senator Limoén’s Office, samantha.omana(@sen.ca.gov
Lauren Sanchez, Governor Newsom’s Office, lauren.sanchez@gov.ca.gov
Members, Senate and Assembly Working Groups
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