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1.INTRODUCTION

The California Air Resources Board (CARB) released a draft environmental impact analysis
(EIA) for the Proposed Regulatory Amendments to the Cap-and-Invest Program, herein
referred to as the Proposed Amendments (i.e., the proposed project under the California
Environmental Quality Act [CEQA]). CARB circulated the Draft EIA for public review on
January 23, 2026 for a 45-day public review and comment period that closed on March 9,
2026. Staff released 15-day changes to the Proposed Amendments on April 14, 2026, and the
comment period on the proposed 15-day changes closed on May 4, 2026. CARB will present
the Proposed Amendments to CARB’s Board on May 28, 2026, for its consideration. Written
comment letters received on the Draft EIA are provided on CARB’s website at
https://carb.commentinput.com/comment/extra?id=pNeRj64MA&lang=en.

CARSB staff carefully reviewed all comment letters received in the rulemaking record to
determine which raised significant environmental issues related to the analysis in the Draft
EIA. This document includes CARB staff’s written responses to that subset of comments and
will be provided to the Board for consideration prior to it taking final action on the Proposed
Amendments, as amended through public input.

Although this document includes written responses only to those comments related to the Draft
EIA, all other comments received will be responded to in the Final Statement of Reasons for
the Proposed Amendments. The public hearing notice and related rulemaking materials (e.g.,
Staff Report (Initial Statement of Reasons), regulation order, and EIA) for the Proposed
Amendments are provided on CARB’s website at https://ww2.arb.ca.gov/rulemaking/2026/cap-
and-invest2026.

1.1 REQUIREMENTS FOR RESPONSE TO
COMMENTS

These written responses to public comments on the Draft EIA are prepared in accordance with
CARBPB’s certified regulatory program to comply with CEQA. CARB'’s certified regulations state,
in pertinent part:

California Code of Regulations, title 17, Section 60004.2(b)(3). Response to Public
Comment

CARB shall evaluate comments on environmental issues received during the noticed
comment period and shall respond as follows:

(A) Comments received during the noticed public comment period regarding environmental
impacts that may result from the proposed project shall be considered, and a written
response shall be prepared where required by section 15088 of title 14 of the California
Code of Regulations.
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(B) CARB may, but is not required to, respond to late comments made outside the noticed
comment period.

(C) When responding to a comment raising significant environmental impacts from a public
agency, a written proposed response shall be provided to that agency at least 10 days
prior to certifying an Environmental Impact Analysis.

(D) The response to comment may be prepared in the form of (1) a revision to the draft
Environmental Impact Analysis, (2) a separate section in or attachment to the Final
Environmental Impact Analysis, or (3) a separate response to comments document.

(E) The response to comment shall include the following:

1. Comments and recommendations concerning significant environmental issues
received during the noticed public review period on the draft Environmental Impact
Analysis, either verbatim or in summary;

2. Alist of persons, organizations, and public agencies commenting on the draft
Environmental Impact Analysis during the noticed public review period; and

3. The responses to significant environmental issues raised during the noticed public
review period.

Public Resources Code (PRC) Section 21091 also provides guidance on reviewing and
responding to public comments in compliance with CEQA. While this section refers to
environmental impact reports, proposed negative declarations, and mitigated negative
declarations, rather than an EIA, it contains useful guidance for preparing a thorough and
meaningful response to comments.

PRC Section 21091, subdivision (d) states:

(1) The lead agency shall consider comments it receives if those comments are received
within the public review period.

(2) (A) With respect to the consideration of comments received, the lead agency shall
evaluate any comments on environmental issues that are received from persons who
have reviewed the draft and shall prepare a written response pursuant to subparagraph
(B). The lead agency may also respond to comments that are received after the close of
the public review period.

(B) The written response shall describe the disposition of each significant environmental
issue that is raised by commenters. The responses shall be prepared consistent with
section 15088 of Title 14 of the California Code of Regulations.

Section 15088 of Title 14 of the California Code of Regulations (CCR) (known as the “CEQA
Guidelines”) also includes useful information and guidance for preparing a thorough and
meaningful response to comments. While this section refers to environmental impact reports,
proposed negative declarations, and mitigated negative declarations, rather than an EIA, it
contains useful guidance. It states, in relevant part, that specific comments and suggestions
about the environmental analysis that are at variance from the lead agency’s position must be
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addressed in detail, along with reasons why specific comments and suggestions were not
accepted. Responses must reflect a good faith, reasoned analysis of the comments.

Title 14 CCR Section 15088 (a-c) states:

(a) The lead agency shall evaluate comments on environmental issues received from
persons who reviewed the draft EIR and shall prepare a written response. The Lead
Agency shall respond to comments received during the noticed comment period and any
extensions and may respond to late comments.

(b) The lead agency shall provide a written proposed response to a public agency on
comments made by that public agency at least 10 days prior to certifying an environmental
impact report.

(c) The written response shall describe the disposition of significant environmental issues
raised (e.q., revisions to the proposed project to mitigate anticipated impacts or objections).
In particular, the major environmental issues raised when the Lead Agency’s position is at
variance with recommendations and objections raised in the comments must be addressed
in detail giving reasons why specific comments and suggestions were not accepted. There
must be good faith, reasoned analysis in response. Conclusory statements unsupported by
factual information will not suffice.

1.2 COMMENTS REQUIRING SUBSTANTIVE
RESPONSES

In compliance with CEQA, CARB has prepared written responses to those comments that may
raise “significant environmental issues” associated with the proposed action, as outlined in Title
17 CCR Section 60004.2(b)(3)(E). A total of 842 comments were submitted electronically on or
before March 9, 2026, to the 45-day comment docket set up for the Proposed Amendments
and its appendices, including the Draft EIA. Out of the 842 total comments received, 36 of the
comment letters were determined to include comments raising significant environmental issues
related to the Draft EIA and requiring a written response under CARB’s certified regulatory
program and CEQA. Additionally, staff released minor modifications to the proposed regulatory
text for a 15-day comment period which closed on May 4, 2026. Out of the 215 comments
received during the 15-day comment period, 62 of the comment letters were determined to
raise significant environmental issues related to the analysis in the Draft EIA. CARB staff were
conservative and inclusive in determining which comments warranted a written response,
including comments that did not mention the environmental analysis in the Draft EIA but that
raised issues related to potential adverse impacts of the Proposed Amendments.

This document provides responses to the comments that CARB staff determined may raise
significant environmental issues related to the Draft EIA. All other comments received will be
responded to in the Final Statement of Reasons for the Proposed Amendments, and all
comments will be taken into consideration when CARB staff present this item to the Board for
consideration at the May 28, 2026, Board hearing.
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All comment letters received on the Proposed Amendments, including those not responded to
in this document, are located at
https://carb.commentinput.com/comment/extra?id=pNeRj64MA&lang=en.
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2 RESPONSE TO COMMENTS

The comment letters responded to in this document were coded by the order in which they
were received and consistent with the comment docket opened for the Proposed Amendments.
As stated above, a list of all the comment letters received, including those not responded to in
this document are located at
https://carb.commentinput.com/comment/extra?id=pNeRj64MA&lang=en. Table 1 provides the
list of comment letters that contain substantive environmental comments received during the
45-day comment period. Responses are provided to the comments in this document that
CARSB staff determined raise significant environmental issues related to the Draft EIA and
require a response under CARB'’s certified regulatory program and CEQA. As previously
explained, CARB staff were conservative and inclusive in determining which comments
warranted a written response, even including comments that did not mention the analysis in
the Draft EIA but raised issues related to potential adverse impacts of the Proposed
Amendments.

In addition to the environmental comments addressed in this document, CARB staff will be
responding to all other comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons. All comments received during the 45-day
comment period and the 15-day comment period are part of the rulemaking record and were
provided to Board members for their full consideration before acting on the Proposed
Amendments, which will be considered during the May 28, 2026, Board hearing.

Table 1 List of Comment Letters

SLILESLE Date Name Affiliation
Number
17 March 4, 2026 | Nick Krebs Individual
18 March 5, 2026 | Donna Duperron and Torrance Area Chamber of Commerce
William Brandt

25 March 5, 2026 | Michael Dillinger Grassroots Carbon

33 March 6, 2026 | Tom Conforti Individual

37 March 6, 2026 | Dan Willis SFPUC Power Enterprise

42 March 6, 2026 | Gary Graham Hughes Biofuelwatch

46 March 9, 2026 | Katie Valenzuela Center on Race, Poverty and the Environment;
Central Valley Air Quality Coalition (CVAQ) et
al.

148 March 8, 2026 | Ram Duriseti Individual

170 March 8, 2026 | Asim Rustamov Individual
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Submission Date Name Affiliation
Number

189 March 8, 2026 | Auric Kantz Individual

200 March 8, 2026 | James Rankin Individual

275 March 9, 2026 | Angus E. Crane North American Insulation Manufacturers
Association

292 March 9, 2026 | Chloe Ames, et al NextGen California, Natural Resources
Defense Council, Environmental Defense
Fund, Earthjustice, The Climate Center,
California Environmental Voters, Coalition for
Clean Air, Union of Concerned Scientists,
Central California Asthma Collaborative,
Pesticide Action and Agroecology Network,
Office of Kat Taylor, California Climate and
Agriculture Network, Greenlining Institute,
Brightline Defense, and Climate Reality
Project: Silicon Valley Chapter

296 March 9, 2026 | Signed by Andy Walz; Chevron

Submitted by Henry
Perea

318 March 9, 2026 | Kyle Throop Individual

324 March 9, 2026 | Brian McDonald Marathon Petroleum Company LP

326 March 9, 2026 | Zsuzsanna Klara PCE, CEA, SDCP, RCEA, VCE

328 March 9, 2026 | Trudi Hughes California League of Food Producers

337 March 9, 2026 | Elizabeth Esquivel California Manufactures & Technology
Association

341 March 9, 2026 | Adarsh Srinivasan International Emissions Trading Association

347 March 9, 2026 | Michael Boccadoro Agricultural Energy Consumers Association

348 March 9, 2026 | Tyler Kruzich Individual

352 March 9, 2026 | Steve Coppinger Coalition for Sustainable Cement
Manufacturing & Environment (CSCME)

376 March 9, 2026 | Jo Gardias Natural Resources Defense Council

381 March 9, 2026 | Jodie Muller Western States Petroleum Association

417 March 9, 2026 | Sam Harper California Large Energy Consumers
Assaciation (CLECA)

418 March 9, 2026 | Jon Dearing National Cement Company of California
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Submission

Number Date Name Affiliation
424 March 9, 2026 | Caroline Jones Environmental Defense Fund
429 March 9, 2026 | Gracyna Mohabir California Environmental Voters
439 March 9, 2026 | Alicia Robinson Elevate Climate (Clayton Munnings)
440 March 9, 2026 | Clayton Munnings Clean & Prosperous California
444 March 9, 2026 | Joseph Silvi Individual
446 March 9, 2026 | Mikhael Skvarla Climate Build
449 March 9, 2026 | Lauren Gallagher Communities for a Better Environment
Form Letter 1 March 4, 2026 | Mike Collier Individual
Form Letter 6 March 9, 2026 | Staci Lopez Individual
15day -9 April 27,2026 | Henry Stern Senator Henry Stern
15 day - 10 April 27,2026 | Renna Hickey Individual
15 day — 12 April 27,2026 | Jim Stewart Individual
15 day - 13 April 27,2026 | Claire Broome Individual
15 day — 14 April 28,2026 | Max Korten East Bay Regional Park District
15 day - 19 April 28,2026 | Maya D Individual
15 day — 22 April 28,2026 | Emma Adest Individual
15 day - 23 April 28,2026 | Daniel Lashof World Resources Institute
15 day — 29 April 29, 2026 | Barry Vesser The Climate Center
15 day — 32 April 29,2026 | Rock Zierman California Independent Petroleum Association
(CIPA)
15 day — 34 April 29,2026 | Assemblymember Dawn | California Legislative Central Coast Caucus
Addis
15 day — 36 April 29, 2026 | Tom Steyer Individual
15 day — 42 April 29,2026 | Liz Ortega Assemblymember Liz Ortega
15 day — 44 April 30,2026 | Mark Brostman Individual
15 day - 50 April 30,2026 | Cristina Garcia California Carbon Forum
15 day — 54 May 1, 2026 Bob Keefe E2
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Submission

Number Date Name Affiliation
15 day - 56 May 2, 2026 Sheng Su Sustain You
15 day — 58 May 2, 2026 Jose Torres Affordable Energy Campaign
15 day — 60 May 3, 2026 Mark Forbes Individual
15 day — 62 May 4, 2026 Henry Perea Chevron U.S.A. Inc.
15 day — 68 May 2, 2026 Mark Daggett Individual
15 day-73 May 4, 2026 Brian Kelley Individual
15 day - 74 May 4, 2026 Mary Elizabeth Individual
15 day - 75 May 4, 2026 Alex Lee California Legislative Progressive Caucus
15 day - 76 May 4, 2026 Gebriel Saleh California Fuels and Convenience Alliance
15 day — 80 May 4, 2026 Paul Mason Pacific Forest Trust
15 day - 81 May 4, 2026 Lara Clayman Individual
15 day — 82 May 4, 2026 Matt Pennington bp America
15 day - 86 May 4, 2026 Adarsh Srinivasan International Emissions Trading Association
15 day - 87 May 4, 2026 Ben Friedman Save the Redwoods League
15 day — 88 May 4, 2026 Kyle Meng Individual
15 day — 89 May 4, 2026 Ruben Lubowski Individual
15 day — 92 May 4, 2026 Katie Valenzuela Center on Race, Poverty and the Environment
15 day — 94 May 4, 2026 Bob Litterman Individual
15 day — 96 May 4, 2026 Laney Cline King Individual
15 day — 106 May 4, 2026 Mary Wiiliams Individual
15 day — 107 May 4, 2026 Mark Olson Pacific Steel Group (PSG)
15 day — 110 May 4, 2026 Caroline Jones Environmental Defense Fund
15 day — 112 May 4, 2026 Sam Harper California Large Energy Consumers
Assaciation (CLECA)
15 day — 113 May 4, 2026 Jean-Luc Szpakowski Individual
15 day — 116 May 4, 2026 Pa Houa Lee Individual
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Submission

Number Date Name Affiliation
15 day — 118 May 4, 2026 Lisa Bain Individual
15 day — 119 May 4, 2026 Juan Altamirano Trust for Public Land
15 day — 124 May 4, 2026 Lauren Gallagher Environmental Justice Coalition
15 day — 132 May 4, 2026 Chloe Ames Coalition of Environmental, Environmental
Justice, Transit, Public Health, and Agriculture
Groups
15 day — 158 May 4, 2026 Jonathan Kendrick California Chamber of Commerce
15 day — 164 May 4, 2026 Jodie Muller WSPA
15 day — 166 May 4, 2026 Jeffrey Kilbreth Individual
15 day — 169 May 4, 2026 Bret Andrews Individual
15 day — 172 May 4, 2026 Ken Johnson Climate Reality Project: Silicon Valley Chapter
15 day - 173 May 4, 2026 Steven Frisch Sierra Business Council
15 day — 174 May 4, 2026 Steve Coppinger CSCME
15 day - 175 May 4, 2026 Caroline Jones Environmental Defense Fund
15 day - 178 May 4, 2026 Gracyna Mohabir California Environmental Voters
15 day - 179 May 4, 2026 Michael Pimentel California Transit Association
15 day — 187 May 4, 2026 Lucas Grimes Center for Resource Solutions
15 day — 188 May 4, 2026 Danielle Sells Individual
15 day — 189 May 4, 2026 John Heintz Regulatory Flexibility Group
15 day — 195 May 4, 2026 Darryl Little CALSTART
15 day — 196 May 4, 2026 Clayton Munnings Clean and Prosperous California
15 day — 200 May 4, 2026 Danny Cullenward Individual
15 day — 201 May 4, 2026 Mikhael Skvarla ClimateBuild California
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2.1 MASTER RESPONSES TO COMMENTS
SUBMITTED ON THE DRAFT ENVIRONMENTAL
IMPACT ANALYSIS

2.1.1 Master Response 1: Emissions leakage

Comment: Numerous comments indicated potential emissions leakage impacts were not
disclosed that could result from implementing the Proposed Amendments outside of California.
Some comments raised concerns regarding potential for emissions leakage, refinery
closures/fuel imports, and environmental impacts from market participation that were not
otherwise captured in reporting or disclosed in the Draft EIA.

Response: Minimizing emissions leakage is a core design consideration for the Cap-and-
Invest Program. As discussed in the Draft EIA, the following objectives of the Proposed
Amendments are related to minimizing emissions leakage (page 18):

» Ensure consistent compliance obligations and minimize emissions leakage from imported
electricity (AB 32, AB 398, and AB 1207); and

» Minimize emissions leakage, consider affordability, and support decarbonization of the
industrial and fuel sectors (AB 32, AB 398, AB 1207).

As discussed in more detail in the Draft EIA (also reflected in the Final EIA), from early on
CARB has designed the Cap-and-Invest Program to minimize emissions leakage risks and to
introduce new mechanisms to provide additional protection against emissions leakage.

Because the Proposed Amendments involve a state economy-wide, market-based emissions
reduction program and do not require or otherwise specify any particular physical changes at
any specific sites, any out of state operations cannot be known at this time and would be too
speculative to quantify or to assess in detail. The Draft EIA makes a concerted effort to
disclose all impacts related to implementation of the Proposed Amendments from the
reasonably foreseeable compliance responses identified at a programmatic level, including
physical changes to the environment and any adverse impacts that could occur (e.g.,
construction of new facilities, increased mining domestically and internationally). CEQA does
not require evaluation of speculative impacts (Cal. Code Regs., tit. 14, Section 15145). For that
reason, an evaluation of the effects of speculative leakage impacts is not required nor included
in the analysis of the Draft EIA. The analysis focuses on a set of reasonably foreseeable
compliance responses that could occur under a broad range of potential scenarios, as
summarized in Section 2.D of the Draft EIA. The Draft EIA fully analyzed these reasonably
foreseeable compliance responses as required under the CEQA Guidelines.

During an October 2025 public workshop, CARB staff provided an overview of an updated
industrial leakage risk assessment, which concluded that the greenhouse gas (GHG)
emissions leakage risk of key covered sectors is largely unchanged from the assessment
conducted at the outset of the Program in 2010 (CARB 2010). Specifically, metrics used to
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classify emissions leakage risk (emission intensity and trade exposure) were overall similar.
The assessment also confirmed that the current output-based allocation approach continues to
be effective in addressing emissions leakage risks for emissions-intensive and trade-exposed
industries.

Commenters assert there is potential for leakage of in-state economic activities to out-of-state.
Potential business relocation itself is an economic and social impact that is generally outside
the scope of the Draft EIA. However, when designing regulations, CARB also considers the
potential for emissions leakage beyond California’s borders.

The Draft EIA explains throughout how the Proposed Amendments are designed to provide
leakage protection (CARB 2026). In recognition of the emissions leakage risk faced by
California manufacturing sectors and of the barriers to maintaining efficient production in the
State while achieving the deep carbonization needed to meet California’s climate targets, the
cap adjustment factors (CAF) for all industrial activities, including refining, were increased
through 2030 to provide additional emissions leakage protection beyond that provided by the
45-day Amendments while maintaining the annual declines in allowance budgets. In addition,
the proposed Manufacturing Decarbonization Incentive (MDI) allocation was expanded in 15-
day Amendments to include additional allowances and additional eligible industrial sectors.
Eligibility for MDI allocation was extended to refineries, hydrogen producers, and associated
sectors. Moreover, CARB is not setting post-2030 CAFs in the Proposed Amendments (though
it retains annual allowance budgets through 2045 to send a long-term market signal). Post-
2030 CAFs will be considered as part of a future rulemaking, which provides time to continue
to work through stakeholder concerns and for economic circumstances to stabilize.

The increased CAFs for 2027-2030 and the expanded MDI allocation, proposed in the 15-day
Amendments, increase emissions leakage protections to address near-term economic
uncertainty. This uncertainty is exacerbated by changing tariff conditions and the ongoing
global supply chain disruptions caused by the Iran war among other factors.

In addition, commenters assert that the Proposed Amendments will result in curtailed refinery
operations or force the closure of refineries, forcing fuel to be imported, which would result in
increased emissions. However, the commenters provide no evidence explaining how the
Proposed Amendments specifically would result in refinery closures. There are many factors
that impact business decisions and environmental program compliance costs are not major
drivers. The Cap-and-Invest Program is specifically designed to minimize leakage that may
result from the implementation of this program through free allowance allocation. The
Proposed Amendments would provide additional free allowance allocation to mitigate against
emissions leakage offering an estimated $800 million in additional compliance assistance
through 2030 and would include the MDI allocation to cover in-state manufacturers including
refineries to support investment in in-state facility GHG emissions reductions. Furthermore, the
fuels that are imported into California have a fuel supplier compliance obligation regardless of
whether the fuel was refined in-state or not. Thus, out-of-state imports do not have the financial
advantage, especially when considering the costs of importing fuels and free allowance
allocation for fuels refined in-state.
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CARB also disagrees with the commenter’s assertion that there are only two practical
outcomes under CARB’s current proposal, curtailing operations or shifting refining activity out
of state. These comments ignore the steps already taken by some refineries in California to
convert to biorefineries, the possibility of further electrification and emissions efficiency
projects, potential use of low-carbon hydrogen or biomethane steam methane reformation
(SMR) projects to replace fossil SMR, and trading for allowances with sectors that can more
easily decarbonize. These steps, particularly conversions to biorefineries, have already
significantly reduced the compliance obligation of those facilities, and therefore the compliance
cost, from stationary combustion emissions, process emissions, and fuel combustion
emissions due to the use of exempt biofuels.

CEQA does not require evaluation of speculative impacts (Cal. Code Regs., tit.14, Section
15145). An environmental document is not required to speculate about the environmental
consequences of future development that are unspecified or uncertain, or where the design
and siting details have not yet been established. The level of detail of impact analysis is
necessarily and appropriately general because the Proposed Amendments are programmatic.
The analysis is based on reasonably foreseeable compliance responses that are based on a
set of reasonable assumptions. While the compliance responses described in the Draft EIA are
not the only conceivable ones, they are the reasonably foreseeable ones; thus, they provide a
credible basis for impact conclusions that are consistent with available evidence. Reasonably
foreseeable compliance responses are analyzed in a programmatic manner for several
reasons: (1) any individual action or activity undertaken as a compliance response to the
Proposed Amendments would be carried out under the same statewide program; (2) the
reasonably foreseeable compliance responses would result in generally similar environmental
effects that can be mitigated in similar ways (Cal. Code Regs., tit.14, Section 15168 (a)(4));
and (3) while the types of foreseeable compliance responses can be reasonably predicted, the
specific location, design, and setting of the potential actions are unknown at this time given the
extensive individual business and market-based decision-making considerations entities can
weigh in response to the implementation of the Proposed Amendments.

CEQA is clear that an indirect impact should be analyzed only if it is a reasonably foreseeable
impact caused by the project. (Cal. Code Regs., tit. 14, Sections 15064(d)(3), 15358(a)(2).) An
environmental impact that is speculative or unlikely to occur is not reasonably foreseeable.
(Cal. Code Regs., tit. 14, Section 15064(d)(3).) Attempting to predict entities' decisions
regarding the specific location and design of infrastructure undertaken by other entities, which
involves extensive decision-making processes in response to the implementation of the
Proposed Amendments, is speculative, given the influence of other business and market
considerations relevant to those decisions. Specific actions undertaken to implement the
Proposed Amendments would undergo any required project-level environmental review and
compliance processes as required at the time they are proposed, which is specified and
disclosed in the Draft EIA.

