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will consider credits for avoided deforestation and A&R.
Doing so could present difficulties if the WCI tries to link

with the European trading system, some have said.
"I'm confident that Carb is moving forward in the mindset

of linking up not only with anational scheme, but with an
international scheme," Seville said. "It'll probably be a bit
messy, but I do think they'll be incorporated once the US
participates internationally, because they are going to play
such an important role in California and in the WCI."

What to do with revenue generated from the programme
is another issue Carb must wrestle with.

"They'll have to decide what to do with a multi-million
dollar revenue stream coming in, and protecting that from
other competing revenue demands," Cantor C02e's Margolis
said. "If that money is not protected, it's going to make
more difficult our challenge to meet the goals, and more
expensive," he said.

The current plan suggests that the revenue will go
towards energy efficiency and renewables, as well as helping
ratepayers cope with higher utility bills, among other things.

But, once again, it will be up to Carb to decide how
to distribute the money. And there is still opposition to
California's plan to be dealt with.

Environmental activists have staged several disruptive
protests at Carb meetings, arguing that the cap-and-trade
programme will merely enrich polluters, while doing
nothing to help the environment. However, the plan does
enjoy the strong support of some environmental groups, such
as the Natural Resources Defense Fund.

Some of the state's more conservative lawrnakers have
indicated that they will work hard to block the plan. One
Republican party member in the state House has even
introduced a bill that would negate the originallegislation.
But this bill is not expected to move out of committee.

During recent negotiations over the state's huge budget
deficit in early February, Republicans tried to force Democrats
and the governor to trade environmental regulations in
return for budget compromises.

State environmentalists cried foul, saying that those
regulations, like the emissions reduction plan, have no impact
on the immediate budget.

Mter a lengthy battle, Republican attempts to weaken the
plan were fended off. The'budget, which closed the state's $42
billion shortfall, achieved balance through steep spending
cuts, borrowing, and new taxes.

But the Republican attempt sends a signal that they will
fight against cap-and-trade.

But Republican opposition is just one issue. Covered
entities like utility companies and manufacturers are likely to
take legal action once Carb begins adopting regulations.

"Without a realistic assessment of the impact that the
(plan) will have on existing jobs in California, the California
Chamber of Commerce is certain that the state is headed
down a path that will slow economic recovery and delay a
long-term solution to the budget crisis," said Amisha Patel, a .
policy advocate for the Chamber.

While no suits have been filed yet, it is expected that
opponents will be well positioned since so much of the
regulation is being done through rulemaking, as opposed to
having the details approved in legislation.
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Carb officials have already said they are expecting suits,
and will be prepared.

Both proponents and objectors will be watching carefully
for economic impact studies. Some that have been completed
have reached contradictory conclusions.

A Carb study found that the plan would grow the state's
economy. A peer review of the study challenged that
assertion, however, saying that Carb had been too positive in
its assessment. Carb's Young said that more economic analysis
will be conducted in the future.

One likely scenario is that California and its regional
partners will be absorbed into anational trading scherne.

President Barack Obama favours anational cap-and-trade
programme, as do many state governors (see pages 22-23).

But that will require federallegislation, and previous
attempts have failed. There are still reasons to believe that
proponents are still far from the 60 votes they need to pass the
legislation in the Senate in 2009 or perhaps even 2010.

Interestingly, however, nearly all the key politicians in
Washington DC on cap-and-trade are from California.

The Senate bill is expected to be worked out in the
environment and public works committee, which is chaired
by California Democrat Barbara Boxer. She has indicated that
she might want to follow the "California approach" to cutting
emissions in her cap-and-trade bill.

The House of Representatives bill will be worked out in
the energy and commerce conunittee, which is now chaired
by California Democrat Henry Waxman. The Speaker of the
House, who decides how quickly a bill moves to the floor for a
vote, is California Democrat Nancy Pelosi.

Having those people in such prominent positions bodes
weIl for California, which has made certain demands about
what it needs before it will agree to give up its plan for
participation in anational scheme.

Chief among those demands are that it be allowed to keep
its targets if a p.ational plan sets weaker goals, and that it
receive "eariyaction credits" for the work it has already done.

i!hat essentially means federal money, and given its giant
budget deficit, any funds are welcome.

"We will be better off in a carbon-restrained eco"nomy,"
said CantorC02e's Margolis. "But it's going to take some fine
stepping to ensure that we get there in one piece." •
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