Potential Transportation Recommendations — for Cross Sector Mitigation Discussion

Context:

In the December 2021 adopted Climate Action Plan, the Vermont Climate Council (VCC) voted
to recommend joining the Transportation & Climate Initiative Program (TCI-P) — a regional cap-
and-invest program — as a primary policy and regulatory approach to reduce emissions from the
transportation sector. Mere weeks prior to the deadline for the Climate Action Plan (CAP)
adoption, TCI-P became unviable, and the VCC agreed to include a notice in the CAP that we
would continue work on an alternative recommended policy or set of policies to TCI-P (as well
as pursue TCI-P if it again became viable). The Council-adopted addendum to the CAP stated
that:

“The only currently known policy options for which there is strong evidence from other
states, provinces and countries of the ability to confidently deliver the scale and pace of
emissions reductions that are required of the transportation sector by the GWSA are one
or a combination of:

a) a cap and invest/cap and reduce policy covering transportation fuels
and/or

b) a performance standard/performance-based regulatory approach covering
transportation fuels

Importantly, based on research associated with their potential implementation, these
approaches can also be designed in a cost-effective and equitable manner."

The Transportation Task Group, Cross Sector Mitigation Subcommittee, and the VCC identified
a timely opportunity to undertake the analysis required to understand a potential preferred
recommendation or set of recommendations to fill the transportation gap in the 2021 Climate
Action Plan. That opportunity was the Carbon Reduction Strategy (CRS) and its accompanying
planning and public engagement process.

To access federal Infrastructure and Jobs Act Funding, the Federal Highway Administration
required states to develop a CRS and plan to help identify priority pollution-reducing
transportation strategies and investments of those dollars. The VCC looked to leverage this
opportunity — widening the view and utility of the CRS effort and analysis beyond what was
required of the FHWA — agreeing to utilize this planning process to inform the potential
additional recommendation/set of recommendations to fill the transportation gap in the
December 2021-adopted CAP. Similarly, the Legislature, in the 2023 Transportation Bill, also
looked to the CRS to “identify and evaluate the effectiveness of other policies and programs to
reduce transportation sector greenhouse gas emissions as required by the Global Warming
Solutions Act... and as identified in the Vermont Climate Action Plan.” Further, the Legislature
asked for the CRS to include: “an analysis of the potential to generate revenue sources sufficient
for ongoing greenhouse gas emissions reduction and implementation; and (B) recommendations
regarding additional policy or revenue sources to close any implementation gas identified in



https://outside.vermont.gov/agency/anr/climatecouncil/Shared%20Documents/Initial%20Climate%20Action%20Plan%20-%20Final%20-%2012-1-21.pdf
https://outside.vermont.gov/agency/anr/climatecouncil/Shared%20Documents/(19)%20Transportation%20Recommendations%20Addendum%2011_14_22.pdf
https://legislature.vermont.gov/Documents/2024/Docs/ACTS/ACT062/ACT062%20As%20Enacted.pdf

subdivision (a)(1)(B) of this section.” (Note: Subdivision (a)(1)(B) directs the Vermont Agency of
Transportation to develop a methodology to measure the gap between emissions reductions
achievable by the State’s Transportation Program/capital budget and those required by the
Global Warming Solutions Act — 10 V.S.A Section 578).

On November 17, 2023, the Agency of Transportation delivered the final Carbon Reduction
Strategy plan to the Federal Highway Administration. The CRS analysis projects meeting the
2025 reduction requirement but even with additional investments for programmatid, policy,
and regulatory bptions, the modeling shows a%@gniﬁeant[—gaps between projected “business as

usual” (“BAU”) emissions vs. the everal-and-transportation sector specificemissions reductions
necessary-byrequired for both 2030 and 2050. it i i
nvestments-beyend-the BAU the-medeling-shows that a significant-gap is expected without
adoption of additional policies. The CRS reaffirms that without adoption of additional polices
the required emissions reductions will not be met timely and states that:

“Of the additional programs, a cap-and-invest and/or Clean Transportation Standard

program are likely the two most promising options to close the gap in projected
emissions vs. required emissions levels for the transportation sector, in addition to the
Advanced Clean Fleets standard.” recommendations-intheinitial CARPand-the

Hewever;While the the CRS provides considerations for actions towards those additional policy
options, it falls short of a concrete, clear recommended-path-ferwardation for adoption of one.
As such, there is a need for further, more detailed analysis of these policy options for VCC

consideration and potential recommendation of a final proposed policy recommendation or set
of recommendations.

Building off the CRS, this memo represents the recommendation of the Transportation Working
Group to the Cross-Sector Mitigation Subcommittee for a process to arrive at one or more

specific policy recommendations to reduce transportation sector GHG pollution in line with
GWSA obligations.

We recommend the following next steps for reducing transportation sector GHG pollution as
required by the GWSA:

1. An independent analysis be undertaken by an expert in comprehensive transportation policy,
with a core focus on emission reductions and economic modeling to understand and compare
the options of Vermont joining either:

a) The Western Climate Initiative (WCI) cap and invest program with Quebec, California,
and Washington State.

\ required emissions levels for the transportation sector, in
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or
b) New York’s impending rule for their cap and invest program (NYCI). This should also
consider the potential economic costs and impacts of Vermont not joining NYCI’s
program.

Specifically, that analysis should assess the pros, cons, and key considerations of
Vermont joining for eaeh-either program. fThis should include, at minimumi:
o Projected emissions reductions

o Revenue generation, aleeatienallocation, and ability to invest resulting

revenues for equitable emissions reduction strategies

o Potential cost per ton/per pollution allowance

o Potential resulting benefits beyond emissions reduction (micro and macro

economic effects, including reductions in fossil fuel spending for transportation;

health effects, etc.)

o _o—Implementation/ administrative questions, including auction
process/platform; covered entities; needed staff capacity in Vermont the
ability to join each program in a sector-specific way (i.e., covering
transportation fuels) as compared to multi-sectoral coverage, including
transportation, industrial, waste, potentially other sectors,

.
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0 Economic impacts to Vermonters including benefits and costs accruing to

Vermonters, by economic and other demographics

o Total administrative resource cost estimates

o e—Potential timeline for joining, implementation, and being able to make -
investments with resulting revenue
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The analysis should alse-explore a Low Carbon/Clean Transportation Standard as a
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policy complementary to cap and invest and/or other potential complementary policies
(feebate etc.) The analysis process should provide for irelude a robust public
engagement component to hear from key stakeholders and Vermonters on program
choice and design implementation. This should be coordinated with the Just Transitions
Subcommittee. It should also

e—Mmake a recommendation for a potential preferred policy path forward. «
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ég. Vermont seek to initiate discussions with New York State to more closely understand
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