The Draft EIA generally does not analyze site-specific impacts when determinations regarding
the location of future facilities or other infrastructure would be speculative. However, the EIA
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does examine regional (e.g., local air district and/or air basin) and local issues to the degree
feasible where appropriate. As a result, the impact conclusions in the resource-oriented
sections of Chapter 4.0, “Impact Analysis and Mitigation Measures,” of the Draft EIA cover
broad, programmatic types of impacts and consider the potential effects of the full range of
reasonably foreseeable actions that could be undertaken in response to the Proposed
Amendments.

Mitigation measures are also identified to reduce impacts where potentially significant impacts
are identified. However, because specific details of future individual compliance responses with
the Proposed Amendments remain unknown at this time, given that the analysis within the
Draft EIA is inherently programmatic, and given that CARB has limited authority to require and
implement mitigation measures, the EIA concludes that some impacts (e.g., aesthetics,
biological resources, cultural and tribal resources, utilities and service systems) would remain
significant and unavoidable even post mitigation.

Additionally, “a general response may be appropriate when a comment does not contain or
specifically refer to readily available information....” (CEQA Guidelines, Section 15088(c).) The
commenters suggest that the approach taken in the Draft EIA omits certain impacts associated
with speculative compliance responses, but they do not present readily available information
that would better inform the analysis of impacts associated with the Proposed Amendments.
Commenters do not provide information on specific projects or data where there is no
uncertainty as to the scope, siting, and design of the projects, which does not meet the
standard of detail for a proper evaluation of a project’s impacts on the environment. CARB
does not have those details, and without those details CARB cannot conduct site-specific
impact analyses. Therefore, a general response to these claims, which lack readily available
information to better perform the impact analysis, is appropriate.

Any new or modified facilities, or physical changes to the environment resulting from
speculative leakage, regardless of size or location, would be required to obtain any required
local or state land-use approvals prior to development, if applicable. In addition, part of the
land use entitlement process for facilities and infrastructure proposed in California requires that
each of these projects undergo any required environmental review consistent with CEQA and
other applicable environmental review and permitting requirements. It is assumed that facilities
and infrastructure proposed in other states would be subject to comparable federal, state,
and/or local environmental review requirements that address the activities’ environmental
impacts on a site-specific basis. It is also assumed that the environmental review process
would assess whether adequate utilities and services (i.e., wastewater services, water supply
services, solid waste facilities) would be available and whether the project would result in the
need to expand or construct new facilities to serve the project. It is likely that several of the
mitigation measures in the Draft EIA would be required regardless of where the facility is
located. The environmental review process and utility and service demands would be
calculated; agencies would provide input on available service capacity and the potential need
for service-related infrastructure, including expansions to wastewater treatment plants, new
water supply entitlements and infrastructure, stormwater infrastructure, and solid waste
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handling capacity (e.g., landfills). The resulting environmental impacts would also be
determined through this process. Therefore, any speculative impacts of leakage for any
resource area included in Appendix G of the CEQA Guidelines would be determined at the
project level. The Draft EIA makes a good faith effort to disclose all impacts from the
reasonably foreseeable compliance responses, as well as project-level mitigation that may be
implemented by a lead or local agency.

As noted above, leakage risk has long been considered and addressed by the Cap-and-Invest
Program. Continuing this tradition, CARB plans to further assess emissions leakage risk for
covered facilities, including any updated data and information available before post-2030
assistance factors for industrial allowance allocation in a future rulemaking and will share any
updated date and information as part of that public process.

2.1.2 Master Response 2: Alternative mechanisms to minimize
emissions leakage

Comment: Numerous comments recommended CARB implement alternative mechanisms to
minimize emissions leakage. These recommendations include, but are not limited to,
implementing a border carbon adjustment.

Response: As discussed in Master Response 1, CARB designed the Cap-and-Invest Program
to minimize emissions leakage risk through free industrial allowance allocation. Also, the
Proposed Amendments increase free industrial allocation and introduce a new mechanism to
provide additional leakage protection through support of facility emissions reduction projects
aligned with the requirements of AB 32, AB 398, and AB 1207.

A border adjustment is another mechanism to minimize emissions leakage risk, where an
emissions obligation is imposed on importers of products that are also produced in-state and
have associated emissions covered by the Program. A border adjustment is discussed as a
potential component of Alternative 2 in the Draft EIA, as a potential alternative mechanism to
mitigate emissions leakage (pages 172-174 in Chapter 7.0, “Alternatives Analysis”). However,
while a border adjustment is a possible alternative to free industrial allocation as a mechanism
for minimizing leakage, such a mechanism is unnecessary here as there is no evidence that
emissions leakage will occur as a result of the Proposed Amendments, and as such a border
adjustment alternative or measure, or other alternative mechanisms, are not necessary to
reduce or avoid any significant emissions leakage related impacts that could result from the
implementation of the Proposed Amendments. As discussed in the Staff Report (see page
339), several aspects of a border adjustment, if not appropriately designed, could also not
meet certain project objectives, including minimizing administrative burden and streamlining
implementation (due to its complexity and need for significant new and additional verified data
and applicability to newly covered entities). Depending on its design, a border adjustment may
also have the potential to interfere with ensuring consistent compliance obligations and
compromise the Program’s cost-effectiveness. Staff is committed to evaluating and proposing,
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as appropriate, additional design features that may be needed to address leakage concerns as
the Program becomes more stringent.

A border adjustment is also outside the scope of the environmental analysis, as a border
adjustment is not part of the Proposed Amendments and thus not part of the project
description. Furthermore, CEQA does not require evaluation of speculative impacts (Cal. Code
Regs., tit.14, Section 15145). An environmental document is not required to speculate about
the environmental consequences of future developments that are unspecified or uncertain, or
where the design and siting details have not yet been established. As discussed above, there
is no evidence that emissions leakage will occur as a result of the Proposed Amendments.

2.1.3 Master Response 3: Carbon Capture, Use, and Sequestration

Comment: Numerous comments indicated that the Draft EIA should include an analysis of
carbon capture, use, and sequestration (CCUS) as a reasonably foreseeable compliance
response of the Proposed Amendments.

Response: As described in Chapter 2.0 (pages 16, 35-36) of the Draft EIA, in anticipation of
the future implementation of SB 905 (Caballero, Chapter 359, Statutes of 2022) the Proposed
Amendments provide a consolidated space for current and future CCUS provisions in the
Program and potential future CCUS eligibility under the manufacturing decarbonization
incentive allocation. CCUS-related provisions — which would need to be considered in a future
rulemaking process prior to being used as part of the Program — may address the potential
treatment in the Program of carbon that is utilized or permanently sequestered, including
geologically sequestered carbon. If and when additional CCUS provisions are added to the
Program (following further consideration by the Board), any required analyses will be
undertaken. The work to include CCUS provisions will be in compliance with SB 905 and all
other applicable requirements.

2.1.4 Master Response 4: Impacts of MDI Allocation on Emissions
and Program Revenues

Comment: Numerous comments, received during the 15-day comment period, expressed
concerns that the Manufacturing Decarbonization Incentive (MDI) allocation proposal would
undermine California’s progress toward the 2030 GHG reduction target and decrease quarterly
auction revenues for ratepayer benefit and the Greenhouse Gas Reduction Fund (GGRF). The
commenters assert that the revised proposal for MDI allocation undermines the environmental
ambition of the Cap-and-Invest Program and is inconsistent with the statutory GHG reduction
target for 2030.

Response: The Proposed Amendments are consistent with statutory GHG emissions targets
and preserve the environmental ambition and integrity of the Program. The Proposed
Amendments remove 118 million allowances from 2027-2030 annual budgets to align the
Program with technical updates to the GHG Emissions Inventory, remove a total of over 1
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billion allowances from 2027-2045 budgets to align with 2030 and 2045 targets, and provide up
to 118 million allowances for MDI allocation through 2035. MDI allowances are only released to
the market in exchange for demonstrable investments in low-carbon production methods and
fuels that accelerate the pace of industrial emissions reductions needed to achieve the State’s
2030 and 2045 GHG reduction goals while minimizing the risk of emissions leakage, with
specific eligibility criteria as set forth in the Proposed Amendments. The MDI allocation is only
provided for applications that meet these specific criteria, as confirmed through Executive
Officer approval, on a compliance-period basis. And, if not used for the intended purposes, the
allowance value must be returned to CARB and then retired.

Further, reducing emissions in one covered sector does not mean that emissions will increase
in another. From 2015-2024, annual covered emissions under the Cap-and-Invest Program
were never above the annual allowance budget in any year of Program implementation. Yet,
over that same time period, covered emissions declined by about 25%, in part driven by the
steadily increasing carbon price signal imparted by the Program. Total annual emissions also
depend on complementary sector-level programs, such as the Renewables Portfolio Standard
for electricity or the Low Carbon Fuel Standard for transportation fuels, as well as external
economic conditions, global trade patterns, and evolving consumer behavior. Adding MDI
allowances to the market does not mean that reduced emissions in industrial sectors will be
counteracted by increased emissions from other sectors, as emissions from those sectors
depend on a wide range of variables outside the scope of the Cap-and-Invest Program.

The carbon price signal imparted by the Cap-and-Invest Program is a key tool in a broad policy
portfolio to reduce California’s GHG emissions to meet the 2030 and 2045 targets. As
described in the Final EIA, the annual allowance budgets in the Proposed Amendments are set
to align the overall Program stringency with the state’s GHG targets, and they are not the sole
determinant of whether the state’s GHG targets will be met.” MDI allocation is designed to
mitigate emissions leakage by deploying deeper investments in industrial decarbonization
technologies, as envisioned by the 2022 Scoping Plan Update, which will be needed to
achieve the 2030 and 2045 GHG targets while keeping clean production in-state.

Emissions Benefits of MDI Allocation

The expanded MDI allocation helps backfill the loss of federal decarbonization incentives and
accelerates near-term industrial emissions reductions. Any reductions achieved by the MDI are
only counted once in the AB 32 GHG Inventory for tracking progress towards California’s GHG

' The annual GHG emissions inventory shows that California is continuing to reduce emissions year-over-year.
The 11% decline in annual allowance budgets from 2027 to 2030 increases Program stringency in the near-term
to align with technical updates to the GHG Emission Inventory and support continued progress toward the 2030
GHG reduction target. From 2024, the most recent data year for verified emissions under MRR, a 4% average
annual decline in covered emissions through 2030 is needed to support meeting the 2030 GHG emissions
reduction target, and this rate of decline is consistent with the recent annualized rate of decline in emissions
during 2022-2024. Total GHG emissions in any given year are determined by a number of factors beyond the
Cap-and-Invest Program allowance budget for that year.
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emissions targets. For Program accounting purposes, reductions of these emissions are not
considered to be additional as they are already covered by the Program. The MDI allocation
provides the opportunity for earlier deployment of long-lived emissions-reducing infrastructure
as discussed below. The MDI allocation has no potential to increase GHG or air pollutant
emissions beyond the existing conditions baseline. The MDI is a targeted leakage minimization
tool that invests in clean in-state production and unlocks GHG emissions in difficult-to-
decarbonize sectors. MDI-eligible entities include manufacturers—such as food processors,
cement plants, glass manufacturers, and refiners—that invest in projects that reduce covered
emissions at their facilities. Eligible project categories are limited and aligned with established
state policy and technologies needed to decarbonize the industrial sector as identified in the
2022 Scoping Plan Update.

The MDI allocation mechanism includes guardrails on projects, usage limits, time limits, and
eligibility criteria. Entities seeking to apply for MDI allocation must meet specific eligibility
requirements and submit applications by specified deadlines for review and approval by the
Executive Officer. Applications pertain to one compliance period, and additional applications
may be submitted for subsequent compliance periods if MDI allowances remain available and
are justified pursuant to regulatory requirements. Any unused MDI allowances must be
returned to CARB and will be retired. These guardrails enable CARB to ensure MDI allowance
value is used to reduce industrial GHG emissions, which are verified through the post-
compliance period reporting process with documentation showing changes in facility processes
and fossil fuel use. Facilities receiving MDI allocation will also continue to be subject to all
annual emissions reporting and verification requirements under the Regulation for the
Mandatory Reporting of Greenhouse Gas Emissions (MRR). Additionality requirements applied
to compliance offset credits, which are issued for GHG reduction projects in sectors not
otherwise covered by the Cap-and-Invest Program, do not apply to MDI allowances because
MDI projects occur in covered industrial sectors, similar to how federal grants would have
reduced emissions that would in turn reduce compliance obligations at covered industrial
facilities. Eligible facilities are also incentivized to maximize the cost-effectiveness of GHG
reduction projects funded with MDI allowance value, because each ton of avoided covered
emissions onsite further reduces the facility’s compliance obligation. Finally, MDI allocation
potentially generates a multiplier effect for GHG emissions reductions by using the one-time
compliance value of an allowance to support long-lived infrastructure that delivers emissions
reductions for multiple years. These direct reductions compound with earlier deployment of
industrial abatement technologies and will provide co-pollutant reduction benefits both region-
wide and to frontline communities that experience disproportionate pollution burdens from
fossil fuel combustion at co-located covered facilities.

CARB will provide transparent public reporting on applications received and approved, the
number of MDI allowances provided, and expected GHG emissions reductions in a manner
that protects any confidential business information submitted to CARB in support of an MDI
application, consistent with how CARB currently provides public reports on allowance
allocation, utility use of allocated allowance value, and environmental benefits of projects
funded through auction revenue from the Cap-and-Invest Program. Regarding cost concerns,
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the EIA is not meant to address economic, social, or financial issues associated with the
Proposed Amendments. Rather, the purpose of CEQA and the ElA is to fully analyze and
mitigate the Proposed Amendments’ potentially significant physical impacts on the
environment. As such, comments related to costs and revenue usage are outside of the scope
of the EIA and not addressed in this response to comments document. However, CARB staff
will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

Comments regarding the additional environmental benefits of specific GGRF projects and
GGREF funding priorities, such as local transit, affordable housing, or wildfire mitigation, fall
outside the scope of this rulemaking and CARB’s authority. CARB is legislatively directed to
cost-effectively reduce emissions toward the state’s climate targets, and this remains the
primary focus of the Program and the Proposed Amendments. Auction revenue is an important
feature. Projects funded by that revenue through the GGRF provide important additional
environmental benefits. CARB does not determine how GGRF revenues are appropriated.
Under SB 840 and the annual state budget process, the Legislature and Governor prioritize
and direct how GGRF proceeds are expended.

Under the Proposed Amendments, the number of State-owned allowances auctioned that raise
proceeds for the GGRF will decrease through 2030 due to the removal of 118 million
allowances from annual budgets, the updated allowance allocation for electric utilities, which
provides value to electric utility ratepayers through the California Climate Credit, and increased
near-term compliance support to minimize emissions leakage risk from industry. The MDI
allocation provision does not change how many allowances are offered at auction nor does it
impact how utility allowance allocations are calculated. And any unlikely and potential market
effect of providing MDI allowances to eligible facilities would be at least partially counteracted
by implementation of allowance removals for offset use, which will remove additional
allowances from future budgets corresponding with offsets used for up to 6% of total covered
entity compliance obligations. Finally, CARB notes that comments concerning cost equity
considerations regarding the Proposed Amendments are beyond the scope of the EIA,
although CARB has considered them and will respond to all timely-submitted comments as
part of the Final Statement of Reasons.
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2.2 45-DAY COMMENTS AND RESPONSES ON THE
DRAFT ENVIRONMENTAL IMPACT ANALYSIS

Comment Letter 17
03/04/2026 Nick Krebs/Individual

17-1: The commenter states: “Too many regulations are forcing refineries to close, pushing up
the cost of gas and forcing us to secure gas from places halfway across the world, vastly
increasing the amount of emissions and pollution for the energy that California needs. This
proposal should be rejected as it will make it un affordable to live in the state and punish
working class and poor people.”

Response: Please refer to Master Response 1 regarding leakage and the commenter’s
concerns about potential refinery closures. The commenter does not provide evidence of how
the Proposed Amendments are forcing refineries to close.

Regarding cost concerns, the ElIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to cost concerns are outside of the scope of
the EIA and not addressed in this response to comments document. However, CARB staff will
be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

Comment Letter 18

03/05/2026 Donna Duperron and William Brandt/Torrance Area Chamber of
Commerce

18-1: The commenter states: “Under AB 1207, CARB must evaluate "leakage risk." We
contend that for the South Bay, the risk is at an all-time high. When a refinery in the South Bay
closes, we do not see a reduction in fuel demand; we see a five-fold increase in fuel imports
coming through our ports from regions with higher carbon intensities. We urge you to maintain
robust free allowance allocations for our energy-intensive industries to ensure the South Bay
remains a leader in both climate policy and industrial strength.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.
Allowance allocation is an effective tool for minimizing emissions leakage while maintaining
efficient production in California’s industrial sector. The revised proposal includes additional
support to industry for emissions leakage protection, offering an estimated $800 million in
additional compliance assistance through 2030.
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Comment Letter 25
03/05/26 Michael Dillinger/Grassroots Carbon

25-1: The commenter states: “We respectfully urge the Board to include the Climate Action
Reserve (CAR) Soil Enrichment Protocol (SEP) as an eligible Compliance Offset
Protocol...Integrating the SEP aligns the Cap-and-Invest Program with the state’s broader
climate adaptation strategy.

Water Security (The "Soil Sponge"): California's water resilience relies on soil structure. USDA

and CA-specific data indicate that a 1% increase in organic soil matter increases water holding

capacity by roughly 20,000 gallons per acre. For the Central Valley, this means reduced aquifer
overdraft during drought years.

» Air Quality (PM25 Reduction): The San Joaquin Valley consistently faces the worst
particulate pollution in the nation. The SEP incentivizes reduced tillage, which directly
mitigates dust and PM2z.s emissions from agricultural operations, delivering immediate public
health benefits to disadvantaged communities (DACs) in the Valley.

» Wildfire Resilience: Regenerative grazing reduces fine fuel loads (invasive annual grasses)
on rangelands, creating functional fuel breaks that protect wildland-urban interface (WUI)
communities.”

Response: The comment does not address the adequacy of the Draft EIA but rather provides
suggestions and comments regarding CAR’s SEP from the perspectives of water security,
particulate matter emissions reductions, and wildfire resilience. In regard to the commenter’s
request that this be included as an eligible compliance offset protocol, consideration of new
protocols is out of scope of the Proposed Amendments to the Regulation. Potential protocol
updates and consideration of new protocols would need to occur in a separate future
rulemaking. As the commenters suggestions fall outside the scope of the project, no edits to
the Draft EIA are required in response to this comment.

Comment Letter 33
03/06/2026 Tom Conforti/Individual

33-1: The commenter states: “The poorly thought out plan of cap and trade, or extortion is a
better word does more harm to the global environment. The crude oil we import is
manufactured by refineries and oil patches in foreign nations that produce more pollution than
California oil patches and refineries. It's then shipped via tanker ships that burn essentially
crude oil on foreign ships that produce more pollution. All the while creating a higher chance of
an oil spill at sea. California can feel good about our air being cleaner, nought, but at the
expense of increasing global pollution. It removes jobs in refineries, oil patches, food
industries, OEM manufacturing and small businesses from California, decreases our self
reliance, benefits foreign nations and strains the finances of California's at the gas pump.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.
Nothing in the Proposed Amendments involves moving oil production and refining outside of
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California borders. Rather the Proposed Amendments provide increased emissions leakage
protection for all industry, including refineries and specific targeted measures to support
efficient in-state production. Furthermore, the commenter does not provide any evidence
supporting their generalized statements about impacts. Therefore, no more specific response
iS necessary.

Comment Letter 37
03/06/2026 Dan Willis, SFPUC Power Enterprise

37-1: The commenter states: “Use of a voluntary set aside program like the VRE reserve is a
reasonable way to reconcile two overlapping regulatory programs in California, Cap-and-Invest
and the Renewable Portfolio Standard. Absent a Cap-and-Invest Program, voluntary
renewable energy procurement (above the requirements of the Renewable Portfolio Standard
Program) conducted by load serving entities - often based on the ambitious climate targets of
local governments or demand from individual customers - would serve to reduce emissions in
the electricity sector with no spillover effects to other industries. In this way, these voluntary
renewable procurements would clearly be reducing the level of emissions in the overall
economy as voluntary procurement of renewables grows.

However, given that California does have a Cap-and-Invest Program, these same voluntary
renewable energy procurements, which reduce emissions in the electric sector, can “free up”
emissions allowances (that would have been claimed by the electric sector) to be used by
other industries such that the overall amount of emissions in the California economy may not
be reduced as a result of the renewable procurement negating the emissions that would have
come from other sources of electricity on the grid. Because California has a Cap-and-Invest
Program regulating overall emissions in the economy, it is not possible to ensure that the
voluntary renewable energy procurements reduced emissions economy-wide without an
allowance being retired in the program associated with the negated emissions in the electric
sector.”

Response: Under the Cap-and-Invest Program, it is possible for voluntary emissions
reductions to free up allowances for compliance use in other sectors. This is true under many
of the State’s complementary policies. The Proposed Amendments do not prevent entities from
purchasing and retiring allowances to reflect voluntary renewable electricity purchases.
Instead, no amendments are proposed to the VRE reserve and no free allowances are
available for voluntary renewable electricity purchases. In addition, the increasingly stringent
allowance budgets necessary to achieve the 2030 and 2045 GHG emissions reduction targets
will limit potential emissions increases elsewhere in the economy and support achieving overall
economy-wide GHG reduction targets. The electricity sector will also continue to decarbonize
as RPS targets rise regardless of allowance retirements for voluntary renewable electricity
purchases, while new additions to the Cap-and-Invest Program, such as MDI allocation, will
further support investments in renewable energy. Thus, it is no longer necessary to provide
free allowances from the limited supply for the recognition of voluntary renewable electricity
purchases through the VRE Program.
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Comment Letter 42
03/06/2026 Gary Graham Hughes/Biofuelwatch

42-1: The commenter states: “Note that the best available science strongly associates
persistent water impacts, toxic pollution from agroindustry fertilizers and pesticides,
deforestation, forest degradation, and other negative social, environmental and climate
impacts with the steady increase in production and consumption of liquid biofuel products like
‘renewable diesel’ and ‘sustainable aviation fuel.”

Response: The Draft EIA acknowledges that the Proposed Amendments may result in
covered entities acquiring, utilizing, producing, or supplying more biofuels. Given the Proposed
Amendments do not change compliance obligations for emissions associated with the use of
crop-based biofuels, the Proposed Amendments are not expected to be a primary driver of
biofuel production or use. However, to be conservative and inclusive of potential impacts, the
Draft EIA identifies that reasonably foreseeable compliance responses to exemption
adjustments could include the construction or expansion of facilities that emit biogenic process
carbon dioxide (COz2) or produce biofuels derived from already-exempt biomass (Draft EIA,
pages 40-41). The Draft EIA takes a programmatic approach in assessing the types of adverse
environmental effects that could occur for each resource area identified in Appendix G of the
CEQA Guidelines, including agricultural and forestry resources, hazards, and hazardous
materials. Where impacts are found to be potentially significant, the Draft EIA recommends
recognized mitigation measures. Since CARB’s review is at the programmatic, statewide level
given the statewide scope of the Proposed Amendments, the mitigation measures included in
the Draft EIA are not the only mitigation options for addressing the potential impacts of future
compliance responses when those are analyzed at a site-specific level at the time such
projects are proposed for development. Project-specific measures may be developed for future
projects using site-specific information. It would be speculative to attempt to further analyze
impacts from the production, distribution, or use of biofuels, as the Program and the Proposed
Amendments involve an economy-wide program and CARB lacks information as to whether
and where such operations could occur. Therefore, no revisions are needed to the Draft EIA in
response to this comment.

