
 1 

MEMO 
RE: SB 535 Funding Opportunity 

 
Date: March 17, 2014 
To: Participants of the Investment Justice/ SB 535 Workshop  
Author: Isella Ramirez, Graduate Student Researcher for the Luskin Center for Innovation  
 
 
Introduction:  
In 2006, the state of California adopted AB32, a cutting edge regulation that prompted the 
California Air Resources Board (ARB) to identify a systemic and effective way of reducing 
greenhouse gas emissions in California to 1990 levels by 2020. After much public debate & 
research, ARB decided to use a market-based cap and trade system to acquire funds and 
prompt California emitters to significantly reduce their emissions. The ARB is to organize 
quarterly auctions for the sale of current and vintage allowances.  
 
Since November 2012, ARB has held a total of six auctions. The last auction occurred on 
February 19, 2014 and it included a current auction of 2014 allowances and an Advanced 
Auction of 2017 vintage allowances. The Governor’s current proposed budget includes 
$850 million in revenues from the cap and trade program.  
 
Estimates of the Funding Opportunity:  
The State of California has not released estimates of funds raised for the length of the cap 
and trade system, nor is staff able to comment on estimates provided by consultants and 
other private entities (such as policy advocacy organizations). Doing so would involve a 
great deal of speculation. 
 
With that caveat, however, the regulation provides that auction reserve prices will increase 
each year by 5% plus the annual rate of inflation. Given this information, policy advocacy 
organizations and other private entities have published their own estimates of the funding 
opportunity from AB32.  
 
The ICF International is a well-respected private consulting firm that: advise clients, 
implements & manages technological, organizational, and management solutions and 
works to increase the efficiency of their clients. In December 2013, they published a 
presentation for The Energy Foundation titled, “Modeling the Economic Impacts of AB 32 
Auction Proceeds Investment Opportunities.” Within that presentation, the ICF estimates 
that given the total cap allowances and their prices, the state should see a value of $6-$8 
billion each year (ICF, 4, 12).  
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In a presentation about Cap and Trade, Kristin Eberhard of NRDC, provided the following 
graph:  

 
Source: NRDC  

 
As per NRDC’s estimate, AB 32 should result in about $49.5 billion dollars across the length 
of the regulation. SB 535 calls for 25% of those funds (about $12.4 billion) to benefit 
disadvantaged communities.  
 
Conclusion: 
There is no official estimate of the amount of monies that will be in the Greenhouse Gas 
Reduction Fund, but both NRDC and the ICF provide similar estimates of nearly $49 billion 
total for the 2012-2020 period. As required by SB 535, at least 25% of the funding, or 
approximately $12 billion in this scenario, should go to benefit disadvantaged 
communities. These numbers are nearly estimates involving many assumptions with many 
details yet to be decided by State decision makers.  