42-2: The commenter states: “The exemption from the compliance obligation for the ‘biogenic
CO:2 emissions’ under cap-and-trade is predicated on the ‘carbon neutral’ character that is
arbitrarily granted to biogenic fuels. However, a building body of evidence calls into question
the validity of the methodologies that CARB is relying on to characterize these biofuel products
as ‘carbon neutral.” What is unarguable is that the biogenic CO2 emissions reported to CARB
that are granted an exemption from the compliance obligation under cap-and-trade are indeed
happening in the real world. Biofuel products such as ‘renewable diesel’ are being burnt in
record quantities in the state. Those emissions are impacting communities, harming air quality,
and damaging the global climate. The exemption from the compliance obligation for these
emissions is based upon the erroneous assumption that photosynthesis neutralizes the
pollution from burning these fuel products.”

Proposed Regulatory Amendments to the Cap-and-Invest Program 23



Responses to Comments

Response: The Proposed Amendments would clarify exemptions from a compliance obligation
for certain biogenic emissions. The modifications to biofuel exemptions align with existing
exemptions in the Cap-and-Invest Program and provide a more consistent and certain
regulatory environment for the evolving biofuels sector. See response to comment 42-1. Since
the start of the Program, Cap-and-Invest has exempted biofuels that meet specified
requirements from compliance obligations. This is aligned with guidance from the IPCC that
recommends biomass fuels be excluded from energy use totals to prevent double counting in
GHG accounting. The combustion of biogenic fuels is considered to be part of the active
carbon cycle, due to the recent absorption of atmospheric carbon by plant growth. This differs
from combustion of fossil fuels which reintroduces long-sequestered COz2 to the active carbon
cycle. Generally, the requirements for an exemption from a compliance obligation are that the
biofuel must be on the list of approved fuels, be combusted for energy, and be reported and
verified per MRR requirements, including requirements to prevent resource shuffling for out of
state sources. These overall requirements are part of the existing Cap-and-Invest Program and
are not changing under the Proposed Amendments. As explained in the 2010 FSOR, the
Regulation applies a compliance obligation on direct emissions from covered entities. Lifecycle
analysis of biomass-derived fuel and its potential emissions or impacts beyond the emissions
at the covered entities is beyond the scope of the Proposed Amendments, as biofuels are
already included in the existing Regulation and part of the baseline. Additionally,
complementary measures including the Low Carbon Fuel Standard support decreasing the
lifecycle GHG emissions from transportation fuels, such as renewable diesel.

Comment Letter 46
03/06/2026 Katie Valenzuela/Center on Race, Poverty and the Environment; Central
Valley Air Quality Coalition (CVAQ) et al.

46-1: The commenter states: “To add insult to injury, staff is proposing a new manufacturing
decarbonization incentive credit for manufacturers in addition to their GGRF-funded tax breaks
and the free allowances they have enjoyed (and will continue to enjoy). This new credit further
weakens an already lax program design, leading to a delayed fossil fuel transition and
continued emissions.

However, the allowance allocation proposal means more than reduced climate ambition. This
also means reduced revenue for the Greenhouse Gas Reduction Fund (GGRF) and California
Climate Credit, which are our main - if not only - way to mitigate climate damages and
affordability issues for communities who need it the most. Staff’'s own projections show GGRF
revenue dropping off to dangerous levels after 2035 that will leave no revenue for affordable
housing, transit, safe drinking water, the Community Air Protection Program, and other critical
investment opportunities. While Cap-and-Invest is not solely a revenue generating measure,
and revenue could be expected to drop over time as the program achieves its goals - that is
not what is happening in this scenario. CARB is intentionally making the choice to not reduce
allowances to increase stringency of the program, which is critical for meeting our emissions
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target and for generating the revenue we need to fund California’s climate transition with
expediency.

In short: CARB staff seem to be under the misapprehension that providing more credits to
industry will not only reduce emissions, but also lower costs to consumers. There is no
evidence to support either theory. We would much rather CARB charge emitters a higher price
for the carbon they emit so the state can invest in tangible benefits to Californians.”

Response: Please refer to Master Response 4 regarding concerns about impacts of MDI
allocation in emissions and program revenues.

46-2: The commenter states “The continued and enhanced special treatment for livestock
pollution will be detrimental to the environment and people living near dairies. The dairy
biomethane pathway incentivizes dairy producers to increase manure production and its
accompanying pollution. Communities near dairy farms will bear the brunt of this pollution.
Large, industrial dairy operations in the San Joaquin Valley are disproportionately located near
low-income and communities of color, especially Latino communities. Communities near dairy
operations already experience cumulative environmental burdens, and CARB must not enact
policies that incentivize increased pollution near their homes. CARB’s changes to § 95852.1
are problematic because they will exempt dairy and biogas biomethane from compliance
obligations for CO2 emissions released throughout the product’s entire lifecycle, rather than
solely CO2 emissions released during combustion. Throughout its various regulatory
programs, CARB has ignored or created exemptions for emissions at different phases of
biomethane’s lifecycle. Without compliance obligations, producers will have no incentive to
limit these CO2 emissions. This will inevitably result in increased CO2 levels near dairy
operations and will be detrimental to the health and wellbeing of nearby communities.
Furthermore, the changes will enhance pollution allowances for biogas and biomethane
production and use while still allowing biogas and biomethane producers to benefit from
combustion fuels through pollution trading schemes like the Low Carbon Fuel Standard
(LCFS). By seeking to streamline biomethane regulation between the Cap and Invest program
and the LCFS program, CARB solidifies pathways for applicants to rotate between the
programs and creates long-term market dependency on biomethane fuel. CARB does this by
introducing § 95852.1.1(a), which creates an alternative exemption for CO2 emission
compliance obligations for biomass-derived fuels when the applicant was previously enrolled in
the LCFS biomethane pathway. California’s Cap and Invest program should exclude the dairy
biomethane pathways because of their detrimental impact on environmental justice
communities. In the alternative, dairy biomethane producers should not qualify for CO2
emission exemptions, and regulations should include a plan to phase out crediting and
exemptions for biomethane so that California can achieve its climate goals without creating
sacrifice zones near dairies.”

Response: Please refer to response to 15-day comment 124-3 on changes to section
95852.1. In addition, the covered emissions exemption for biomass-derived fuel use does not
provide preferential treatment for livestock biomethane compared to other sources of biomass-
derived fuels. Regarding the comments pertaining to section 95852.1.1, that subsection only
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applies to biogas and biomethane sourced from outside California and the Proposed
Amendments reorganize this section for clarity and do not change or influence incentives for
in-state biomethane production from livestock operations or any other source. Therefore, an
increase in livestock operations is not a reasonably foreseeable component of the proposed
project. Please also refer to the response to comment 42-2.

The comment also requests that CARB consider EJ communities. CEQA involves careful
consideration of the reasonably foreseeable indirect impacts of proposed projects. Many
resource areas under CEQA address the health of impacted communities, including Air Quality,
Hazards and Hazardous Materials, and Hydrology and Water Quality. Additionally, as
discussed on Page 61 of the Draft EIA, a 2023 study from Hernandez-Cortes and Meng
(Hernandez-Cortes and Meng 2023) examined GHG and air pollution data from 2008 through
2017 and found that, since the Cap-and-Invest Program took effect, air quality in
disadvantaged communities improved more than air quality in wealthier, less polluted
neighborhoods, although disparities still persist.

46-3: The commenter states “We have concerns that these draft regulations, if implemented as
drafted, will facilitate offset projects that will not provide benefits to Californians but instead
may further pollute the environment and endanger public health. It is critical that all offset
projects must provide direct environmental benefits to California residents, as defined in the
regulations, including both in-state and out-of-state offsets. As drafted, in-state offset projects
or projects that avoid GHG emissions within the state of California are considered to provide a
direct environmental benefit. This means that in-state offset projects, or a project that avoids
GHG emissions in the state, do not have to reduce or avoid emissions of an air pollutant or
reduce or avoid a pollutant that could have an adverse impact on waters of the state. All offset
projects - especially offset projects that take place in the state - must have to demonstrate and
periodically verify that they reduce or avoid emissions of an air pollutant and/or reduce or avoid
a pollutant that could have an adverse impact on waters of the state. Moreover, they should
have to demonstrate and periodically verify that they do not create emissions of any criteria or
toxic air pollutants or discharge pollution that degrades waters of the state.

We urge CARB not to include CCUS as a pathway for compliance to reduce emissions, given
the multiple concerns environmental justice communities have with this technology. Currently,
projects are being developed in the Central Valley, one of which CARB staff have toured,
although the state does not have a rule to regulate these types of projects, putting community
members in danger. We want to better understand the types of projects CARB aims to capture
by expanding the definition of CCUS by removing the term “geologic” to include other forms of
sequestration.”

Response: The purpose of the Proposed Amendments is to help ensure that out-of-state
projects with a DEBs designation do result in direct environmental benefits to the State and
require that the actions that contribute to providing that benefit are verified. Further changes to
how direct environmental benefits to the state are determined for in State project is out of
scope for this rulemaking. Recently passed legislation, SB 840 requires CARB to conduct a
study and report to the Legislature on potential changes to the definition of direct
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environmental benefits in the state and will have a separate public process. Please refer to
Master Response 1, and Master Response 3.

46-4: The commenter states “Finally, we would also like to flag staff’s response to
recommendations from the AB 32 Environmental Justice Advisory Committee (EJAC). It should
be noted that the EJAC is not convened currently, giving members no opportunity to formally
respond to staff's comments before this rulemaking concludes. But what staff refuses to
understand is that EJAC - and the broader environmental justice community, for that matter -
has always evaluated the impact of the Cap-and-Invest program against what could be
achieved from more direct regulations that ensure reductions in overburdened communities.
By continuing to posit environmental justice concerns against what would happen if there were
no regulation on facilities misses this critical point, thereby avoiding the substantial discussion
about community impacts that is required under AB 32. CARB staff continue to insist that they
monitor the program outcomes so they can make adjustments if there are adverse outcomes,
but to date has never done so to address the data that shows that emissions from covered
entities in some communities have gone up since the program began.”

Response: See response to comment 46-2 and 46-3. Also, as discussed on Page 61 of the
Draft EIA, a 2023 study from Hernandez-Cortes and Meng (Hernandez-Cortes and Meng
2023) examined GHG and air pollution data from 2008 through 2017 and found that, since the
Cap-and-Invest Program took effect, air quality in disadvantaged communities improved more
than air quality in wealthier, less polluted neighborhoods, although disparities still persist.

Comment Letter 148
03/08/2026 Ram Duriseti/Individual

148-1: The commenter states: “California accounts for less than 1% of global greenhouse
gases (GHG).

China emits 35% of global GHG.
The only things your restrictions thus far have accomplished are:
1) stunted California’s economic growth

2) made fuel so expensive that even physicians like me feel the sting in the wallet—I can’t
imagine what the average Californian feels

3) crippled fuel dependent small businesses (you can’t run a construction contracting
business out of a Prius)

4) increased California’s dependence on foreign oil shipped from across the globe at huge
cost and emissions while the rest of the country enjoys ever decreasing fuel costs.

5) Somehow managed to constrain use of clean burning natural gas”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.
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The remainder of the comment refers to economic elements of the Proposed Amendments.
The Draft EIA is not meant to address economic, social, or financial issues associated with the
Proposed Amendments. The purpose of CEQA and the Draft EIA is to fully analyze and
mitigate the Proposed Program’s potentially significant physical impacts on the environment.
Therefore, comments related to economic or financial concerns are outside of the scope of the
Draft EIA and not addressed in this response to comments document. However, CARB staff
will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

Comment Letter 170
03/08/2026 Asim Rustamov/Individual

170-1: The commenter states: “These amendments will also result in more atmospheric
pollution and damage to earth’s biosphere, because California would be buying oil from
overseas produced with less oversight and with a dirtier industrial process, shipped on diesel
ships across the ocean. Thus these amendments will cause negative impact on climate and
accelerate the climate catastrophe, result in the suffering of the working class immigrant
communities who are trying to pay their bills and barely affording to do so.”

Response: Please refer to Master Response 1. As discussed on Page 61 of the Draft EIA, a

2023 study from Hernandez-Cortes and Meng (Hernandez-Cortes and Meng 2023) examined
GHG and air pollution data from 2008 through 2017 and found that, since the Cap-and-Invest
Program took effect, air quality in disadvantaged communities improved more than air quality
in wealthier, less polluted neighborhoods, although disparities still persist.

Comment Letter 189
03/08/2026 Auric Kantz/Individual

189-1: The commenter states: “| am writing to express strong opposition to the Proposed
Amendments to the Cap-and-Trade Regulation. These changes threaten to significantly
increase direct costs on California consumers and businesses by accelerating the reduction of
allowances. By artificially tightening the market, these amendments will increase the price of
essential goods and fossil fuels, disproportionately affecting vulnerable households.
Furthermore, these overly aggressive targets risk creating "leakage," where businesses move
out of state, resulting in no global environmental benefit while damaging California's economy.
The focus should be on economic stability and gradual, technology-driven, rather than
regulation-driven, emission reductions.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The Draft EIA is not meant to address economic, social, or financial issues associated with the
Proposed Amendments. Rather, the purpose of CEQA and the Draft EIAis to fully analyze and
mitigate the Proposed Program’s potentially significant physical impacts on the environment.
As such, comments related to economic or financial concerns are outside of the scope of the
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Draft EIA and not addressed in this response to comments document. However, CARB staff
will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

Comment Letter 200
03/08/2026 James Rankin/Individual

200-1: The commenter states: “At this time, further restrictions on carbon offsets may simply
increase global carbon emissions because fuel will make longer journeys to reach markets as
more California refineries close. That's no longer just a hypothetical risk, and you should
hesitate before plunging ahead with counterproductive restrictions. Beyond that, higher fuel
costs will weigh most heavily upon people least able to afford them. And, higher energy costs
will drive businesses out of California.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comments refers to economic elements of the Proposed Amendments.
The Draft EIA is not meant to address economic, social, or financial issues associated with the
Proposed Amendments. Rather, the purpose of CEQA and the Draft EIA is to fully analyze and
mitigate the Proposed Program’s potentially significant physical impacts on the environment.
As such, comments related to economic or financial concerns are outside of the scope of the
Draft EIA and not addressed in this response to comments document. However, CARB staff
will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

Comment Letter 275

03/09/2026 Angus E. Crane/North American Insulation Manufacturers Association

275-1: The commenter states: “The cap-and-trade regulation includes NAICS Code 327993
“‘Mineral Wool Manufacturing.” (See, e.g., Table 8-1: “Assistance Factors and Covered
Industrial Sectors.”) That NAICS code number also includes fiber glass insulation products
manufacturing. There is no actual mineral wool manufacturing in California.

In 2016, CARB determined that domestic leakage was relevant and that the fiber glass
insulation industry was, in fact, quite vulnerable to such leakage. In response, CARB granted
100 percent assistance factors (“AF”) to those fiber glass industry operations participating in
the cap-and-trade program. NAIMA notes that in the Plan, CARB is not proposing any changes
to this 100 percent AFs for fiber glass manufacturing. NAIMA endorses keeping assistance
factors at 100 percent.

CARB’s 2016 decision was based on sufficient fiber glass insulation production capacity in
other state jurisdictions that could adequately supply any production decreases from the
California manufacturing plants, which would increase emissions in those other state
jurisdictions while decreasing production and employment in California. These same facts
continue to be equally relevant today.
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In the January 13, 2026 announcement, CARB released proposed regulatory text and staff
reports for amendments to the Cap-and-Invest Regulation and Mandatory Reporting
Regulation (“MRR”). These amendments extend the program through 2045, tighten the
emissions cap with significant allowance reductions between 2027-2030, and align reporting
with new climate disclosure laws.

NAIMA supports those provisions that preserve and protect assistance factors and allowances
that prevent leakage. NAIMA urges CARB to use prudence and caution in adopting an
aggressive acceleration of the total allowance cap reduction. As noted below, NAIMA identifies
specific advantages to preserving the status quo that could result in greater economic stability
and stronger regulatory predictability and feasibility.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

These comments primarily address policy and regulatory design considerations associated
with the Proposed Amendments. The Draft EIA is not meant to address the regulatory process
associated with the Proposed Amendments. Rather, the purpose of CEQA and the EIA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to the regulatory development process are
outside of the scope of the EIA and not addressed in this response to comments document.
However, CARB staff will be responding to all comments received to date, including those
received at the Board Hearing, in the Final Statement of Reasons.

275-2: The commenter states: “Regulatory predictability and operational feasibly may be the
most important factor that justifies NAIMA's advocacy for a slower rate of decline.

Sudden accelerations in regulatory oversight can strain agency resources. Gradual shifts help
CARB attract and retain the qualified staff needed for high-quality implementation and data
verification.

Maintaining current levels of free allowance allocations (rather than scaling them back
immediately) protects California's trade-exposed industries from “leakage,” where businesses
move operations to states with less stringent regulations.

In the context of the CARB 2026 amendments, acceleration — specifically the aggressive
removal of allowances from the cap — poses a high risk of carbon leakage. This occurs when
production shifts from California to jurisdictions with weaker climate regulations, resulting in a
global net increase in emissions despite California's local reductions.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.
275-3: The commenter states: “CARB IS REQUIRED TO CONSIDER LEAKAGE

CARSB is legally required to consider domestic leakage (often called “interstate leakage”) under
the California Global Warming Solutions Act (AB 32). The statute mandates that CARB design
regulations to minimize leakage to the “maximum extent feasible” to ensure California’s climate
progress isn’'t canceled out by a simple shift in production to neighboring states like Arizona or
Nevada, or even transport from locations further away. Section 38562(b)(8) of the Health and
Safety Code specifically highlights this obligation.
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It is especially important to consider leakage in this rulemaking, as California confronts an
affordability crisis. Additionally, California will need all the building products it can get to assist
in rebuilding from the fires of early 2025 and to address the housing shortage generally.

Many industry groups argue that CARB’s current “benchmarks” for free allocation are too
stringent and don't fully account for the rising cost of electricity and natural gas in California
compared to the rest of the U.S., which they claim is a form of “cost-driven” domestic leakage.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

Comment Letter 292

3/09/2026 Chloe Ames, et al/"NextGen California, Natural Resources Defense Council,
Environmental Defense Fund, Earthjustice, The Climate Center, California
Environmental Voters, Coalition for Clean Air, Union of Concerned Scientists, Central
California Asthma Collaborative, Pesticide Action and Agroecology Network, Office of
Kat Taylor, California Climate and Agriculture Network, Greenlining Institute, Brightline
Defense, and Climate Reality Project: Silicon Valley Chapter

292-1: The commenter states: “4. Consult the Environmental Justice Advisory Committee, per
AB 32. on the proposed C&l requlation

California’s C&l program affects both greenhouse gas emissions and the distribution of health-
harming co-pollutants that disproportionately impact California’s environmental justice (EJ)
communities. As CARB considers updates to drive deeper GHG reductions, it must also
ensure that the program delivers direct benefits in overburdened communities. Achieving that
goal requires meaningful engagement with EJ communities and their advocates. CARB should
promptly consult the Environmental Justice Advisory Committee to elevate community
priorities and provide recommendations on the proposed rules. We urge CARB to do this
immediately so that ambitious new rules can be put into effect without delay.

Thank you for your consideration of the above comments. We look forward to working
collaboratively to implement these recommendations into the final Cap & Invest regulation.”

Response: See response to comment 46-4. Also, as discussed on page 61 of the Draft EIA, a
2023 study from Hernandez-Cortes and Meng (Hernandez-Cortes and Meng 2023) examined
GHG and air pollution data from 2008 through 2017 and found that, since the Cap-and-Invest
Program took effect, air quality in disadvantaged communities improved more than air quality in
wealthier, less polluted neighborhoods, although disparities still persist.

The remainder of the comment refers to the public process for the development of the
Proposed Amendments. The Draft EIA is not meant to address the regulatory process
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to the regulatory development process are
outside of the scope of the EIA and not addressed in this response to comments document.
However, CARB’s public process for the development of the proposed amendments including
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community listening sessions and consultation with EJAC is described in chapter Xl of the Staff
Report: Initial Statement of Reasons. Staff will also be responding to all comments received to
date, including those received at the Board Hearing, in the Final Statement of Reasons.

Comment Letter 296
03/09/2026 Henry Perea/Chevron

296-1: The commenter states: “Critically, the concern is that the California carbon price will
exceed the transportation costs to bring fuels into the state, which will likely further increase
the state’s reliance on out-of-state production of CARBOB and other finished fuel products.
Significant reliance on out-of-state production and refining will ultimately lead to the exporting
of carbon emissions to jurisdictions that do not have a price on carbon or advanced
greenhouse gas mitigation and control technology in contravention of the statutory mandate of
HSC § 38562.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to cost concerns are outside of the scope of
the EIA and not addressed in this response to comments document. However, CARB staff will
be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

296-2: The commenter states: “It is worth noting that LCFS CI scores include the combustion
emissions for fuels delivered in California, which also represent a significant portion of fuel
suppliers’ C&l obligations. This means that these fuels are burdened with additional costs from
both programs for the same emissions...

In addition to LCFS and C&l compliance costs, CARB is enforcing the Ocean-Going Vessels
At-Berth Regulation on tanker vessels calling at Southern California ports. The rule requires
tankers to use shore power or CARB-approved control technologies that have not been
demonstrated on tankers at scale and raise significant safety, operational, and cost concerns.
Tankers present unique hazards and applying unproven technologies risks disrupting safe
vessel and terminal operations.

The global tanker fleet that calls on California largely is not equipped to use shore power, and
port-side electrical infrastructure is insufficient to support tanker operations. Alternative control
technologies remain in early testing and are not commercially deployable at scale. Absent a
feasible compliance pathway, companies may be forced to limit tanker shipments, reducing the
supply of crude oil and refined products needed to meet California’s energy demand. This risk
is heightened given that California already imports approximately 75 percent?® of the crude oil
it consumes due to restrictions on in-state production. Meanwhile, regulated entities are paying
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millions of dollars into remediation funds to comply, further increasing the cumulative
regulatory burden on fuel supply chains serving California...

AB X2-1 significantly expanded the California Energy Commission’s oversight of in-state
refineries by authorizing minimum inventory and resupply obligations intended to reduce price
volatility.?® In practice, these requirements introduce new operational constraints and
regulatory uncertainty for refiners operating in an already challenging business environment
marked by declining capacity, high compliance costs, and sustained periods of negative net
margins. Since 2020, multiple California refineries have exited petroleum refining or
announced closures, underscoring that continued operation depends on economic viability. AB
X2-1’s inventory and resupply mandates risk further discouraging investment, reducing refinery
utilization, and accelerating the loss of in-state refining capacity by imposing inflexible
requirements that do not reflect the complexity of refinery operations or market dynamics.

For consumers, the consequences of AB X2-1 are closely tied to its impacts on refining
operations. Reduced flexibility and higher compliance costs for refineries are likely to tighten
fuel supply, increasing the risk of higher gasoline prices and greater price volatility, particularly
during outages or peak demand periods. Increased reliance on imported fuels is not a reliable
substitute, as imports are more expensive, slower to respond to supply disruptions, and
expose California consumers to greater global market and logistical risks. As a result, AB X2-1
risks raising transportation fuel costs and disproportionately burdening lower-income
households, while failing to deliver durable consumer benefits unless its costs clearly outweigh
any avoided price volatility, as required by statute.

Maximum Gross Gasoline Refining Margin and Penalty (SB X1-2)

Adopting the maximum gross gasoline refining margin and associated penalty authorized by
SB X1-230 would undermine the economic viability of California refineries. A gross margin
metric fails to account for the full costs of safely and reliably operating a refinery, including
labor, maintenance, regulatory compliance, and capital investment. By mischaracterizing
refinery economics, the policy would increase financial uncertainty and discourage investment
in an already constrained refining system, raising the risk of reduced utilization, deferred
maintenance, and supply disruptions in a geographically isolated market with limited
alternatives. For consumers, weakened refinery operations would translate into tighter fuel
supply, greater price volatility, and higher gasoline prices, particularly during periods of peak
demand or unplanned outages. Reduced in-state production would increase reliance on costly
and slow-to-arrive imports that are ill-suited to respond to supply shocks and carry higher
lifecycle emissions. These impacts would fall most heavily on lower-income households that
spend a disproportionate share of income on transportation fuels, increasing costs without
addressing the underlying drivers of California’s gasoline prices.”

2California Energy Commission - Annual Oil Supply Sources To California Refineries - https://www.energy.ca.gov/data-
reports/energyalmanaci/californias-petroleum-market/annual-oil-supply-sources-california - Accessed on February 23, 2025.

2 AB 1, Hart. Energy: transportation fuels: inventories: turnaround and maintenance. - Date Published: 10/14/2024
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtmI?bill_id=202320242AB1

30 SB-2 Energy: transportation fuels: supply and pricing: maximum gross gasoline refining margin. - Date Published: 03/28/2023 -
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202320241SB2
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Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the EIA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to cost concerns are outside of the scope of
the EIA and not addressed in this response to comments document. However, CARB staff will
be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

296-3: The commenter states: “California’s Health and Safety Code and the California
Administrative Procedure Act®! require that CARB’s proposed emissions limits reflect
“technologically feasible and cost-effective” solutions.3? They also require that CARB “seek][] to
minimize costs and maximize the total benefits to California,”*? “[clonsider” “other benefits to
the economy,”* “do not disproportionately impact low-income communities,” and “minimize
leakage.” Yet the expected compliance cost is greater than $3 billion, risks the 536,000 jobs
connected to California’s oil and gas industry, compromises consumers’ energy security, and
threatens emissions leakage.3¢

Failing to assess the cost and feasibility of the changes as required in the Administrative
Procedure Act deprives refiners of important procedural due process safeguards.®’
Compliance with these laws would impose only minimal fiscal and administrative burdens on
CARSB in contrast to the massive regulatory burden the proposed regulation imposes on
refiners and consumers.38

Separately, the proposed regulation impermissibly imposes a tax via regulation, as opposed to
via statute, in violation of Propositions 13 and 26.3° Relatedly, the proposed regulation is more

than a mere fee*? and thus the proposed regulations—not simply the authorizing law—requires
a favorable two-thirds majority legislative vote.*’

CARB'’s proposed regulation appears counter to the goals and requirements of California
Environmental Quality Act (CEQA). CEQA requires CARB to consider “economic and
technical,” factors as well as long-term and short-term costs,*? provide an accurate, stable, and
finite project description,*? and analyze and disclose “[d]irect and indirect significant effects of
the project on the environment.”* These obligations are not sufficiently met, as the draft
Environmental Impact Assessment (EIA), among other deficiencies, lacks an adequate
analysis of the actual environmental impacts of leakage that will foreseeably result from the
proposed regulation and fails to consider appropriate alternatives.

Extensive costs and risks of closure for businesses further raise concerns under the California
and federal takings*® and due process clauses.*® Among other things, the proposed regulation
interferes with companies’ “investment-backed expectations” by accelerating the reduction of
the allowance supply.4’And this deprivation is arbitrary: The C&I program seeks to reduce

emissions, but the proposed changes do not rationally approach that problem.®
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Meanwhile, in-state refineries bear this burden while out-of-state refineries do not, implicating
both state and federal equal protection clause protections.*® This disparate treatment has little
rational purpose in light of the resulting leakage. These negative effects could be diminished,
as CARB itself has recognized, by imposing the above recommendation of a well-designed
CBAM.%%”

31 See Cal. Gov't Code § 11342.2 (“no regulation adopted is valid or effective unless consistent and not in conflict with the [enabling] statute
and reasonably necessary to effectuate the purposes of the statute”); id. § 11350 (“[a]ny interested person may obtain a judicial declaration
as to the validity of any regulation”); Cal. Code of Civ. P. § 1085 (providing that a party may petition for and a court may issue a “writ of
mandate” to any “board”).

%2 HSC § 38562(a).

33 1d. § 38562(b)(1)(A).

3 1d. § 38562(b)(6).

% 1d. § 38562(b)(9).

% 1d. § 38562(d)(1).

37 U.S. Const. amend. XIV; Cal. Const. art. |, § 7.

3 Patel v. Penman, 103 F.3d 868, 874 (9th Cir. 1996) (explaining substantive due process violation occurs if challenged regulation is “clearly
arbitrary and unreasonable, having no substantial relation” to its purpose).

39 California Chamber of Com. v. State Air Res. Bd., 10 Cal. App. 5th 604, 625 (2017) (“[T]axes must be levied by the legislative, not executive,
branch... Nor can the legislature delegate the power to tax to an administrative board, although a board can value property and collect
taxes.”).

40 Sinclair Paint Co. v. State Bd. of Equalization, 937 P.2d 1350 (Cal. 1997).

41 Reid v. City of San Diego, 24 Cal. App. 5th 343, 351 (2018) (noting Proposition 26 “required the electorate to approve laws increasing
taxes, and shifted to the government the burden of demonstrating that any charge, levy, or assessment is not a tax”).

42 Cal.Pub.Res.Code § 21001(g)
43 See Cal. Code Regs., tit. 14, § 15124.
4 See Cal. Code Regs., tit. 14, § 15126.2(a)

4 U.S. Const. amend. V, 14; Cal. Const. art. 1, § 19; see also Murr v. Wisconsin, 582 U.S. 383, 392 (2017); San Remo Hotel L.P. v. City and
Cnty. of San Francisco, 27 Cal. 4th 643, 664 (2002) (California takings clause tracks federal one).

46 U.S. Const. amend. XIV; Cal. Const. art. |, § 7. The California and federal due process clauses are identical in scope. Kumar v. Koester, 703
F. Supp. 3d 1140, 1148 (C.D. Cal. 2023), aff'd on other grounds, 131 F.4th 746 (Sth Cir. 2025).

471d. at 393, 397.

48 Erotic Serv. Provider Legal Educ. & Rsch. Project v. Gascon, 880 F.3d 450, 457 (9th Cir. 2018), amended on other grounds, 881 F.3d 792
(9th Cir. 2018) (stating rule that there must be a “rational relationship between” the regulation and its purpose to comply with constitutional
due process requirements).

4 See U.S. Const. amend. XIV; Cal. Const. art. |, § 7; see also RUI One Corp. v. City of Berkeley, 371 F.3d 1137, 1154 (9th Cir. 2004) (“The
equal protection analysis under the California Constitution is ‘substantially similar’ to analysis under the federal Equal Protection Clause.”).

%0 See CARB - Cap-and-Invest Program Workshop OCTOBER 29, 2025 https://ww2.arb.ca.gov/sites/default/files/cap-
andtrade/meetings/nc_CaplnvestWorkshop_October2925.pdf.

Response: Chapter 4.0 of the EIA analyzes all potentially adverse direct and indirect effects in

compliance with CEQA. The Draft EIA makes a good faith effort to disclose potentially

significant impacts and proposes project-level mitigation measures that could be implemented

to reduce impacts. Pursuant to Section 15002(g) of the CEQA Guidelines, the Draft EIA

identifies a significant effect, and CARB, the legal entity approving the Proposed Amendments,
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determines whether the adverse environmental effects can be substantially reduced and
explains why they may not. In the context of the Draft EIA, and the potentially significant
impacts identified that may occur outside of the state, CARB cannot, with a high degree of
certainty, precisely predict the locations of these impacts nor account for the regulatory
environment that may be capable of reducing impacts to a less-than-significant level.
Nevertheless, these potential adverse impacts are identified and disclosed in the Draft EIA. As
emphasized in the Draft EIA throughout Chapter 4.0 following the recommendation of
resource-specific project-level mitigation measures, the authority to determine project-level
impacts and require project-level mitigation lies with land use and/or permitting agencies for
individual projects, and the programmatic level of analysis associated with the Draft EIA does
not attempt to address project-specific details of mitigation; there is inherent uncertainty in the
degree of mitigation that may ultimately be implemented to reduce potentially significant
impacts. Therefore, the Draft EIA meets the requirements of CEQA and fully analyzed potential
direct and indirect effects of the proposed amendments at the appropriate level of analysis.
The commenter asserts, in general terms, that the Draft EIA does not meet CEQA’s
requirements. However, the comment does not provide specific examples or evidence to
support these claims. The comment does not raise issues related to the adequacy of the
environmental analysis, and no edits to the Draft EIA are required in response to this comment.

Please refer to Master Response 1 regarding emissions leakage concerns and Master
Response 2 regarding alternative mechanisms to reduce emissions leakage.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to cost concerns are outside of the scope of
the EIA and not addressed in this response to comments document. However, CARB staff will
be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

Comment Letter 318
03/09/2026 Kyle Throop/Individual

318-1: The commenter states: “Yet you want to force the poor and senior citizens on a fixed
income into driving electric vehicles in a state where PG&E charges extremely high prices for
electricity already and will have to charge even more when the grid that suffers brown outs
already gets overloaded even more. Be honest this isn't about the environment it's about
setting it up so you can charge citizens even more and make yourselves a ton of money with
the build out for the server farms required for Al. Nevermind, that the those server farms
pollute billions of gallons of water that CA doesn't have to spare, which once again makes it
clear this is not about the environment. These proposed changes are a betrayal of both the
people and environment of CA. and they will cause millions to flee reducing CA's political
power.”
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Response: The Cap-and-Invest Program and the Proposed Amendments are designed to
support achievement of the 2030 and 2045 climate targets by regulating the largest emitters of
GHG emissions in the State. They do not require specific action by individuals. Nor are the
Proposed Amendments related to server farms required to power Al. With respect to the
economic impact of electricity under the Proposed Amendments, the EIA is not meant to
address economic, social, or financial issues associated with the Proposed Amendments.
Rather, the purpose of CEQA and the ElAis to fully analyze and mitigate the Proposed
Amendments’ potentially significant physical impacts on the environment. As such, comments
related to economic impacts are outside of the scope of the EIA and not addressed in this
response to comments document. However, CARB staff will be responding to all comments
received to date, including those received at the Board Hearing, in the Final Statement of
Reasons.

Comment Letter 324
03/09/2026 Brian McDonald/Marathon Petroleum Company LP

324-1: The commenter states: “CARB’s proposal undermines the intent of AB 1207 (Irwin,
2025) by threatening to exacerbate the already elevated fuel production costs faced by in-state
refineries and drive more refining production out of the state, resulting in adverse impacts on
California’s economy and environmental objective due to a greater reliance on imports of fuel
from out-of-state and international refineries.”

Response: CARB disagrees with the assertion from the commenter that the Proposed
Amendments would undermine the intent of AB 1207. AB 1207 extends the Cap-and-Invest
Program through 2045 and requires CARB to determine the maximum technologically feasible
and cost-effective GHG reductions. It also ensures that Program-wide aggregate emissions
from covered sources, at a minimum, decline in line with State climate targets and that the
Program makes targeted design changes. The detailed project description in Chapter 2.0 of
the Draft EIA clearly shows that the Proposed Amendments are in line with the intent of AB
1207.

Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

324-2: The commenter states: “Marathon’s recommendations aim to ensure the C&l Program
reduces greenhouse gas (GHG) emissions without undermining California’s economy.
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Contrary to AB 1207 (Irwin, 2025) CARB’s Proposed Amendments would sharply increase in-
state refineries’ cost to produce transportation fuel, increasing the risk of leakage.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

324-3: The commenter states: “Marathon has also invested in renewable transportation fuels,
which are a critical and complementary component of California’s climate strategy. These fuels
deliver near-term lifecycle GHG reductions from the existing vehicle fleet and are especially
important in sectors where alternatives to liquid transportation fuels remain limited. Adding
costs to in-state renewable fuel facilities may undermine this strategy.”

Response: The environmental benefits bio-derived fuels are recognized under the current
Regulation and Proposed Amendments. The EIA is not meant to address economic, social, or
financial issues associated with the Proposed Amendments. Rather, the purpose of CEQA and
the ElA s to fully analyze and mitigate the Proposed Amendments’ potentially significant
physical impacts on the environment. Therefore, comments related to cost concerns are
outside of the scope of the EIA and not addressed in this response to comments document.
However, CARB staff will be responding to all comments received to date, including those
received at the Board Hearing, in the Final Statement of Reasons.

324-4: The commenter states: “Without increased allocations to industrial facilities, CARB’s
Proposed Amendments would sharply raise the cost to produce transportation fuels in
California. These cost pressures could ultimately result in job losses, lower tax revenue,
weaker supply chains, greater import dependence, and higher global GHG emissions.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.
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324-5: The commenter states: “Third-party data shows that the projected outcome of the
Proposed Amendments will, in fact, accelerate the rate of leakage as the Proposed
Amendments are likely to result in the following:

» Drive more refining production capacity out of the state and increase reliance on imports,
which in turn will negatively impact California’s economy (economic leakage); and

» Shift refining capacity to out-of-state and international refineries in jurisdictions that have
not adopted any, or as stringent, GHG emission regulations (environmental leakage).”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

324-6: The commenter states: “The net effect of decreased transportation fuel production in
California will be an increase in global GHG emissions. Such an outcome would undermine
California's environmental objectives while increasing costs and supply risks for consumers.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The EIA is not meant to address economic, social, or financial issues associated with the
Proposed Amendments. Rather, the purpose of CEQA and the ElAis to fully analyze and
mitigate the Proposed Amendments’ potentially significant physical impacts on the
environment. Therefore, comments related to cost concerns are outside of the scope of the
EIA and not addressed in this response to comments document. No edits to the Draft EIA are
needed in response to this comment.

324-7: The commenter states: “Under CARB’s current proposal, however, the remaining
practical options for refineries to materially reduce GHG emissions are to curtail operations -
thereby reducing fuel production - or to shift refining activity out of state. Either outcome would
undermine the C&I Program’s objectives by increasing costs, threatening fuel supply reliability,
and heightening the risk of emissions leakage and an overall increase in GHGs.”

Response: Please refer to Master Response 1 regarding concerns related to emissions
leakage and the potential for refinery production curtailment or closures.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
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document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

Comment Letter 326
03/09/2026 Zsuzsanna Klara /PCE, CEA, SDCP, RCEA, VCE

326-1: The commenter states: “If the VRE Reserve is not replenished, the practical effect is
that voluntary renewable electricity procurement in California no longer translates into
statewide emissions reductions under the cap-and-invest framework, unless entities separately
purchase and retire allowances.”

Response: See response to comment 37-1.

Comment Letter 328
03/09/2026 Trudi Hughes/California League of Food Producers

328-1: The commenter states: “CARB Must Balance California’s Climate and Economic Goals

For the Cap-and-Invest Program to have a positive impact on the climate, it is critical that it
functions to not only drive in-state reductions of greenhouse gas (GHG) emissions, but also to
avoid increasing emissions outside of the state. The California Global Warming Solutions Act®
(Act) does not require CARB to turn a blind eye to the impact of the Program on global GHG
emissions, the state’s economy, and low-income communities in order to hit the in-state GHG
emissions reduction targets. On the contrary, the Act specifically states that CARB’s
implementing regulations are only required to achieve the maximum “technologically feasible
and cost-effective” GHG emission reductions and to achieve California’s GHG emissions
reduction goals “to the extent feasible.”® The Act also requires CARB to “ensure that activities
undertaken to comply with the regulations do not disproportionately impact low-income
communities,” and to consider “cost-effectiveness of these regulations,” “overall societal
benefits” including “benefits to the economy, environment, and public health,” “the effect of
these regulations on affordability, cost effectiveness, and minimization of leakage in California,”
and “the significance of the contribution of each source or category of sources to statewide
emissions of greenhouse gases.” It specifies that CARB must “minimize leakage,” including
by distributing industrial sector allowances to minimize emissions leakage risk to cost
effectively achieve the state’s GHG emissions reduction goals and the purposes of the Act
beginning January 2, 2031.8 Collectively, these provisions empower CARB to craft rules that do
not negatively impact the state’s economy, businesses, and low-income communities while
causing GHG emissions elsewhere that offset California’s reductions.

We recognize and appreciate that CARB’s regulatory proposal includes measures intended to
minimize the impact of the proposed increased Program stringency on in-state manufacturing.
However, unless the measures are sufficient to mitigate the effect of the proposed increased
Program stringency on leakage, CARB’s proposal could result in a net increase of global GHG
emissions and create significant negative effects on California’s economy and communities by
driving food production and other manufacturing to jurisdictions with lower regulatory
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compliance burdens, while harming low-income communities, California businesses, and the
state and local economies. This result would clearly conflict with the purpose and intent of
California’s climate policy. CLFP urges CARB to ensure that any changes it makes to the
Program regulations will not cause this adverse result.”

5 AB 32 (Nunez, 2006), as amended by SB 32 (Pavley, 2015), AB 1279 (Muratsuchi, 2022), and AB 1207 (Irwin, 2025).
6 Health & Saf. Code, §§ 38560, 38562.
" Health & Saf. Code, § 38562(b).

8 Health & Saf. Code, § 38562(c)(2)(G).

Response: CARB disagrees with the commenter that either the Proposed Amendments or the
Cap-and-Invest Program have the potential to result in a net increase of global GHG
emissions. Chapter 4.0 of Draft EIA and the Initial Statement of Reasons (ISOR) for the
rulemaking sets forth extensive analysis regarding the Proposed Amendments’ GHG benefits,
including the anticipated GHG emissions reductions in Table 18 of the ISOR. Further the
commenter provides no data to support its claim.

Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the EIA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

328-2: The commenter states: “Modifications to the Proposed Manufacturing Decarbonization
Incentive Allocation Could Further Minimize Leakage Risk in the Food Processing Sector

The food processing industry in California is particularly vulnerable to emissions leakage.
California food producers operate on very narrow margins. Consequently, the industry is more
vulnerable than most to increases in regulatory compliance costs, increasing consumer prices
for food processed in the state. Increases in natural gas costs and increasing allowance costs
for food processors are especially likely to result in emissions leakage and in substantial
collateral damage to the economic viability of the food processing industry and the low-income
communities that rely on the availability of food processing jobs. CARB must consider these
impacts on California’s economy, businesses, and low-income communities.®

Food processing facilities are already closing due to increasing regulatory and economic
pressures. For example, since 2020, four of the state’s tomato processing facilities have
closed. The proposed removal of 118 million allowances from the Program through 2030 will
increase the cost of allowances and, in turn, place additional pressures on in-state food
producers and increase the risk that additional facilities will close and that production (and
associated emissions) will move out of state. To reduce the impact of the increased Program
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stringency on emissions leakage risk, CLFP strongly supports CARB’s proposal to maintain a
100 percent assistance factor for all manufacturing through 2035, and to reduce the cap
decline rate for manufacturers through 2031.

CLFP also supports CARB’s proposal to provide an incentive allocation for manufacturing
decarbonization projects that reduce GHG emissions and protect against leakage through a
manufacturing decarbonization incentive allocation. However, we ask CARB to also consider
that, in most cases, food processing operations cannot be decarbonized while still maintaining
economic competitiveness with out-of-state producers, which limits the ability of the
manufacturing decarbonization incentive allocation to mitigate the increased leakage risk that
would result from CARB’s proposed increased Program stringency. Many food processing
operations in the State rely on high heat processes, including boilers and dehydrators, that rely
on natural gas to reach temperatures required to meet food safety requirements. For example,
tomato processing uses natural gas combusted in boiler burners to generate heat, which
drives the heat transfer process that converts boiler water into steam. The steam is then
distributed throughout the facility to support various heating and processing operations such as
cooking, evaporation, and sterilization. Natural gas is also used in cogeneration systems,
where gas turbines generate an average of 10 megawatts (MW) of electrical power for facility
use, and the turbine exhaust serves as the heat source for the waste-heat boilers, enabling
additional steam production without requiring supplemental natural gas firing in those boilers.
All tomato products are heated to temperatures above 200° F in fully enclosed systems to
achieve pasteurization. Thermal processes, including heating, holding, and cooling of cans and
pouches, prevent microbial spoilage and ensure long-term shelf stability.’® Each step is tightly
controlled and continuously monitored through automated systems and instrumentation to
maintain commercial sterility and ensure products meet customer specifications.

Even under the most aggressive regulatory scenarios, the food processing industry is only
capable of making a relatively minor contribution to achieving CARB’s statewide GHG
reduction goals. The 35 food processing facilities that are currently subject to the Program
generate relatively minimal GHG emissions. The total annual carbon emissions of these
facilities are only about 1.9 million metric tons (mmt) of carbon dioxide equivalent (COZ2e), and
the total emissions for the entire food processing sector are only about 2.1 mmt COZ2e,
accounting for less than 1 percent of total annual statewide GHG emissions."'? Food
processors have also already invested heavily in measures to improve fuel efficiency, and
many facilities have been able to increase production without increasing GHG emissions.
Additional meaningful GHG emissions reductions are challenging because of the quantity and
cost of electricity or alternative fuels (such as biofuels and hydrogen) that would be needed to
power high-heat food processing equipment and to generate the steam needed for steam-
powered equipment; the infrastructure, technology, and logistical constraints that prevent
facilities from obtaining a sufficient, reliable supply of electricity or alternative fuels; and the
extremely high capital costs and operation and maintenance costs that facilities would incur to
transition their natural gas powered operations. For example, operating a single representative
tomato processing facility at a typical steam demand of 1.1 million pounds per hour would
require approximately 330 MWh of electricity.”
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9 Health & Saf. Code, § 38562(a), (b), (c)(2)(G).

0 These thermal processes achieve the required 5-log reduction in pathogenic organisms, meeting the regulatory standards
outlined in 21 CFR 155.190 (canned tomatoes), 21 CFR 155.191 (tomato concentrates), and 21 CFR 117 (current Good
Manufacturing Practice, hazard analysis, and risk-based preventive controls for human food).

" See CARB, 2024 Mandatory GHG Reporting - Reported Emissions; CARB, 2026 Public Allocation Summary.pdf.

12 Note: The actual impact of California food processing on California GHG emissions is not reflected by their facility-level
GHG emissions number alone. It does not account for GHG reductions associated with the CO2 uptake of crops grown in
state for processing (about 8 grams of CO2 per tomato plant per day multiplied by hundreds of thousands of plants and days
in the growing season) or transportation GHG emissions savings associated with processing produce in the state near the
fields where they are grown. It is much lower, and may in fact be net negative, when taking offsetting factors into account.

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

To the extent the comment focuses on potential energy impacts, CARB responds that
guidance on evaluation of energy impacts in CEQA Guidelines Section 15126.6(b) states that
the “analysis is subject to the rule of reason and shall focus on energy use that is caused by
the project.” Implementation of the Proposed Amendments, among other regulatory
mechanisms, such as the Renewables Portfolio Standard overseen by the California Energy
Commission (CEC), the California Public Utilities Commissions (CPUC), and utilities
throughout the state; Senate Bill (SB) 32; AB 1279; and guidance developed by local air
districts that recommend decarbonizing new development and use of EV chargers; would
incrementally increase electricity and hydrogen demand while dramatically reducing fossil fuel
use and changing the composition of the electrical grid as the state continues to pursue its
long-term GHG reduction goals of carbon neutrality by 2045. However, CEQA does not require
agencies to undertake a system-wide electrical demand analysis in the context of all other
projects statewide that may increase electrical demand. Statewide electric grid planning is
routinely undertaken by the responsible state agencies, as described below.

In 2024, according to the CEC, 34 percent of the state’s electricity was sourced from natural
gas combustion. Also in 2024, 51 percent of the state’s electricity was sourced from eligible
renewable energy (excluding large hydroelectric power, which accounted for 11 percent of total
electricity). As summarized on pages 81 through 83 of the Draft EIA, California’s Renewable
Portfolio Standard (RPS), which was established by legislation enacted in 2002 and had its
most recent targets set by SB 100 in 2018, requires each of California’s load-serving entities to
procure 60 percent of its retail electricity from eligible renewable sources by 2030.

As the Proposed Amendments are implemented over time, the electrical grid in the state will
continue to become increasingly more renewable as the benchmark targets of the RPS are
met by local utilities. Therefore, emissions associated with electricity demand will progressively
decrease into the future as electricity supplied by nonrenewable sources decreases.
Historically, the state’s electric grid has expanded and evolved as consumer demand for
electricity services has grown, including with the recent emergence of electric vehicles and the
decarbonization of buildings. California’s existing electricity grid and approved investments
occurring now support the state to handle its investment in a decarbonized economic system,
including electrifying industry. State agencies and electric utilities have planned for electrical
distribution upgrades and new load for a decarbonized economy via statewide energy system
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planning processes, including the CEC’s Integrated Energy Policy Report (IEPR) forecasting,
California Independent System Operator (CAISO) transmission planning, and the CPUC’s
Integrated Resource Plan (IRP) proceeding for 10-year grid enhancement strategies. The
CPUC has already approved utility investments to upgrade the electricity grid, along with
electricity rate changes to fund them. A resilient and reliable electric grid is the backbone for
the smooth functioning of today’s energy sector (powering industry, moving fuels along
pipelines across the state, pumping fuel at gas stations, charging an electric vehicle, etc.) and
will continue to be crucial for supporting charging options and further decarbonization in the
future

For the portions of the comment that refer to economic elements of the Proposed
Amendments. The EIA is not meant to address economic, social, administrative, or financial
issues associated with the Proposed Amendments. Rather, the purpose of CEQA and the EIA
is to fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

328-3: The commenter states: “California currently does not have the energy infrastructure
needed to meet the energy needs for its food processing facilities, making it technologically
infeasible to achieve meaningful further decarbonization in this sector. It will be years, possibly
decades, before the state’s electrical grid will generate sufficient electricity and before the
state’s alternative fuels sectors are able to generate a sufficient and reliable supply to meet this
increased demand. It will also likely be decades before the state has constructed the
infrastructure needed to distribute the electricity, hydrogen, and biofuel to where it is needed,
especially for food processors located in rural areas. Electricity and alternative fuels are also
not cost effective because their costs are extremely high compared to the cost of natural gas.'
For example, the energy cost to operate an electric boiler is eight times higher than the cost to
operate a natural gas boiler because of high electricity prices.”

3 See Cal. Independent System Operator (CAISO). (2022) 20-Year Transmission Outlook. Available at
http://www.caiso.com/InitiativeDocuments/Draft20-YearTransmissionOutlook.pdf [estimating that infrastructure upgrades
necessary to meet demand will cost $30.5 billion over 20 years, and that transmission projects require eight to ten years of lead time]; Cal.
Council on Sci. & Tech. (CCST). (Apr. 2025). Key Challenges for California’s Energy Future. Available at CCST-Key-Challenges-for-
Californias-Energy-Future.pdf [noting that clean alternative fuels are expensive, supplies are limited, and indirect impacts have not been
analyzed (lifecycle analysis); and that utilities are constrained in their ability to provide reliable power, and new and increasing energy
demand will require upgrades and expansion of an electrical grid challenged by wildfires, extreme heat, and weather events, expected to
cost billions of dollars over the next 20 years].

Response: Please refer to response to comment 328-2.

For the portions of the comment that refer to economic elements of the Proposed
Amendments. The EIA is not meant to address economic, social, administrative, or financial
issues associated with the Proposed Amendments. Rather, the purpose of CEQA and the EIA
is to fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
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document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

328-4: The commenter states: “The Proposed Increased Program Stringency from 2031
Through 2045 Will Push Food Production and GHG Emissions Out of State

CLFP opposes CARB’s proposal to aggressively increase the stringency of the Program
starting in 2031, including increasing the cap adjustment factor starting in 2032, which will
necessarily reduce the number of free allowances available to food processing facilities. Free
allowances are a necessary and critical tool to minimize emissions leakage in this sector given
the limited the ability of food producers to feasibly and cost-effectively achieve further material
GHG emissions reductions. We are very concerned about the collateral damage CARB’s
proposal will cause to the economy of the state and low-income communities that rely on food
processing jobs, spending, and tax revenue, and to the climate as food production and
associated GHG emissions increasingly shift outside of California.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

328-5: The commenter states: “CARB should evaluate economic and environmental leakage
risk on a sector-specific basis, based on best available science and scientific methodologies.
To ensure that CARB can distribute allowances to food processers in a manner that minimizes
leakage risk, CARB should consider sector-specific and facility-specific factors and take them
into account when developing a methodology for distributing allowances post-2030 in
accordance with the requirements of AB 1207. As noted earlier, the food processing industry
accounts for a very minor portion of total statewide GHG emissions and that should factor into
the regulatory framework.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the EIA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.
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328-6: The commenter states: “Industrial Leakage Study

CARB based its proposed regulatory updates on the results of an industrial emissions leakage
study it commissioned to comply with reporting requirements in AB 398 (2017).'* Evaluation of
this leakage report by stakeholders and their technical experts is critical to our ability to
meaningfully evaluate whether proposed regulatory changes based on the study’s results and
recommendations adequately characterize and minimize leakage risk. Given the importance of
the study to CARB’s development of leakage minimization measures in the proposed
regulation, CLFP asks that CARB release the findings of the industrial leakage study and
provide an additional public comment period on the pending regulatory proposal following its
release to facilitate meaningful stakeholder participation and input on the regulatory proposal.”

14 See CARB Cap-and-Invest Workshop October 2025 presentation, slides 26-46; CARB Cap-and-Invest Workshop October 2025 recording;
AB 398 (2017), Health & Saf. Code, § 38562(c)(2)(J).

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

Comment Letter 337
03/09/2026 Elizabeth Esquivel/California Manufactures & Technology Association

337-1: The commenter states: “To genuinely minimize leakage, CAFs must be set at the
highest level necessary to maintain cost parity between California facilities and their
unregulated competitors. Any adjustment to CAFs should be grounded in updated, sector-
specific leakage analysis and a transparent assessment of cumulative cost impacts. Without
these adjustments, the proposed reduction risks driving production, and the associated
emissions, out of state, ultimately undermining both California’s economic base and global
climate objectives.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The Proposed Amendments significantly increase CAFs from 2027-2030, maintain 100%
assistance factors through 2030, strengthen the MDI allocation for low-carbon production
investments, and revise the existing product-based allocation benchmarks and related
definitions for cement manufacturing, crude oil production, transportation fuel production, and
other sectors to ensure the Cap-and-Invest Program appropriately incentivizes low-carbon
production methods while mitigating leakage risk posed by out-of-state competitors not subject
to a comparable carbon pricing program. The Proposed Amendments only set CAFs through
2030, which provides more time to analyze leakage risk and any updated data and information
for covered facilities before reexamining CAFs and any potential additional and complementary
leakage protection mechanisms for post-2030 in a future rulemaking.

Comment Letter 341

03/09/2026 Adarsh Srinivasan/ International Emissions Trading Association

341-1: The commenter states: “We note that CARB has set post-2031 CAFs and revised
allocation benchmarks for several industries in the proposed regulation to align with the
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decreasing allowance budgets. We support this direction while recognizing there are certain
sectors that may merit a more gradual decline based on valid competitiveness concerns and
the potential for carbon leakage.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

Comment Letter 347
03/09/2026 Michael Boccadoro/Agricultural Energy Consumers Association

347-1: The commenter states: “While California’s Cap & Invest program is the least-cost
alternative when compared to more direct command-and-control regulation, it is still costly. As
the cap tightens and the program enters a significantly more stringent phase, compliance cost
will increase substantially. As stated previously, higher ambition results in higher costs and
increased emissions leakage. CARB must fully consider the impact of the proposed regulation
on the food production sector and the ramifications for already struggling rural economies. As
energy and fuel costs continue to rise dramatically, these impacts will only exacerbate the
fallout for food production companies already struggling with the high cost-of-doing-business
and residents already struggling with the high cost-of-living in the state.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

Comment Letter 348
01/01/2026 Tyler Kruzich et al. /Individual

348-1: The commenter states: “California’s energy future depends on policies that avoid
undermining in-state refining and crude production, increasing consumer costs, or accelerating
emission and economic leakage. As highlighted throughout this letter, the proposed
amendments to the Cap-and-Invest Program do not adequately safeguard against these risks.
With refinery closures already reducing California’s fuel security and raising dependence on
foreign imports, it is essential that CARB strengthen industrial allocation provisions, consider
implementation of a CBAM, recognize the cumulative burden of overlapping state policies, and
ensure regulatory stability that encourages continued investment in in-state facilities.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns and
Master Response 2 regarding alternative mechanisms to reduce emissions leakage.
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In recognition of the emissions leakage risk faced by California manufacturing sectors and of
the barriers to maintaining efficient production in the State while achieving the deep
carbonization needed to meet California’s climate targets, the CAF for Standard Activities,
including refineries, were increased through 2030 to provide additional emissions leakage
protection relative to the 45-day Amendments while maintaining the annual cap declines.

For the portions of the comment that refer to economic elements of the Proposed
Amendments, the EIA is not meant to address economic, social, administrative, or financial
issues associated with the Proposed Amendments. Rather, the purpose of CEQA and the EIA
is to fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

The comment also requests that CARB recognize the cumulative burden of overlapping state
policies. Pursuant to CEQA Guidelines Section 15130, Chapter 5.0, “Cumulative and Growth-
Inducing Impacts” of the Draft EIA discusses the cumulative impacts of the project. In addition,
CARB has considered any potential inconsistencies between the project and any applicable
general plans, specific plans, and regional plans, including the State Implementation Plan and
plans for reducing GHG emissions, and has designed the proposed project to avoid any
potential inconsistencies.

Comment Letter 352

03/09/2026 Steve Coppinger/ Coalition for Sustainable Cement Manufacturing &
Environment (CSCME)

352-1: The commenter states: “Implement an incremental BCA framework for imported cement
without further delay, consistent with the mandates of SB 596, AB 32, and AB 398.

» Adopt a two-phase approach that establishes a practical, defensible interim framework
immediately, while expanding and refining the program over time as needed.

» Use conservative default emissions factors where facility-specific data is unavailable, while
providing importers with an incentive to report product- and plant-specific data.

» Recognize that the BCA and the allowance allocation framework are complementary tools
that must work in concert to effectively minimize leakage risk.

» Most importantly, CARB should avoid making the perfect the enemy of the good — the
risks of further delays are mounting, and California has the statutory authority, the legal
precedent, and the technical tools needed to act now”

Response: Please refer to Master Response 2 regarding alternative mechanisms to reduce
emissions leakage and response to comment 376-4.

Proposed Regulatory Amendments to the Cap-and-Invest Program 48



Responses to Comments

Comment Letter 376
03/09/2026 Jo Gardias/ Natural Resources Defense Council

376-1: The commenter states: “CARB should reduce the scope of qualifying onsite generation
activities that can receive financing from the Incentive Allocation to ensure that incentivized
activities don’t result in unaccounted GHG emissions or unnecessary co-pollutants. The
proposed amendments permit EITE facilities to receive financing for the following types of
onsite hydrogen generation to qualify from the Industrial Allocation:3'

Low-carbon hydrogen. An eligible facility may use the value of manufacturing decarbonization
incentive allocation allowances to purchase low-carbon hydrogen that meets at least one of the
following requirements:

1. The hydrogen is produced through a process that has received a tax credit pursuant to 26
U.S.C. § 45V(b)(2)(A-D): Credit For Production of Clean Hydrogen (July 2024) herein
incorporated by reference; or

2. The hydrogen is produced from exempt biomass-derived feedstocks as defined in section
95852.2(a); or

3. The hydrogen is produced from the electrolysis of water using 100 percent renewable
electricity.

Using the first definition of hydrogen which cross-references 6 U.S.C. § 45V(b)(2)(A-D) is
appropriate because it provides the necessary guardrails for ensuring proper accounting of
actual greenhouse gas emissions reductions, as outlined NRDC’s comments submitted to the
U.S. Department of Treasury on February 26, 2024.3? Should the 45V tax credit expire at the
federal level, we would encourage CARB to continue using the criteria that is in 26 U.S.C. §
45V (b)(2)(A-D) alongside the 2025 regulations issued by the IRS.

In contrast, the second and third definitions do not provide sufficient guardrails to prevent
additional grid emissions, which would exceed the emissions associated with the first
definition.”

31 CARB (2026b), pg. 214
32 https://www.regulations.gov/comment/IRS-2023-0066-29696

Response: The Draft EIA identifies reasonably foreseeable direct and indirect impacts of a
project, including cumulative impacts, and establishes a reasonable range of alternatives.
However, additional guardrails were added to the Proposed Amendments, including limiting
eligibility of low-carbon hydrogen procurement to only hydrogen produced from biomass-
derived fuels that are fully exempt from a Cap-and-Invest Program compliance obligation.
Furthermore, text was added in the 15-day amendments to clarify that hydrogen is eligible for
MDI if it received or meets the requirements of 45V and alternatively that low-carbon
electrolytic hydrogen produced using 100 percent renewable electricity is only an eligible use
of MDI value if that electricity was generated by an Eligible Renewable Energy Resource with
additional guardrails. These changes were necessary to ensure that the use of MDI value
achieves GHG emissions reductions and is aligned with CARB’s 2022 Scoping Plan Update.
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Staff believes the policy landscape in which clean hydrogen would be produced in California
already protects against the outcome of increased grid emissions.

376-2: The commenter states: “Furthermore, CARB should avoid prematurely allowing for
exempt biomass-derived feedstocks to qualify for the Incentive Allocation at this point, given
that the public health, land and biodiversity impacts of biomass-derived feedstocks needs
further study.3%”

35 CEC, “Biomass Energy in California,” (accessed 2026).

Response: The Draft EIA identifies reasonably foreseeable direct and indirect impacts of a
project, including cumulative impacts, and establishes a reasonable range of alternatives. The
comment does not address the adequacy of the Draft EIA; rather, it provides suggestions and
comments regarding additional public review. However, changes were made to the Proposed
Amendments to exclude biomass-derived fuels that are partially exempt from a compliance
obligation due to the fuel being only partially biogenic. Biomass-derived fuels that have a
partial exemption from a Cap-and-Invest Program compliance obligation are not eligible for use
of MDI allocation value to ensure that MDI value targets biomass-derived fuel use and
methane emissions reductions that reduce facility covered GHG emissions aligned with the
deep decarbonization needed to support the State’s progress toward achieving its 2030 and
2045 climate targets.

376-3: The commenter states: “Additionally, the proposed amendments did not analyze options
for long-term leakage solutions beyond 2035, such as the adoption of a Carbon Boarder
Adjustment Mechanism (CBAM) or reporting on import emissions.

The proposed amendments punt analyzing key tools that are necessary to avoid long-term
leakage risk among EITE facilities... This means that the policy signal necessary to encourage
early investment, support early market transformation, or begin to construct the infrastructure
necessary for industrial decarbonization is delayed through at a minimum 2035, seeding an
opportunity for California markets and supply chains to mature.”

Response: Please refer to Master Response 2 regarding alternative mechanisms to reduce
emissions leakage.

376-4: The commenter states: “As a consequence of this lackluster approach to EITE free
allowances, CARB’s proposal not to adjust the allocation of free allowances until 2035 casts
concerns about whether the cement industry will meet its emission reduction targets in SB
596... Absent further regulation, and accounting for the step-down in allocations in 2032,
preliminary estimates indicate the cement industry would likely still need to reduce emissions
by at least 5 percent in order to meet the SB 596 2035 target and is unlikely to meet the 2045
net-zero target.”

Response: SB 596 (Becker, Chapter 246, Statutes of 2021)), requires that cement used in
California achieve net-zero emissions by 2045 and 40% below the 2019 emissions levels by
2035. The Proposed Amendments support achievement of these targets through recognition of
low carbon materials in cement allowance allocation, MDI allocation that incorporates
measures to support reductions in process emissions and allowance allocation for the sector
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that recognizes its high leakage risk. The Proposed Amendments do not set CAFs post-2030
but retains emissions caps through 2045 to send long-term market signal for decarbonization.
Post-2030 CAFs will be considered as part of a future rulemaking, which provides time to
continue to work through stakeholder concerns and to further consider alignment with the 2035
target established for the cement sector under SB 596. CARB is mindful that the Cap-and-
Invest Program and the Net-Zero Emissions Strategy for the Cement Sector under SB 596,
have different scopes and GHG emissions accounting frameworks. While acknowledging these
accounting differences, the Proposed Amendments are not in conflict with the goals or targets
of SB 596.

376-5: The commenter states: “To round out a strategy and price signal for industrial
decarbonization, we recommend CARB open a supplemental rulemaking as soon as possible
to develop a long-term pathway to avoiding leakage and achieve industrial decarbonization... A
CBAM for cement would ensure that all cement used in California is subject to the same
emissions requirements and provide certainty that there will be a market for ultra-low-
greenhouse gas emission cement that may be more expensive to produce.”

Response: Please refer to Master Response 2 regarding alternative mechanisms to reduce
emissions leakage.

Comment Letter 381
03/09/2026 Jodie Muller/Western States Petroleum Association

381-1: The commenter states: “In preparing an EIA, CARB is required to assess all reasonably
foreseeable direct and indirect impacts of a project, including cumulative impacts.®” The Draft
EIA identifies minimizing emissions leakage as a core objective3® but fails to evaluate how the
Proposed Amendments may affect leakage risk, including adverse impacts to air quality and
GHG emissions. Leakage is an economic response that leads to reasonably foreseeable
physical environmental consequences, including increased GHG emissions outside of
California, localized emissions “hot spots,” or regional pollution increases.”

3714 CCR §§ 15126.2, 15130.
38 Draft EIA, at 17-18.

Response: Please refer to Master Responses 1 regarding emissions leakage concerns.
Section 8 of Chapter 4.0 of the Draft EIA provides an analysis of short- and long-term impacts
on GHG emissions from the Proposed Amendments. As identified on page 88 of the Draft EIA,
the implementation of the Proposed Amendments would have a beneficial impact on GHG
emissions. Additionally, see Section 8 of Chapter 5.0 of the Draft EIA, which provides an
analysis of cumulative impacts on GHG emissions, the Draft EIA determined that cumulative
impacts on GHG emissions would not be cumulatively considerable. No edits to the Draft EIA
are needed in response to this comment.

381-2: The commenter states: “CARB should therefore ensure that the EIA for the project
includes a comprehensive, long-term analysis that evaluates how the Proposed Amendments
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affect industrial activity, fuel supply, electricity demand, GHG emissions from production, and
compliance costs over the full program horizon.”

Response: The potential long-term GHG and energy impacts of reasonably foreseeable
compliance actions associated with the Proposed Amendments have been evaluated and
disclosed throughout the Draft EIA. Impact 6-2 evaluates the long-term operational-related
effects on energy resources (Draft EIA, pages 80-82), and Impact 8-1 evaluates the long-term
effects of the Proposed Amendments on GHG emissions (Draft EIA, pages 85-87). The EIA
also analyzes the effects of the Proposed Amendments on industrial activity; see the
compliance responses discussion in Chapter 2.0 for information on the range of industrial
compliance responses analyzed in the EIA. No edits to the Draft EIA are required in response
to this comment.

The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

381-3: The commenter states: “Emissions benefits for in-state fuel exports: Activities that limit
future in-state transportation fuel production or development may result in GHG emissions
leakage because California refineries supply fuels to other states, including those in the
Southwest. Through the potential future application of CCUS technologies in the Cap-and-
Invest program for industrial emissions and production of low-carbon and renewable liquid
fuels at California refineries, California’s exports could play a pivotal role in reducing the
carbon intensity of fuels consumed in other states compared to fuels produced elsewhere.
Supporting in-state transportation fuel production could therefore help achieve significant out-
of-state emissions reductions and minimize leakage. However, imposing overly burdensome
compliance requirements on this industry sector may result in businesses choosing to leave
California rather than comply, which could instead exacerbate leakage impacts.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

381-4: The commenter states: “c Upstream and downstream emissions for the transportation
fuel sector: Reducing future in-state supply of transportation fuels may lead to increased
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lifecycle emissions impacts associated with electric vehicles. For instance, a typical electric car
requires six times the amount of mineral inputs compared to a conventional vehicle, and
resources are not currently available to meet this demand at scale. Increased reliance on
electric vehicles would therefore increase demand for critical mineral resources and associated
infrastructure for battery production, recycling, and disposal for both light-duty vehicles and
medium- and heavy-duty vehicles, which would result in significant emissions impacts. CARB
provided an estimate for the projected annual increase in battery production in Table 4 of the
Draft Environmental Analysis for the Advanced Clean Car Il regulation showing an annual
increase in battery production ranging from 43.2 gigawatt-hours (GWh) in 2026 to 150.8 GWh
in 2035 — a significant increase from the 60 GWh of lithium-ion battery capacity cumulatively
deployed in the United States electric vehicle market from 2010 to 2020. Lifecycle emissions
impacts could also include increased emissions from electricity generation used during vehicle
operation and increased particulate matter emissions associated with higher vehicle weights.
Accordingly, CARB should conduct a comprehensive study to understand the risks that the
Cap-and-Invest Proposed Amendments could have on upstream and downstream emissions
directly related to the transportation fuel sector.”

Response: The environmental impacts of increased demand for critical mineral resources and
associated infrastructure are discussed throughout the Draft EIA. Under Impact 12-1, the
relative degree to which mining activities could increase from implementation of the Proposed
Amendments is unknown, given the broad range of potential compliance responses and the
wide range of existing market forces that have resulted in increased extraction of mineral
resources to facilitate battery production for products independent of the Program (Draft EIA,
pages 100-111).

The Draft EIA makes a good faith effort to disclose the potentially adverse environmental
impacts related to the mining, manufacturing, and recycling of lithium-ion and even nickel-
hydride batteries throughout its analysis consistent with Section 15002(g) of the State CEQA
Guidelines. Potentially adverse impacts related to mining activities are identified in various
portions of the Draft EIA including Impacts 1-1, 3-2, and 4-2, among other impacts. The Draft
ElA analysis draws conclusions and makes disclosures while avoiding mere speculation, which
is not allowed under CEQA.

As emphasized in the Draft EIA throughout Chapter 4.0 following the recommendation of
resource-specific project-level mitigation measures, the authority to determine project-level
impacts and require project-level mitigation lies with land use and/or permitting agencies for
individual projects, and the programmatic level of analysis associated with the Draft EIA does
not attempt to address project-specific details of mitigation; there is inherent uncertainty in the
degree of mitigation that may ultimately be implemented to reduce potentially significant
impacts. The Draft EIA makes a good faith effort to disclose potentially significant impacts and
proposes project-level mitigation measures that could be implemented to reduce impacts.
Pursuant to Section 15002(g) of the CEQA Guidelines, the Draft EIA identifies a significant
effect, and CARB, the legal entity approving the Proposed Amendments, determines whether
the adverse environmental effects can be substantially reduced and explains why they may
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not. In the context of the Draft EIA, and the potentially significant impacts identified that may
occur outside of the state, CARB cannot, with a high degree of certainty, precisely predict the
locations of these impacts nor account for the regulatory environment that may be capable of
reducing impacts to a less-than-significant level. For instance, mining activities that occur
overseas in countries that may have fewer regulations in place to mitigate environmental
impacts are beyond CARB’s authority to mitigate or regulate. Nevertheless, these potential
adverse impacts are identified and disclosed in the Draft EIA.

CARB recognizes that its rules and regulations aimed to decarbonize the state through the use
of zero-emission technology may induce new demand for various metals including lithium,
graphite, cobalt, nickel, copper, manganese, chromium, zinc, and aluminum; however, CARB
and the Proposed Amendments are not solely responsible for an increase in demand for these
metals. Various international efforts are underway to electrify the mobile-source sector
pursuant to commitments made in the UN Paris Accord, Kyoto Protocol, and by members of
the Under2 Coalition. In response to those international efforts, the recycling of lithium-ion
batteries is increasing to ensure that minerals are recovered and reused instead of discarded.
Additionally, new sources of lithium, among other minerals, have been identified internationally
and domestically, including new mining in the Imperial Valley, which the CEC’s Lithium Valley
Commission estimates may have sufficient lithium supplies to meet 40 percent of the world’s
total lithium demand, coupled with renewable energy and more sustainable extraction
processes (a final report is expected to be submitted to the State Legislature by October
2022). Pages 100-111 of the Draft EIA summarize potential short-term construction-related
and long-term operational-related effects to mineral resource impacts and discloses data
pertaining to worldwide production and reserves for lithium, nickel, cobalt, platinum, and
palladium. Appendix G of the CEQA Guidelines considers an impact on mineral resources to
be the loss of availability of a known mineral resource that would be of value to a local entity, a
region, or the state. As discussed above, facilities developed in response to implementation of
the Proposed Amendments would be located in areas within existing footprints or in areas with
consistent zoning where original permitting and analyses considered these issues.
Implementation of the Proposed Amendments and associated compliance responses could
result in an increase in mining for lithium and platinum-group metals (PGMs) but would be
generally small when viewed in the context of global lithium markets. Thus, implementation of
the Proposed Amendments would not be anticipated to affect the economic potential related to
known mineral resources or substantially affect supply. No edits to the Draft EIA are needed in
response to this comment.

381-5: The commenter states: “The results of CARB’s analysis should be made publicly
available for review and comment prior to finalizing the Proposed Amendments to ensure
transparency and accountability.”

Response: The comment does not address the adequacy of the Draft EIA,; rather, it provides
suggestions and comments regarding additional public review. CARB developed a Draft EIA
for the Proposed Amendments, which was released on January 23, 2026, for a 45-day public
review and comment period that closed on March 9, 2026. The Draft EIA identifies reasonably
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foreseeable direct and indirect impacts of the Proposed Amendments, including cumulative
impacts, and establishes a reasonable range of alternatives. No edits to the Draft EIA are
needed in response to this comment.

CARSB plans to further analyze emissions leakage risk for covered facilities, including any
updated data and information available, before proposing post-2030 assistance factors in a
future rulemaking and will share any updated data and information as part of that public
process.

381-6: The commenter states: “In addition, CARB is required to consider a reasonable range
of alternatives that meet the basic objectives of the project and minimize the significant effects
of the project.®® As previously discussed, minimizing leakage is expressly recognized as a
project objective. Yet, the Draft EIA does not evaluate structurally different industrial allocation
alternatives that directly address leakage, as proposed in this letter. Such alternatives are
feasible and fulfill the project’s goal to reduce leakage, prevent facility closures, and deter out-
of-state emissions displacement. CARB must therefore consider these alternatives in the EIA.”

39 14 CCR § 15126.6(c)

Response: CARB disagrees with the commenter’s assertion. Section 15126.6 (c) of the CEQA
Guidelines addresses the selection of a range of reasonable alternatives. The range of
potential alternatives to a proposed project shall include those that could feasibly accomplish
most of the project's basic objectives and could avoid or substantially lessen one or more
significant effects. “[T]here is no ironclad rule governing the nature or scope of the alternatives
to be discussed in an Environmental Impact Report (EIR or EIA in this case), other than the
rule of reason.” (Citizens of Goleta Valley v. Board of Supervisors (1990) 52 Cal.3d 553, 576;
In re Bay-Delta etc. (2008) 43 Cal.4th 1143, 1162—-1164; CEQA Guidelines, § 15126.6, subd.
(a).) Section 15126(a) states the “EIR shall describe a range of reasonable alternatives to the
project, or to the location of the project, which would feasibly attain most of the basic objectives
of the project but would avoid or substantially lessen any of the significant effects of the
project, and evaluate the comparative merits of the alternatives. An EIR, or EIA in this case,
need not consider every conceivable alternative to a project. Rather, it must consider a
reasonable range of potentially feasible alternatives that will foster informed decision-making
and public participation. An EIR, or EIA in this case, is not required to consider alternatives that
are infeasible. The lead agency is responsible for selecting a range of project alternatives for
examination and must publicly disclose its reasoning for selecting those alternatives.”

Additional information explaining the choice of alternatives may be included in the
administrative record. Among the factors that may be used to eliminate alternatives from
detailed consideration in an EIR, or EIA in this case, are: (i) failure to meet most of the basic
project objectives, (ii) infeasibility, or (iii) inability to avoid significant environmental impacts.”

These guidelines were followed and complied with in Chapter 7.0 of the Draft EIA, which
addresses four alternatives. CARB disagrees that the Proposed Amendments pose substantial
emissions leakage risks; see Master Response 1 above. As noted above, CEQA requires
alternatives to focus on options that are feasible and could substantially lessen one or more
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significant environmental effects. CARB has adhered to that requirement here. Ultimately, the
Draft EIA presents a reasonable range of alternatives, evaluates their potential to achieve most
of the basic project objectives, and assesses whether each alternative would avoid or reduce
the potentially significant environmental impacts of the Proposed Amendments in compliance
with CEQA requirements. No edits to the Draft EIA are needed in response to this comment.

Comment Letter 417
03/09/2026 Sam Harper / California Large Energy Consumers Association (CLECA)

417-1: The commenter states: “In the absence of such mechanisms, the cumulative burden of
compliance costs and energy price differentials will continue to erode the competitiveness of
sectors that are central to the state’s low carbon economy.

CLECA therefore recommends that CARB suspend further CAF reductions for EITE industries
to preserve effective leakage mitigation until longer-term market solutions can be implemented
in coordination with the phase-down of CAFs. Notably, the sequencing of an effective BCA
(should one be adopted) followed by a gradual ramp-down of industry assistance is critical to
avoiding industrial leakage.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns and
Master Response 2 regarding alternative mechanisms to reduce emissions leakage.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate to the extent feasible the Proposed Amendments’ potentially
significant physical impacts on the environment. As such, comments related to cost concerns
are outside of the scope of the EIA and not addressed in this response to comments
document. However, CARB staff will be responding to all comments received to date, including
those received at the Board Hearing, in the Final Statement of Reasons.

Comment Letter 418
03/09/2026 Jon Dearing / National Cement Company of California

418-1: The commenter states: “ Commit to implementation of a Border Carbon Adjustment for
the cement sector, with a specific timeline. Fundamentally, each year moving forward under
Cap-and-Invest without an incremental BCA makes NCC and the California industry even less
competitive against imports. It is unfair that our Cap Adjustment Factor (CAF) continues to
decline while this fairness gap continues to widen. It is impossible for NCC and the California
industry to commit to meaningful step-change investments without protection against imports
via a BCA. We urge CARB to commit to specific timelines to implement a BCA for the cement
sector. For extensive supporting detail and rationale, please see the CSCME comment letter.”

Response: Please refer to Master Responses 1 regarding emissions leakage concerns and
Master Response 2 regarding alternative mechanisms to reduce emissions leakage.
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Comment Letter 424

03/09/2026 Caroline Jones / Environmental Defense Fund

424-1: The commenter states: “Ensuring high climate standards for hydrogen eligible for
Manufacturing Decarbonization Inventive Allocation.

In the ISOR, CARB proposed the Manufacturing Decarbonization Incentive Allocation, a new
pathway for covered entities in the manufacturing industry to receive a greater rate of
allowance allocation via an alternative cap adjustment factor to incentivize on-site
decarbonization actions. In EDF’s November 2025 comments responding to CARB’s October
workshop in which a concept for revising industrial allowance allocation was first outlined, we
raised concern that this may be an unnecessary addition to the ongoing rulemaking process -
particularly considering the successful track record of the existing output-based allocation
system (OBA).

If CARB does continue to pursue this industrial decarbonization incentive, alongside the
existing OBA system, there are important guardrails that will need to be established. This is
true for any technology considered for this incentive, and particularly hydrogen, to ensure this
incentive applies only to efficient and permanent on-site emissions reductions. As a general
principle, CARB should account for the full emissions profile of hydrogen when considering
eligibility applications, not only the on-site emission reduction potential, and should approve
each production pathway independently. CARB should only award the Manufacturing
Decarbonization Incentive Allocation (Incentive Allocation) to facilities sourcing hydrogen
where upstream emissions, including methane where relevant, are fully quantified in the
application, where projects are subject to an enforced leak detection and repair plan, and
where electrification is not a feasible alternative.

a. Account for the climate warming impact of hydrogen releases when considering eligibility

...Because of the significant climate impact of hydrogen emissions from leakage and
operational releases, any uses of hydrogen as part of the decarbonization incentive must also
capture information on hydrogen releases and factor its climate warming potential into the
overall lifecycle assessment.

...CARB should also require, as a condition of Incentive Allocation eligibility, that
manufacturers source their hydrogen from facilities with established hydrogen leak detection
and repair (LDAR) plans. Several countries outside of the US, such as the United Kingdom
and those within the European Union are already making significant progress in establishing
regulation that monitors hydrogen emissions.49:%0

b. Upstream emissions, including methane, must be quantified to determine Incentive
Allocation eligibility

...Accounting for the impact of both hydrogen and methane emissions can dramatically affect
the overall climate benefit of hydrogen — and even whether it reduces overall emissions. For
fossil-based hydrogen, a moderate level of hydrogen losses (10%) combined with upper end
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methane leakage (5.4%) can actually lead to an increase in warming in the near term by up to
50% compared to the fossil fuel applications they are replacing.>* For hydrogen produced via
renewable powered electrolyzers, this amount of hydrogen losses could still reduce near-term
benefits by 25%.%° CARB therefore should require manufacturers to account for both hydrogen
and basin-specific upstream methane emissions associated with hydrogen use in the Incentive
Allocation application process to substantiate any emission reductions claimed.

c. Ensure all electrolytic hydrogen eligible for the Incentive Allocation is 45V compliant

Any electrolytic hydrogen eligible for the Incentive Allocation must comply with the final 45V
rules established by the U.S. Department of Treasury and the Internal Revenue Service. If
eligibility includes imported hydrogen, CARB should ensure that such hydrogen is also 45V
compliant. While electrolytic hydrogen produced within California is subject to the statewide
emissions cap, imported hydrogen may not be from a jurisdiction with a cap on electricity
sector emissions, potentially resulting in higher production emissions out-of-state. Ensuring
imported hydrogen meets the same high integrity standard as in-state production prevents
such an increase in emissions.

d. Hydrogen use should only be eligible for Incentive Allocation in applications where
electrification is not a feasible alternative

...To avoid directing hydrogen to where it is not needed, CARB should require manufacturers to
document that electrification is not technically or economically feasible before permitting
hydrogen use within the Incentive Allocation.

e. Eligibility for Incentive Allocation should be determined independently for each hydrogen
production process, consistent with 45V

Eligibility for hydrogen use should be determined for each hydrogen process separately. This
approach prevents emissions reductions achieved in one process (which might yield near-zero
emissions) from being combined with higher-emitting hydrogen production processes, which
would otherwise obscure actual emissions produced. By treating processes separately, CARB
would encourage strategies that result in real emissions reductions rather than relying on
emissions accounting gamesmanship.”

4% Directive (EU) 2024/1788 of the European Parliament and of the Council on common rules for the internal markets for
renewable gas, natural gas, and hydrogen (June 2024) https://eur-lex.europa.eu/eli/dir/2024/1788/0j

50 Department for Energy Security & Net Zero, UK Low Carbon Hydrogen Standard pg. 84(December 2023),
https://assets.publishing.service.gov.uk/media/6584407fed3c3400133bfd47/uk-low-carbonhydrogenstandard-v3-december-
2023.pdf

...5 8un, T., Shrestha, E., Hamburg, S. P., Kupers, R., & Ocko, I. B. Climate impacts of hydrogen and methane emissions can
considerably reduce the climate benefits across key hydrogen use cases and time scales.(2024). Environmental Science &
Technology, 58(12), 5299-5309. https://pubs.acs.org/doi/10.1021/acs.est.3c09030

55 Sun, T., Shrestha, E., Hamburg, S. P., Kupers, R., & Ocko, |. B. Climate impacts of hydrogen and methane emissions can
considerably reduce the climate benefits across key hydrogen use cases and time scales.(2024). Environmental Science &
Technology, 58(12), 5299-5309. https://pubs.acs.org/doi/10.1021/acs.est.3c09030
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Response: Every use of MDI, including for hydrogen, will be evaluated separately to ensure it
meets all applicable requirements in the Regulation, including 45V. Hydrogen use incentivized
by MDI is expected to displace fossil fuel use, primarily use of natural gas. Clean hydrogen is a
more valuable product than natural gas, and producers are thus incentivized to a greater
degree to minimize unintentional leaks of hydrogen to the atmosphere relative to natural gas.
Modern hydrogen infrastructure is less prone to leakage relative to most natural gas
infrastructure. Hydrogen gas is not a greenhouse gas itself, but it can have indirect climate
impacts. If hydrogen leaks to the atmosphere do occur, the indirect climate impacts of
hydrogen are less than the direct climate impacts from the methane in natural gas. Overall,
deployment of clean hydrogen by MDI in scenarios that replace fossil fuels under the Proposed
Amendments will result in lower GHG emissions, even when accounting for potential leakage
of hydrogen. In addition, ongoing work is in progress at CARB pursuant to SB 1075 to support
the deployment of low-carbon hydrogen including analysis of potential leak detection systems

Regarding the portion of the comment related to upstream emissions associated with the
production of hydrogen through the Steam Methane Reformation process, for hydrogen eligible
for MDI allocation, the Proposed Amendments incorporate the federal 45V eligibility criteria for
low-carbon hydrogen, which include lifecycle emissions for all stages of fuel and feedstock
production and distribution. The 15-day Proposed Amendments include language to clarify that
low-carbon hydrogen may qualify for MDI allocation if it meets the federal 45V eligibility criteria.
All hydrogen that could qualify for MDI allocation and must satisfy the same eligibility criteria as
hydrogen produced in-state.

Regarding the commenter’s recommendation to limit hydrogen eligibility to applications where
electrification is not feasible, the MDI provisions require eligible activities to meet specified
criteria and achieve facility GHG emissions reductions. Consistent with the overall design of
the Program, facilities are provided flexibility and are incentivized to choose the lowest cost
decarbonization option, as that enables them to maximize the benefits of free allowance
allocation and to choose among the allowable uses that best meet the needs of each facility.

Comment Letter 429
03/09/2026 Gracyna Mohabir / California Environmental Voters

429-5: The Commenter states: “As dairy plays a major role in California’s economy, this
industry has also contributed substantial impacts on the state’s environment and public health.
Methane emissions from dairy livestock produce severe health consequences for individuals in
the Central Valley regions, where substantial pollution is already concentrated. Many Central
Valley residents share deep concerns about the lack of comprehensive regulation for
controlling emissions from this sector. Methane management is not only critical for reducing
the impacts of climate change, but it is also essential for protecting the health of communities
who suffer disproportionately from pollution from large-scale dairy farms. The current
exemption from the compliance obligations for dairy and biogas biomethane under the
program relies on the assumption that these emissions are inherently carbon neutral. However,
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this assumption does not consistently reflect the real-world emissions impacts associated with
biomethane production and use. In the Central Valley, manure management, methane capture
systems, processing, and transportation all contribute to additional emissions and
environmental burdens that are often overlooked in regulatory frameworks. These impacts are
not evenly distributed across the state; they are concentrated in rural Central Valley
communities where large-scale industrial dairies operate near homes, schools, and
farmworkers. By allowing exemptions from compliance obligations for biomethane, the
proposed amendments risk creating incentives that expand industrial operations and
streamline manure production. This would only further concentrate pollution impacting these
communities. Instead of expanding exemptions as a way towards climate solutions, CARB
needs to ensure that dairy biomethane pathways are evaluated based on their full cycle
emissions and cumulative community impacts. CARB must prioritize real emissions reductions
while protecting the health and wellbeing of frontline communities. For the Central Valley, this
means ensuring that climate programs do not unintentionally incentivize pollution-intensive
industries while leaving local residents with health consequences. Strengthening oversight of
dairy biomethane and removing exemptions that undermine accountability will help ensure that
California’s climate policies meaningfully benefit communities who are most impacted by
pollution.”

Response: Please refer to response to comment 46-2 and response to comment 42-2.

Comment Letter 439
03/09/2026 Alicia Robinson/Elevate Climate (Clayton Munnings)

439-1: The commenter states: “With respect to California’s 2030 climate target, the CCMC has
consistently supported aligning program caps with the 48 percent emissions reduction target
identified in the 2022 Scoping Plan as the level of ambition needed by 2030 to remain on track
for California’s 2045 goals under AB 1279. CARB’s 2024 Standardized Regulatory Impact
Assessment estimated that achieving this target would require removing roughly 265 million
allowances from pre-2031 budgets.

The Staff Proposal instead aligns caps with SB 32’s 40 percent by 2030 target, citing
legislative direction in AB 1207, and proposes removing 118 million allowances from 2027—-
2030 budgets. This leaves a shortfall of approximately 146 million allowances relative to the 48
percent target, which staff propose to remove after 2030. Moreover, most of the proposed
removal of 118 million allowances occurs in later years of the 2027-2030 period.

Both deferring 146 million allowances to post-2030 budgets and backloading the 2027-2030
removals results in delayed climate ambition, which has direct consequences for near-term
emissions reductions and cumulative climate impacts. Early emissions reductions deliver
disproportionate climate and economic benefits by lowering cumulative greenhouse gas
concentrations, reducing the risk of near-term climate damages, and easing the scale of
reductions required in later years.
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Frontloading abatement also strengthens investment signals for clean technologies,
accelerates infrastructure deployment, and allows regulated entities to spread compliance
costs more smoothly over time. By contrast, delaying reductions increases reliance on steeper
future cuts, raises long-run compliance costs, and heightens the risk of disruptive policy
adjustments.

We strongly encourage CARB to consider removing a greater number of allowances from 2027
and 2028 budget years than currently reflected in Table 6-2 of the Amended Regulation. Doing
so will provide a critical opportunity for earlier emissions reductions and mitigate the impacts of
delayed ambition described above.”

Response: The proposed allowance budgets from 2027-2030 remove the number of
allowances needed to reflect technical adjustments to the GHG Emission Inventory in support
of the 2030 GHG reduction target while achieving a consistent 11% year-over-year decline in
the annual budgets. Cumulatively through 2045, the Proposed Amendments include the same
total number of allowances as previously analyzed in the SRIA Proposed Scenarios. While the
SRIA considered removing 264 million allowances through 2030, it did so beginning in 2025
versus 2027 in the Proposed Amendments (i.e., allowance removals over six budget years
rather than four). Removing 264 million allowances through 2030 also introduced a
discontinuity where allowance budgets increased significantly in 2031 before declining linearly
to the 2045 GHG reduction target (see Figure 5 in the Initial Statement of Reasons).
Implementing the removal of the entire 264 million allowances over 2027-2030 would further
steepen the near-term annual cap decline rate, exacerbate the post-2030 discontinuity in
allowance budgets and holding limits, and may result in unacceptable risks of price volatility,
high consumer impacts, and emissions leakage. Additionally, front-loading the proposed
removal of 118 million allowances in 2027 and 2028 would produce a severe single-year drop
in the allowance budgets in these years, which risks compliance challenges from covered
entities, especially considering that 2027 and 2028 represent a shortened 2-year compliance
period per section 95840. The proposed allowance budgets support achieving the 2030 and
2045 GHG reduction targets, are aligned cumulatively with the increased ambition envisioned
in the 2022 Scoping Plan Update, and steadily increase Program stringency by 11% per year
from 2027-2030 rather than introducing a step-change that would significantly increase
volatility, compliance challenges, and leakage risk without any benefit for cumulative climate
ambition.

439-2: The commenter states: “b. California’s Cap-and-Trade Program Lowers Local Air
Emissions

Second, the CCMC argues that lower cap levels imply local air emissions reductions, thereby
supporting environmental justice outcomes. This notion was identified in 2016 by a group of
academics including Dr. Manuel Pastor (USC) and Dr. Rachel Morello-Frosch (UC Berkeley)
who theorized that “as regulated industries adapt to future reductions in the emissions caps,
California is likely to see more reductions in localized greenhouse gas emissions and co-
pollutant emissions”.’
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However, statistically “proving” that the C&T program reduces local air emissions has been
complicated by the difficulty in identifying reliable control and treatment groups, a prerequisite
to robust statistical studies. That difficulty stems from the fact that California implements
several dozen climate policies simultaneously, making it complex to parse the “signal” from the
C&T program from the “noise” of all other policies reducing local air emissions. For this reason,
most studies to date have only been able to make claims about the correlation between the
C&T program and local air emissions rather than directly answering the question of whether
the C&T program causes a reduction in local air emissions. Recently, two causal studies were
published that in CCMC'’s view represent the best available scientific evidence answering the
question of whether the C&T program changes local air emissions. First, Hernandez-Cortes
and Meng (2023) find that “during 2012—-2017, the C&T program reduced emissions annually
at a rate of 9%, 5%, 4%, and 3% for GHG, PM2.5, PM10, and NOXx, respectively, for the
average sample regulated facility.”? A presentation from Dr. Manuel Pastor at a 18 July 2024
meeting of the Environmental Justice Advisory Committee (EJAC) revised the Hernandez-
Cortes and Meng (2023) study by among other things using an updated dataset, finding the
C&T program reduced emissions annually at a rate of 3.2%, 2.3%, 0.7% and 0% for GHG,
PM2.5, PM10, and NOX, respectively. Second, Sheriff (2023) finds that “minority communities
experienced a relative reduction in cumulative exposure from [air toxic releases]” caused by
the California C&T Program.2 In conclusion, the CCMC believes based on the best available
scientific evidence that lowering caps also lowers local air emissions.

In summary, the CCMC reiterates that removing 265 million allowances rather than 180 million
allowances will likely lead to lower local air emissions including for disadvantaged
communities. There are many other options for reducing local air emissions that are also
worthy of further consideration* although since CARB is actively considering cap levels it is the
CCMC'’s view that the most direct approach to securing lower local air emissions in the context
of this rulemaking is to support the lowest cap level under consideration.”

" Cushing, Lara, Wander, Madeline, Morello-Frosch, Rachel, Pastor, Manuel, Zhu, Allen and James Sadd. 2016. “A Preliminary Environmental
Equity Assessment of California’s Cap-and-Trade Program”. Research Brief by UC Berkeley, Occidental College, and USC.

2Hernandez-Cortes, Danae and Kyle Meng. 2023. “Do Environmental Markets Cause Environmental Injustice? Evidence from California’s
Carbon Market.” Journal of Public Economics 217: 104786.

3 Sheriff, Glen. 2023. “California’s GHG Cap and Trade Program and the Equity of Air Toxic Releases”. Journal of the Association of
Environmental and Resource Economists.

4Including but not limited to more funding for air quality policies and targeted funding for projects that reduce local air emissions. These and
other approaches have been discussed at recent meetings of the Environmental Justice Advisory Committee and the Independent
Emissions Market Advisory Committee.

Response: CARB agrees that the carbon price signal imparted by the Cap-and-Invest
Program improves local air quality by reducing the combustion of fossil fuels at covered
facilities, and that achieving the 2030 and 2045 GHG reduction targets would simultaneously
deliver significant public health benefits to impacted communities. CARB also has a statutory
mandate to design the Program in a manner that supports achieving the 2030 and 2045
targets while mitigating the risks of emissions leakage, among other requirements. The
proposed allowance budgets contain the same cumulative number of allowances through 2045
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as analyzed in the SRIA Proposed Scenarios, which removed 264 million allowances from
2025-2030 annual budgets. However, given that implementation of the Proposed Amendments
now begins in 2027, the proposed budgets remove 118 million allowances from 2027-2030 and
remove the remaining 146 million of the 264 million considered in the SRIA from post-2030
budgets. This change maintains the cumulative climate ambition envisioned by the 2022
Scoping Plan Update while smoothing out allowance removals such that this ambition can be
achieved without introducing significant volatility and availability of allowances that risks
emissions leakage.

Comment Letter 440
03/09/2026 Clayton Munnings/ Clean & Prosperous California

440-1: The commenter states: “Assembly Bill (AB) 1207 requires CARB to implement a policy
of placing offsets under the cap (OUTC). At a high level, this policy requires CARB to remove
and subsequently retire an allowance from circulation for each offset used for compliance
beginning with 2028 allowance budgets. The result of OUTC is increased environmental
ambition, because each offset used for compliance is effectively matched by a reduction in the
allowance supply. If OUTC is implemented beginning in 2027, rather than 2028 as proposed,
then an additional estimated 15 million tons of allowances would be removed from circulation
in the sixth compliance period. In short, CARB has an opportunity to achieve greater pre-2030
ambition by beginning implementation of OUTC one year earlier than currently planned.”

Response: CARB staff’'s proposed mechanism to remove allowances for compliance offset
use begins with the 2028 allowance budget year, which corresponds with the portion of offsets
retired in 2027 for 2026 covered emissions, which is the first full emissions year after AB 1207
was enacted in mid-2025. Thus, removing allowances from the 2027 budget for 2026 offset
use would require applying this mechanism retroactively for covered emissions which occurred
prior to the passage of AB 1207. Removing allowances for offset use also increases
environmental stringency in a manner that is inherently uncertain, as the number of
compliance offsets retired each year varies based on facility covered emissions, offset credit
availability, and compliance strategies. And due to the timing of AB 1207, these removals are
occurring at the same moment in which CARB is removing 118 million allowances from 2027-
2030 annual budgets to reflect technical adjustments to the GHG Emission Inventory and
support achieving the 2030 GHG reduction target. Staff’'s proposed AB 1207 implementation
mechanism to remove allowances for offset use smooths out volatility in these retirements over
the duration of a compliance period and cannot control for the inherent uncertainty in the
number of offsets, within the offset limits of six percent, that are ultimately used for compliance.
Beginning implementation of this requirement with the 2028 budget year avoids retroactivity for
emissions that occurred before the passage of AB 1207, and provides time for the market to
internalize this increase in stringency beyond the new allowance budgets that decline 11
percent per year from 2027 through 2030. This approach mitigates the significant volatility,
uncertainty, and emissions leakage risk that may occur if the more stringent annual budgets
and allowance removals for offset use are both implemented beginning in 2027.
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440-2: The commenter states: “The 118 million removals that the ISOR proposes between
2027 and 2030 is “backloaded” such that few allowances are removed near 2027 and more
allowances are removed toward 2030. Specifically, by year: 2027 (14 million allowances
removed, 6 percent below original caps); 2028 (27 million allowances removed; 12 percent
below original caps); 2029 (35 million allowances, 16 percent below original caps); and, 2030
(42 million allowances removed, 21 percent below original caps). From an economic
perspective, earlier tightening of allowance supply would strengthen near-term price signals
and encourage regulated entities to invest sooner in emissions reductions rather than delaying
abatement until later years. Stronger early signals could also reduce the risk of abrupt price
adjustments later in the decade because the trajectory of compliance costs would be smoother
and the supply contraction in 2029-2030 would be less abrupt. From a climate targets
perspective, earlier tightening of allowance supply would better align covered emissions with
2030 targets reinforced by Assembly Bill (AB) 1207. To that end, CARB has already lost at
least two years of emissions reductions due to a delayed rulemaking schedule, which means
the rate of reductions will need to significantly pick up the pace to achieve the 2030 target. For
all the above reasons, we recommend that CARB consider removing a greater number of
allowances from 2027 and 2028 budget years, such that removals pre-2030 are
proportionately removed rather than backloaded.”

Response: The proposed allowance budgets achieve a consistent 11% year-over-year decline
from 2027-2030, removing 118 million allowances over four budget years in a manner that
minimizes volatility and produces a steady increase in Program stringency each year. In
contrast, front-loading allowance removals in 2027 and 2028 would produce a severe drop in
the allowance budgets in these years, which risks compliance challenges from covered
entities, especially considering that 2027 and 2028 represent a shortened two-year compliance
period. A steady increase in stringency that minimizes volatility is essential for achieving the
2030 and 2045 GHG reduction targets in a manner that minimizes emissions leakage risk and
supports affordability and deployment of low-carbon production methods and fuels in
California.

Comment Letter 444
03/09/2026 Joseph Silvi/Individual

444-1: The commenter states: “For this reason, it may be useful for policymakers to consider
the possibility that emissions reductions observed within California's regulatory boundaries
could, under certain circumstances, be offset by increases in emissions occurring elsewhere in
global supply chains, especially considering California is already importing substantial amounts
of foreign crude oil and gasoline which have high levels of associated emissions and pollution
due to the lack of regulations in their respective areas of production and refining abroad.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

444-2: The commenter states: “Another consideration relates to environmental justice and how
climate policy decisions can influence the geographic distribution of environmental impacts.
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California's environmental justice framework recognizes that environmental benefits and
burdens should be shared fairly and that pollution should not simply be shifted from one
community to another.”

Response: Please see response to comment 46-1. Also, as discussed on Page 61 of the
Draft EIA, a 2023 study from Hernandez-Cortes and Meng (Hernandez-Cortes and Meng
2023) examined GHG and air pollution data from 2008 through 2017 and found that, since the
Cap-and-Invest Program took effect, air quality in disadvantaged communities improved more
than air quality in wealthier, less polluted neighborhoods, although disparities still persist.

Comment Letter 446
03/09/2026 Mikhael Skvarla, ClimateBuild

446-1: The comment states “The statute directs CARB to achieve cost-effective reductions and
to minimize leakage. Those objectives are not in tension with environmental ambition; they are
essential to its durability. A carbon market that drives emissions reductions while preserving in-
state production, protecting jobs, and moderating consumer cost impacts will endure. A carbon
market that inadvertently accelerates industrial exit or compounds cost-of-living pressures will
face increasing political and economic strain.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

446-2: The comment states “Leakage is no longer theoretical. When in-state production
capacity declines and imports increase to meet unchanged demand, emissions will only shift
and potentially increase globally. Consumers will face higher prices from supply constraints,
transportation costs, and market volatility. Workers face the risk of losing high-quality industrial
jobs, and California's manufacturing base, the in-state supply chain that keeps costs lower and
emissions accountable, erodes in ways that are difficult to reverse.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

446-3: The comment states “The leakage risk environment California faces today is materially
different from the one in which early CAF glide paths were conceived. The state has
experienced refinery closures and cement capacity shutdowns. Industrial operators face higher
electricity prices relative to competing jurisdictions. Imports of fuels and building materials
continue to meet California demand. When domestic production declines while consumption
remains steady, leakage is no longer hypothetical.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

446-4: In combination with a leakage-triggered CAF safeguard, a deployable MDI structure,
continued free allocation calibrated to objective indicators, and administrative clarity on offsets
and CCUS, a CBAM can form part of an integrated leakage-protection architecture. No single
mechanism is sufficient. Together, they can maintain environmental ambition while preserving
industrial competitiveness and consumer affordability. California must continue to reduce
emissions. It must also remain an attractive jurisdiction for industrial investment. A carefully
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sequenced CBAM, designed to complement rather than replace existing tools and coupled
with broad revenue recycling, can contribute to that balance.

Response: Please refer to Master Response 2 regarding alternative mechanisms to reduce
emissions leakage.

Comment Letter 449

03/09/2026 Lauren Gallagher/Communities for a Better Environment

449-1: The commenter states: “Crop-based biofuels refining is known to pose particular and
significant harms to environmental justice communities across California and the world -- from
the indirect land use change implications of fuel stocks to refinery greenhouse gas and co-
pollutant emissions and concerning levels of local air pollution from combustion at the tail
pipe.* These fuels are already overrepresented in the Low Carbon Fuel Standard, and Federal
Renewable Fuels Standard.® Adding support for these fuels in the Cap & Invest Program
undermines both our climate goals and local air pollution reduction planning and harms
Californians.

Additionally, we echo concerns raised in the Environmental Justice comment on this Proposal
regarding the detrimental impacts of enhanced special treatment of livestock pollution on
communities near dairies.”

4Vincent Bregman et al., Farm to Fumes: Hazardous Air Pollution from Biofuel Production, Environmental Integrity Project, June 12, 2024,
https://www.wri.org/insights/increased-biofuel-production-impacts-climate-change-farmers; Angela Scafidi, Increased Biofuel
Production in the US Midwest May Harm Farmers and the Climate, World Resources Institute, June 10, 2025,
https://www.wri.org/insights/increased-biofuel-production-impacts-climate-change-farmers. Low Emission Diesel (LED) Study:
Biodiesel and Renewable Diesel Emissions in Legacy and New Technology Diesel Engines, November 2021,
https://ww2.arb.ca.gov/sites/default/files/2021-12/Low_Emission_Diesel_Study Final_Report_12-29-21.pdf.

5 See Jeremy Martin, Biofuels Incentives in Flux: Interactions Between Federal and California Policy, The Equation, (February 3, 2026)
https://blog.ucs.org/jeremy-martin/biofuel-incentives-in-flux-interactions-between-federal-and-california-policy/.

Response: Please refer to response to comment 46-2 and responses to comments 42-1 and
42-2 regarding the potential for increased biofuel production and use. With regards to the
concerns about crop-based biofuels, relative to current implementation, the Proposed
Amendments do not change compliance obligations for emissions associated with the use of
crop-based biofuels and therefore are not expected to be a primary driver of biofuel production
or use. The Proposed Amendments continue to align with guidance from the IPCC and with
longstanding accounting practices within the Program that emissions associated with biomass
fuels be exempt from a compliance obligation.

449-2: The commenter states: “IV. Draft Environmental Analysis must be corrected because it
fails to satisfy CEQA requirements.

The California Environmental Quality Act (“CEQA”) is about transparency and informed
decision making, CEQA requires agencies like CARB to inform decision makers and the public
about the potential effects of proposed activities and disclose reasoning for agency decisions.®
As outlined below, by failing to adequately evaluate the Proposal’s baseline, alternatives,
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impacts, mitigations, and cumulative impacts the Draft Environmental Impact Analysis ("“DEIA”)
has failed to meet this key standard for informed decision making and transparency.”

6 Cal. Code Regs. tit. 14 §15002 (a), 15021. City of Arcadia v. State Water Resources Control Bd. (2006) 135 Cal.App.4th 1392, 1422 stating
that “a certified regulatory program is subject to the broad policy goals and substantive standards of CEQA.”

Response: CARB disagrees with the commenter’s assertion that the Draft EIA does not meet
CEQA's requirements for informed decision-making and transparency, alleging deficiencies in
the evaluation of the environmental baseline, alternatives, impacts, mitigation measures, and
cumulative impacts. CARB also notes that the comment does not provide specific examples or
evidence to support these claims.

CEQA requires that an environmental document provides sufficient information to allow
decision makers and the public to understand a project’s potential environmental effects and
the basis for the agency’s conclusions; it does not require perfection or exhaustive analysis
(CEQA Guidelines Section 15121(a) and 15151). As described throughout the document,
CARB evaluated the Proposed Amendments consistent with CEQA, including analysis of the
environmental baseline, a reasonable range of alternatives, potential environmental impacts,
feasible mitigation measures, and cumulative effects. CARB also notes that the proposed
project in this instance is a programmatic regulatory program with statewide applicability, and
that it would be speculative to evaluate a statewide market-based regulatory program on a
site-by-site basis. (See Master Response 1.) No edits to the Draft EIA are needed in response
to this comment.

449-3: The commenter states: “Under CEQA, the “baseline” typically describes the existing
environmental conditions to measure changes against. CARB describes the baseline simply as
the 2023 environmental setting. This simple description fails to clearly identify relevant
baseline conditions such as ongoing and increasing impacts of climate change, air pollution,
and specific programmatic setting considerations such as the fact that as it existed in 2023 the
program was not structured to meet even the nearest term 2030 greenhouse gas emissions
established under SB 32 (2016). Without acknowledging this, we question whether CARB has
accurately captured the existing setting and baseline of comparison.”

Response: CARB disagrees with the commenter’s assertion that the Draft EIA did not
accurately capture the existing setting and baseline of comparison. CEQA requires that an
environmental analysis describe the physical environmental conditions at the time
environmental review is commenced, which “normally constitute the baseline physical
conditions” against which a project’s impacts are evaluated (CEQA Guidelines Section
15125(a)). Courts have repeatedly upheld the use of existing conditions as the appropriate
baseline for evaluating environmental impacts (see, e.g., Communities for a Better
Environment v. South Coast Air Quality Management District (2010) 48 Cal.4th 310). CARB is
using a 2023 baseline as the environmental setting, as that is the year in which the
environmental analysis commenced (the Notice of Preparation was posted on September 19,
2023).Therefore, the Draft EIA’'s use of 2023 physical conditions as the environmental
baseline, instead of projecting out unknown and speculative increasing impacts of climate
change and air pollution, is consistent with this requirement. To the extent that the commenter
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is claiming that our baseline determination was too broad, the Draft EIA’'s scope is a statewide
regulatory program, and as such, the relevant emissions baseline for the EIA’'s analysis is
statewide emissions levels in the baseline year. To the extent the commenter suggests that the
baseline should incorporate projections of future conditions or policy performance, such as
anticipated climate change impacts or whether existing programs have achieved or would
achieve existing or future statutory targets, CEQA distinguishes between the environmental
baseline and the assessment of future conditions. Furthermore, in establishing the existing
conditions baseline, CEQA does not require comparison of the existing conditions to policy
goals. While agencies may, in limited circumstances, use a projected future baseline when
justified, such an approach is the exception, not the norm (Neighbors for Smart Rail v.
Exposition Metro Line Construction Authority (2013) 57 Cal.4th 439).

Here, CARB appropriately relied on existing conditions as the baseline (see discussion on
pages 44 and 63 of the EIA) and separately evaluates future environmental conditions,
including greenhouse gas emissions trajectories and regulatory context, as helpful to the
context within the impact analysis. CARB’s analysis shows the anticipated emissions levels
over time in comparison to the “existing conditions” baseline, as required by CEQA. See, e.g.,
EIA at 64 (showing NOx baseline levels and changes over time relative to that baseline); at 65
(showing PM2.5 baseline levels and changes over time relative to that baseline); and at 87
(showing GHG baseline levels and changes over time relative to that baseline).) No edits to
the Draft EIA are needed in response to this comment.

449-4: The commenter states: “CARB fails to satisfy requirements under CEQA to discuss a
range of feasible alternatives to the proposed project thereby providing inadequate background
for decisionmakers. In 2011, parties including CBE sued CARB for failing to meet this exact
requirement. In that case, Association of Irritated Residents et al. contended CARB failed to
consider alternatives in its prior iteration of Cap-and-Trade. There the Court found that CARB’s
analysis failed to adequately describe and analyze alternatives sufficient for informed decision-
making and public review.” The Court emphasized that CARB must provide “clear indication
based on factual analysis” as to why a programmatic proposal was taken in lieu of alternatives.

The proposal before us raises just two alternatives: 1) no project alternative and 2) facility
specific requirements while summarily rejecting other recently favored proposals in the SRIA.
Each of these sections are vaguely explored in just a few paragraphs, with little to no
supporting analysis or factual findings. In the ISOR and DEIA CARB identifies the urgent need
to increase the stringency of the program to align with ambitious targets under AB 1279 (2022)
and that “despite reductions in local air pollution, a wide gap in air quality exists between
disadvantaged communities and other communities.” Yet CARB’s alternatives analysis of only
no project or facility specific requirements does not clearly identify why a lower stringency that
does not directly address acute environmental stress from climate pollutants was selected or
the methodology for balancing those interests outright against vaguely asserted economic
interests. Nor do these sections robustly analyze facility specific requirements outside of
cursory conclusions regarding market effectiveness, as opposed to discrete GHG reduction
efficacy.
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Further underscoring this inconsistency, CARB’s alternatives analysis summarily rejects the
higher stringency alternatives of reducing 55% relative to 1990 levels by 2030 because they
claim that this “may produce negative economic consequences.” CARB provides no support
for this assertion, in fact CARB’s own analysis in the SRIA favored the balance of economic
interests and GHG reductions outcomes in a more stringent program than the proposal. As
stated above, the conclusion CARB reaches is dubious and unsupported.

Here, as in 2011, we are concerned that CARB is relying on bare conclusions to justify the
latest iteration of Cap and Trade, by using unexplained, unclear, and unsupported justifications
for why vague descriptions of alternatives that support a stronger more direct path to achieving
the state’s goals were rejected. We would assert as the court did in 2011, that this proposal
“does not provide basic information necessary for ARB and the public to be informed about this
alternative and its place in California’s massive effort to improve the environment pursuant to
legislative mandate.” (/d.)

In light of the urgency of inaction on climate, and the outsize role of Cap & Invest in the State’s
climate regulation, inaction could drastically limit the effectiveness of the program. With
sprawling climate change effects at our doorstep, CARB must effectively analyze a more
stringent program alternative so that the board can make an informed decision as to the future
of California’s climate policy.”

7 Ass'n of Irritated Residents v. California Air Resources Bd., 2011 WL 991534, (Cal. Super.)

Response: Section 15126.6 (c) of the CEQA Guidelines addresses the selection of a range of
reasonable alternatives. The range of potential alternatives to a proposed project shall include
those that could feasibly accomplish most of the project's basic objectives and could avoid or
substantially lessen one or more significant effects. “[T]here is no ironclad rule governing the
nature or scope of the alternatives to be discussed in an Environmental Impact Report (EIR or
ElAin this case), other than the rule of reason.” (Citizens of Goleta Valley v. Board of
Supervisors (1990) 52 Cal.3d 553, 576; In re Bay-Delta etc. (2008) 43 Cal.4th 1143, 1162—
1164; CEQA Guidelines, Section 15126.6, subd. (a).) Section 15126(a) states the “EIR shall
describe a range of reasonable alternatives to the project, or to the location of the project,
which would feasibly attain most of the basic objectives of the project but would avoid or
substantially lessen any of the significant effects of the project, and evaluate the comparative
merits of the alternatives. An EIR need not consider every conceivable alternative to a project.
Rather, it must consider a reasonable range of potentially feasible alternatives that will foster
informed decision making and public participation. An EIR is not required to consider
alternatives that are infeasible. The lead agency is responsible for selecting a range of project
alternatives for examination and must publicly disclose its reasoning for selecting those
alternatives.” Additional information explaining the choice of alternatives may be included in the
administrative record. Among the factors that may be used to eliminate alternatives from
detailed consideration in an EIR are: “(i) failure to meet most of the basic project objectives, (ii)
infeasibility, or (iii) inability to avoid significant environmental impacts.” These guidelines were
followed and complied in Chapter 7.0 of the Draft EIA. The commenter is incorrect in their
claim that the Draft EIA only analyzes two alternatives. The Draft EIA analyzes not two but
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three primary alternatives, and it further discusses other alternatives considered but dismissed
from detailed consideration due to not meeting most of the basic project objectives. (See
discussion of these alternatives on page 176.) Ultimately, the Draft EIA presents a reasonable
range of alternatives, evaluates their potential to achieve most of the basic project objectives,
and evaluates whether the respective alternative would avoid or reduce the potentially
significant environmental impacts of the Proposed Amendments in compliance with CEQA
requirements. No edits to the Draft EIA are needed in response to this comment.

449-5: The commenter states: “The Draft EIA must discuss the environmental impacts of the
Proposal, adverse or beneficial, and include a sufficient degree of analysis to provide the
Board with the information needed to make a fact-based decision, considering the project as a
whole in good faith.® Again, the core underpinnings of CEQA are transparency and providing
sufficient information for an informed decision.

The Draft EIA sections that consider impacts and mitigation focus deeply on potential project
impacts and mitigations outside of the jurisdictional control of CARB. For example, the impacts
of project development and local land use decisions. The DEA does not, however, accurately
describe project impacts and mitigation within CARB’s control, such as potential air quality and
greenhouse gas adverse impacts or benefits from more nuanced proposal alternatives such as
increased stringency. Failing to identify the discrete impacts of programmatic decisions, such
as higher stringency and more targeted leakage assistance leaves the Board without vital
information when deciding whether to adopt the proposal.”

8 Cal. Code Regs., tit. 17 § 60004.2 (a) (3); Cal. Code Regs., tit. 17, § 60005 (b); Napa Citizens for Honest Gov't v Napa
County Bd. of Supervisors (2001) 91 CA4th 342, 356; Laurel Heights Improvement Ass’n v Regents of Univ. of Cal. (1988) 47
C3d 376, 392.

Response: Chapter 4.0 of the EIA analyzes all potentially significant adverse environmental
impacts as required by CEQA. The Draft EIA makes a good faith effort to disclose potentially
significant impacts and proposes project-level mitigation measures that could be implemented
to reduce impacts. See Master Response 1 regarding the appropriately programmatic level of
environmental analysis included in the EIA. To the extent the commenter is advocating for the
selection of a hypothetical new alternative over the proposed amendments, CARB complied
with CEQA’s requirements regarding alternatives analyses. The Draft EIA addresses three
alternatives as well as additional alternatives considered but dismissed from detailed analysis.
Ultimately, the Draft EIA presents a reasonable range of alternatives, evaluates their potential
to achieve most of the basic project objectives, and evaluates whether the respective
alternative would avoid or reduce the potentially significant environmental impacts of the
Proposed Amendments in compliance with CEQA requirements. In addition, please refer to
Master Response 1 regarding emissions leakage. No edits to the Draft EIA are needed in
response to this comment.

449-6: The commenter states: “Furthermore, CARB makes several generalizations about the
impacts of zoning and land use decision making including that areas zoned industrial are not
likely to be located near sensitive receptors. This is unsupported and untrue. The history of
environmental injustice in California has resulted in low-income communities and communities
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of color being disproportionately burdened by pollution, including from sources on industrially
zoned land.® An analysis of industrial emitters impacts on sensitive receptors should be
essential to accurately understanding leakage assistance, yet it is missing from this DEIA
which is analyzing a proposal to set leakage assistance at 100% until 2035. CARB must
correct this foundational mischaracterization and related findings so that the DEIA analyzes
pollution impacts accurately. Further, a logical extension of such analysis would include
reducing leakage assistance as a mitigation or alternative.”
® California Department of Justice, Best Practices for Implementing SB 1000, https://oag.ca.gov/system/files/media/sb-1000-best-
practices-en.pdf “...many of the disproportionate pollution burdens that exist today are due to a legacy of discriminatory land use planning

across the state, including redlining and racially restrictive covenants, exclusionary zoning, and decisions to site polluting industries in
politically disenfranchised low-income communities and communities of color”

Response: The EIA does not state that sensitive receptors are never affected by mining
operations or expansions or other industrial operations but rather that the practice of land use
planning and zoning generally locates facilities apart from sensitive receptors to help minimize
adverse impacts. Typical zoning regulates land use by dividing a community into districts or
zones and specifying the uses that are to be permitted, conditionally permitted, and prohibited
within each zone. (OPR 2017) Nevertheless, the EIA identifies that new mines could generate
operational noise that exceeds applicable thresholds and exposes receptors to high volumes
of noise. The commenter has not identified any specific mining operation that would affect
sensitive receptors due to the proposed amendment. See also response to comment 46-2
regarding consideration of potential consequences to environmental justice communities. No
edits to the Draft EIA are needed in response to this comment.

As described in Section 1.0 of the Draft EIA on Page 3, “[t]he level of detail of impact analysis
is necessarily and appropriately general because the project is programmatic. While the
general locations of existing facilities and infrastructure are known, decisions by the regulated
entities regarding compliance responses and the precise location of the many components
covered in the Proposed Amendments are unknown” CEQA does not require agencies to
engage in speculation when analyzing the environmental effects of their decisions. CEQA
provides that an indirect impact should only be considered if it is a reasonably foreseeable
impact caused by the project. (Cal. Code Regs., tit. 14, Section 15064(d)(3).) The degree of
specificity required in a CEQA document corresponds to the degree of specificity inherent in
the underlying activity it evaluates. The environmental analysis for broad programs cannot be
as detailed as for specific projects. (Cal. Code Regs., tit. 14, Section 15146.) However, as
discussed on Page 61 of the Draft EIA, a 2023 study from Hernandez-Cortes and Meng
(Hernandez-Cortes and Meng 2023) examined GHG and air pollution data from 2008 through
2017 and found that, since the Cap-and-Invest Program took effect, air quality in
disadvantaged communities improved more than air quality in wealthier, less polluted
neighborhoods, although disparities still persist. Please refer to Master Response 1 regarding
emissions leakage concerns.

449-7: The commenter states: “Under CEQA, cumulative impacts analysis typically includes
individual effects that when considered together compound or increase environmental impacts.
CARB has already linked the Cap and Invest program with Quebec, and for some time has
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been in discussion about linkage with Washington’s similarly named program. The Proposal
and concurrent analysis should therefore afford careful consideration to the potential
compounding or increased environmental impacts and/or challenges to the program if linked
with Washington. If proposed changes such as offset decision making or stringency
adjustments were made to better facilitate linkage such considerations should undoubtedly be
discussed here to better understand its cumulative impacts. Furthermore, piecemealing to
reduce the scope or analysis is prohibited under CEQA. Attempted linkage with Washington is
a serious consideration for the program and has been discussed at length and publicly for
some time, with particularly concrete steps taken as recently as March 4, 2026. We question
why such a significant additional amendment to the program would not be introduced and
explored as part of this robust proposal.”

10 Camille Von Kaenel, Newsom'’s carbon club gets bigger, Politico, March 4, 2026,
https://lwww.politico.com/newsletters/california-climate/2026/03/04/newsoms-carbon-club-gets-bigger-00813541.
Response: CEQA prohibits dividing a single project to avoid environmental review but does
not require analysis of separate future actions that are not yet defined or approved (Berkeley
Keep Jets Over the Bay v. Board of Port Commissioners (2001) 91 Cal.App.4th 1344). CEQA
also does not require analysis of speculative or undefined future actions, whether in the
cumulative impacts context or otherwise. CARB’s EIA analyses always consider potential
cumulative impacts, but the scope of the project is appropriately determined by the proposal
currently before the Board at the time. CARB disagrees with the commenter that an existing
program linkage, and the potential for linkage-related amendments at some point in the future,
somehow expand the project description for the Proposed Amendments. Here, the Proposed
Amendments do not include further linkage-related provisions; such changes, should they
occur, would be the subject of a future rulemaking. At this time, no specific proposal or
commitment exists that would allow for meaningful environmental analysis. CEQA does not
require speculation about such future actions (Laurel Heights Improvement Assn. v. Regents of
the University of California (1988) 47 Cal.3d 376). The Draft EIA nonetheless evaluates the
Proposed Amendments within the broader context of statewide and global greenhouse gas
emissions and air quality, which are inherently cumulative, and provides an appropriate
programmatic-level analysis. No edits to the Draft EIA are needed in response to this
comment.

Form Letter 1
03/04/2026 Mike Collier/Individual

Form Letter 1-1: The commenter states: “The proposed regulation fails to ensure C&l
minimizes leakage within the petroleum industry and fails to ensure C&l is cost effective for
consumers.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.

As to the portion of the comment about cost effectiveness, the EIA is not meant to address
economic, social, or financial issues associated with the Proposed Amendments. Rather, the
purpose of CEQA and the EIA is to fully analyze and mitigate the Proposed Amendments’
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potentially significant physical impacts on the environment. As such, comments related to cost
concerns are outside of the scope of the EIA and not addressed in this response to comments
document, but will be responded to in the Final Statement of Reasons. No further response is
required.

Form Letter 1-2: The commenter states: “And because the proposed regulation risks the
transfer of refining supply from California to other states and countries, the costs of the
regulation will occur without any “real” and “permanent” “greenhouse gas emission
reductions.”[3] | urge CARB to consider alternative solutions that do not risk Californians’
energy security or livelihood."

[3] California Health & Safety Code § 38562

Response: Please refer to Master Response 1 regarding emissions leakage concerns.
Section 8 of Chapter 4.0 of the Draft EIA provides an analysis of the short- and long-term
impacts of the Proposed Amendments on GHG emissions. As identified on page 88 of the
Draft EIA, the implementation of the Proposed Amendments would result in a beneficial impact
related to GHG emissions.

Form Letter 1-3: The commenter states: “California has a responsibility to understand the
cumulative impact that C&l and the numerous other state policies have on the refining industry
and consumers in California, and CARB has a responsibility to minimize leakage, which it has
manifestly failed to uphold.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns. Please
also refer to Chapter 5.0 of the Draft EIA, which provides a detailed analysis of cumulative
impacts on the environment.

Form Letter 6
03/09/2026 Staci Lopez/Individual

Form Letter 6-1: The commenter states: “Shipping fuel from outside sources to California will
cost consumers more and is no better for the environment, that you claim to be so concerned
about protecting with all the regulations you have in place and are trying to move forward with.

A 60,000 metric ton cargo fuel freighter from India in November 2025 took one month to reach
Los Angeles. What happens if there is a storm? What happens if there is a leak? What
happens if there are pirates that over take the cargo? All of these things are possible. What is
the carbon emissions from the cargo freighter bringing fuel from an outside source to California
comparatively? It's worse, we all know. If the fuel is being driven into California from out of
state the same answer will apply.

Consumers cannot afford to pay more for gas and we cannot afford to replace our vehicles just
to accommodate the unrealistic expectations you place on the citizens in the state. Rising
taxes. Rising costs from fuel means rising grocery costs.”

Response: Please refer to Master Response 1 regarding emissions leakage concerns.
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2.3 15-DAY COMMENTS AND RESPONSES ON THE
DRAFT ENVIRONMENTAL IMPACT ANALYSIS

On April 14, 2026, CARB released a Notice of Public Availability of Modified Text and
Additional Documents, pursuant to Government Code section 11347.1, proposing to modify
the regulatory text as well as add additional references to the rulemaking record, and providing
a comment period of at least 15 days (15-Day Notice). These modifications do not change
implementation of the regulation in any way that changes the conclusions of the Draft EIA. The
modifications do not alter the compliance responses for the project such that the significance
determinations from the Draft EIA change. Additionally, the modifications will not result in any
new significant environmental impacts, any substantial increases in the severity of an
environmental impact, or a declined feasible alternative or mitigation measure considerably
different from those considered in the Draft EIA. Therefore, no additional environmental
analysis or recirculation of the Draft EIA was required in response to these modifications.
Further, the 45-day CEQA comment period started on January 23, 2026, and ended on March
9, 2026, so comments received during the 15-day comment period related to the Draft EIA or
purporting to raise environmental issues with the Proposed Amendments were submitted after
the 45-day CEQA comment period and are untimely and do not require a response. (17 Cal.
Code Regs., § 60004.2(b)(2).) However, during this 15-day comment period, which falls
outside the 45-day CEQA comment period, CARB received 63 comment letters that purported
to raise environmental issues related to the Proposed Amendments. While it is not required to
do so, CARB provides the responses below for transparency.

15-day Comment Letter 9
4/27/2026 Senator Henry Stern

15-9-1: The commenter states: “CARB’s proposal, rather than adhere to the will of the
Legislature and clear statutory direction, adds up to 118 million metric tons of allowances back
into the market, providing at least $3.5 billion in subsidies that will only prolong our reliance on
fossil fuels and their disproportionate impacts on public health in environmental justice
communities. This contradicts CARB’s Initial Statement of Reasons about what was required
for California to reach our 2030 emissions target.

... In-addition to diluting the market signal of the cap—increasing emissions and reducing
demand for allowances—the proposed Manufacturing Decarbonization Incentive (MDI) under
the newly created Build Up California Reserve lacks any enforceable mechanism to
demonstrate real, permanent, quantifiable, and verifiable emissions reductions. The MDI
resembles CARB’s existing offsets program, but without any of the accountability measures
required by law.

Speeding progress towards the 2030 emissions target will allow us to accelerate investments
to provide lasting relief for the pain at the pump families are struggling to shoulder. Instead, this
proposal entrusts the very oil industry that is profiteering from President Trump’s war to
somehow deliver savings to the California drivers they are holding over a barrel. The
Legislature worked for more than a year to reform and reauthorize the program. We did so well
in advance of the program’s sunset to provide certainty to regulated industries, to stabilize the
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market for allowances, and to send a clear signal that California is committed to the energy
transition. The law reflects a hard-fought compromise, and a deliberate balance between
ambition and affordability. AB 1207 reaffirmed our statutory commitment under SB 32 (Pavley,
2016) to achieve “at least 40 percent” below 1990 levels by 2030. This clear commitment
includes unambiguous direction “to achieve the maximum technologically feasible reductions in
greenhouse emission to achieve the requirements” of our 2030 and 2045 targets (Cal. Health
& Safety Code §38566 and §38562.2). These are not optional suggestions: these targets are
“requirements” that must be “achieved.”

... Cementing reliance on fossil fuels through costly, inefficient subsidies is not an affordability
strategy and will not prevent the next gas price spike. Investments in electric vehicles, transit,
livable communities, and innovation to help lower technology costs for working families will
immunize us from the oil wars of the future, while creating jobs here at home. Moreover, the
proposal also lacks any assurance that CARB, the Energy Commission or the Division of
Petroleum Market Oversight will have the data or accountability tools they need to avoid
saddling California taxpayers with further costs like the federal government’s “petroleum
exclusion,” which shields refineries from Comprehensive Environmental Response,

Compensation, and Liability Act (CERCLA) cleanup liability.

There are better options available to stabilize in-state fuel supply through the energy transition
that preserve the integrity of California’s carbon market. We anticipate many such solutions will
be highlighted in the Transportation Fuels Transition Plan and Transportation Fuels
Assessment, due this month, and we are ready to engage with the Administration and industry
to build on our work. CARB must stay on course in this rulemaking to meet the 2030 targets
while doing the following:

1. Apply the same rigor and accountability to any compliance instruments generated under the
MDI program as we do for offsets—namely, that they be real, permanent, quantifiable,
verifiable and additional emissions reductions—there must be accountability on public
spending and environmental justice.

2. Provide clarity that the 2030 target remains in force, and that the MDI program not be
permitted to expand the emissions cap, including by limiting the total quantity of MDI-related
instruments and requiring a commensurate adjustment to the allowance budget.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues. MDI allocation is designed to directly reduce fossil fuel use
at industrial facilities, which delivers public health benefits through onsite emissions reduction
of local air pollutants in frontline communities.
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15-day Comment Letter 10
4/27/2026 Renna Hickey/Individuals

15-10-1: The commenter states: “Dear CARB Staff and Board Members, Californians are
feeling the real impacts of climate disasters that are not just devastating our communities and
lands but also driving an affordability crisis. Families are bearing the costs of a warming
climate through insurance premiums and utility bills, health expenses and hospital bills, higher
prices on household goods, and are held hostage by Big Qil's price gouging at the pump. Cap-
and-Invest is one of our state's biggest climate programs and is a critical source of funding for
close to home community investments like transit, parks, clean cars, charging infrastructure,
electrifying homes, and critical disaster response. The April proposal amending the program
will slow our climate progress and gut the annual program revenue $2 billion a year at a time
when our state is cutting safety net services across the board for Californians. CARB must
immediately amend the proposal to ensure that the Cap-and-Invest program will benefit
Californians, not provide polluters with excessive handouts. At a time when California's
leadership can provide a backstop against federal attacks and rising costs that are burdening
families, we cannot afford to give corporate polluters more handouts. Now is the time for the
agency to put Californians first and ensure that industry giveaways are not being adopted into
one of our most significant and cost-effective climate programs. California must move with a
proposal that defends the integrity of Cap-and-Invest and safeguards our state against the
climate crisis. Thank you as a student, a recreationalist, and GenZ person fighting for our
healthy future that is harder to see due to changes like these.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see Master Response 1 regarding leakage emissions concerns and Master Response
4 regarding concerns about impacts of MDI allocation in emissions and program revenues.
CARB staff notes that the Proposed Amendments also increase EDU allocation to reflect new
data on increased electricity demand and utility renewable electricity requirements, which
reduces the number of State-owned allowances offered at auction. The value of EDU
allocation is returned directly to Californians through an increased California Climate Credit on
electricity bills.

15-day Comment Letter 12
4/27/2026 Jim Stewart/Individual

15-12-1: The commenter states: “Retire 118M tons of free allowances immediately and not
allow any for the MDI. Otherwise, you will not make your legal requirement of 40% below 1990
levels by 2030.”
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Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 13
4/28/2026 Claire Broome/Individual

15-13-1: The commenter states: “It is beyond disappointing to see CARB propose to give the
fossil fuel companies which caused our climate crisis yet another break when previously CARB
gave them plenty of time to plan for phaseout and gave them a break on paying for the
damage they continued to cause.

The recently proposed amendments put both our 2030 targets and the stability of the
Greenhouse Gas Reduction Fund at risk. They also depart from the spirit of our landmark
agreement from last year by seeking to achieve affordability goals without accountability.
CARB's proposal, rather than adhere to the will of the Legislature and clear statutory direction,
adds up to 118 million metric tons of allowances back into the market, providing at least $3.5
billion in subsidies that will only prolong our reliance on fossil fuels and their disproportionate
impacts on public health in environmental justice communities. This contradicts CARB's Initial
Statement of Reasons about what was required for California to reach our 2030 emissions
target. It also effectively zeroes out future Greenhouse Gas Reduction Fund investments.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 14
4/27/2026 Max Korten/East Bay Regional Park District

15-14-1: The commenter states: “The Park District also seeks assurance that any
modifications will meaningfully support California's transition to a circular economy. This
includes taking a comprehensive approach which accounts for the full lifecycle impacts of
materials, as well as the interconnected environmental, economic, and community
considerations associated with these policies.

Finally, we encourage a holistic evaluation of potential trade-offs, including impacts on
greenhouse gas emissions, natural resource conservation, ecosystem health, program
revenue, and local economies. Ensuring proposed changes are aligned with the State's

Proposed Regulatory Amendments to the Cap-and-Invest Program 77



Responses to Comments

broader climate and sustainability goals, and support stable, predictable funding, will be
essential to achieving durable and equitable outcomes.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

The proposed project’s potential environmental impacts were fully analyzed and disclosed in
the Draft EIA prepared for the Proposed Amendments. CARB staff has determined that
CARB'’s proposed modifications do not change implementation of the regulation in any way
that changes the conclusions of the Draft EIA. The modifications do not alter the compliance
responses for the project such that the significance determinations from the Draft EIA change.
Additionally, the modifications will not result in any new significant environmental impacts, any
substantial increases in the severity of an environmental impact, or a declined feasible
alternative or mitigation measure considerably different from those considered in the Draft EIA.
Therefore, no additional environmental analysis or recirculation of the Draft EIA is required.

In relation to the economic portions of the comment, the EIA is not meant to address
economic, social, administrative, or financial issues associated with the Proposed
Amendments. Rather, the purpose of CEQA and the ElAis to fully analyze and mitigate to the
extent feasible the Proposed Amendments’ potentially significant physical impacts on the
environment. As such, comments related to cost concerns are outside of the scope of the EIA
and not addressed in this response to comments document. However, CARB notes that a
comprehensive economic cost-benefit analysis, which included projected impacts on the
State’s economy and benefits of emissions reductions for frontline communities was prepared
for the Proposed Amendments. CARB staff will be responding to all comments received to
date, including those received at the Board Hearing, in the Final Statement of Reasons.

15-day Comment Letter 19
4/28/2026 Maya D/Individual

15-19-1: The commenter states: “I'm writing to oppose the proposed amendments that would
add 118 million metric tons of allowances back into the cap-and-trade market. From both a
climate and policy perspective, this move doesn't make sense. We're supposed to be cutting
emissions, not expanding allowances to subsidize oil and gas companies that are already
seeing record profits. The timing concerns me. The fossil fuel industry is in a strong financial
position right now, and rather than holding them accountable, CARB is providing them
additional allowances. This seems counterproductive to our stated climate goals.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.
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15-19-2: The commenter states: “If California continues to weaken its own climate rules each
time the industry pushes back, we undermine the credibility of the entire system. We should be
strengthening our commitment to emissions reductions, not retreating from it. | urge you to
reject these amendments and maintain CARB’s commitment to meaningful climate action.

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 22
4/28/2026 Emma Adest/Individual

15-22-1: The commenter states: “Californians are feeling the real impacts of climate disasters
that are not just devastating our communities and lands, but also driving an affordability crisis.
Families are bearing the costs of a warming climate through insurance premiums and utility
bills, health expenses and hospital bills, higher prices on household goods, and are held
hostage by Big Oil's price gouging at the pump. Cap-and-Invest is one of our state’s biggest
climate programs and is a critical source of funding for close to home community investments
like transit, parks, clean cars, charging infrastructure, electrifying homes, and critical disaster
response. The April proposal amending the program will slow our climate progress and gut the
annual program revenue $2 billion a year at a time when our state is cutting safety net services
across the board for Californians. The California Air Resources Board (CARB) must
immediately amend the proposal to ensure that the Cap-and-Invest program will benefit
Californians, not provide polluters with excessive handouts. The consequences of this
proposal to the program’s Greenhouse Gas Reduction Fund (GGRF) are severe. This
dwindling pot of money has invested billions of dollars in dozens of critical programs — clean
vehicle access, safe and affordable drinking water, wildfire resiliency, and affordable housing. A
failing program will decrease dollars for our state’s environmental programs. Around nine
billion dollars from this fund has already been invested in programs benefitting California’s
disadvantaged and low-income households, the “priority populations”. This group is hit the
hardest by the impacts of climate change and will be impacted the most by these programs
going unfunded. This proposal provides handouts to the oil and gas industry with no guarantee
that fuel prices or emissions will go down. Californians would still be exposed to swings in the
global oil market and the strong influence these corporations have in our state. While gas
prices soar due to international supply shortages, oil companies are raking in record profits’.
Californians shouldn’t be paying for subsidies to oil companies that don'’t bring prices down
and take billions away from critical state funding. At a time when California’s leadership can
provide a backstop against federal attacks and rising costs that are burdening families, we
cannot afford to give corporate polluters more handouts. Now is the time for the agency to put
Californians first and ensure that industry giveaways are not being adopted into one of our
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most significant and cost-effective climate programs. California must move quickly to adopt a
proposal that protects Cap-and-Invest and strengthens the state’s response to the climate
crisis.”

' The Guardian, “$30m an hour: big oil reaping huge war windfall from consumers, analysis finds”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

With respect to the economic impact of electricity under the Proposed Amendments, the ElIA is
not meant to address economic, social, or financial issues associated with the Proposed
Amendments. Rather, the purpose of CEQA and the EIA is to fully analyze and mitigate the
Proposed Amendments’ potentially significant physical impacts on the environment. As such,
comments related to economic impacts are outside of the scope of the EIA and not addressed
in this response to comments document. However, CARB staff will be responding to all
comments received to date, including those received at the Board Hearing, in the Final
Statement of Reasons.

15-day Comment Letter 23
4/28/2026 Daniel Lashof/World Resources Institute

15-23-1: The commenter states: “The World Resources Institute is greatly concerned that
elements of the April 14, 2026, revisions to the proposed rule will undermine the effectiveness
of the emissions cap and provide unjustified subsidies to oil refiners, rather than drive
innovation and effective emissions reductions from the industrial sector. To avoid these bad
outcomes, we recommend that CARB Retire 118.3 million surplus allowances immediately as
initially proposed. CARB’s original analysis found that at least 118.3 million surplus allowances
need to be retired to ensure that the cap-and-invest program fulfills its intended role in meeting
California’s mandatory emission reduction targets. CARB should revert to its original proposal
to retire this amount of surplus allowances. Using them to incentivize emission reductions from
the industrial sector, even if fully effective, just shifts emissions from one sector to another
without accomplishing the needed overall reductions that would be achieved by retiring these
allowances.

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

The remainder of the comment refers to economic elements of the Proposed Amendments.
The EIA is not meant to address economic, social, administrative, or financial issues
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associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to cost concerns are outside of the scope of
the EIA and not addressed in this response to comments document. However, CARB staff will
be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

15-day Comment Letter 29
4/29/2026 Barry Vesser/The Climate Center

15-29-1: The commenter states: “Retire at least 118.3 million allowances to protect cap
integrity and meet 2030 and 2045 climate targets. The recent 15 day notice departs
significantly from the ISOR by reversing the proposal to retire 118.3 million allowances from
the carbon market. The removal of a minimum of 118.3 mi allowances is necessary to reach
the mandated 2030 target; failure to do this removal will jeopardize CARB’s ability to reach the
mandated 2030 target as is clearly stated in CARB’s October 25, 2025 workshop (slide 17)
and webinar, and again in the ISOR on pages 34, and 327.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-29-2: The commenter states: “We support revising the post-2030 industrial free allocations
given updated and current empirical evidence of emissions leakage. We commend CARB for
removing the originally proposed post-2030 allocations in the ISOR.

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

CARB appreciates the commenter’s support and notes that post-2030 industrial allowance
allocation and any other mechanisms to mitigate emissions leakage in the post-2030 Program
will be addressed in a future rulemaking. To the extent the commenter argues that the Program
results in emissions leakage, CARB disagrees; see Master Response 1 regarding emissions
leakage concerns.

15-29-3: The commenter states: “We suggest the Board issue a resolution to require an
allowance supply evaluation at regular intervals to increase accountability, transparency and
trust in the success of the Cap and Invest program to deliver the needed state mandated
emissions reductions. Such evaluations can determine if any ‘oversupply’ of allowances could
jeopardize reaching the mandated emission reduction targets; and this will help CARB to
develop and take remedial actions.”
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Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

CARB regularly evaluates allowance supply in aligning the stringency of the Program with
supporting progress toward the State’s GHG reduction targets for 2030 and 2045. For
example, reducing 118 million allowances from 2027-2030 annual budgets corrects for
technical adjustments to the GHG Emission Inventory, which affected prior-year emission totals
used to set the 2021-2030 annual budgets in the Current Regulation.

15-day Comment Letter 32
4/29/2026 Rock Zierman/California Independent Petroleum Association (CIPA)

15-32-1: The commenter states: “CIPA represents nearly 300 crude oil and natural gas
producers, royalty owners, and service and supply companies who all operate in California
under the toughest regulations on the planet. The Proposed Amendments will not decrease
California demand for finished product, but rather encourage foreign imports from jurisdictions’
that do not have the same standards for their labor or the environment. This will proposal
directly lead to sector leakage....

Transportation fuel feedstocks, such as crude oil, are a global commodity. There is a world
market and global infrastructure operating today which is capable of producing and delivering
the marginal barrel to California’s remaining refiners for any amount of crude not produced in
state. The potential leakage of the sector has never been higher. Crude imports are climbing.
Imports of both crude and refined products have soared in recent years, with import of finished
product only accelerating with the recent additional in-state refinery closures. The proposed
amendments will add significant costs to in-state producers that are not required of
international producers who import crude. This cost dynamic is already having an impact on in-
state producer economic decisions, both in the near-term and over the long-term. If the cost of
local production outpaces the world price of oil, in-state production declines and is backfilled.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding concerns about in-state petroleum production
and refining and potential leakage.

15-day Comment Letter 34
4/29/2026 Assemblymember Dawn Addis/California Legislative Central Coast Caucus

15-34-1: The commenter states: “CARB's proposed amendments are not consistent with the
state's legislative direction and intent. While the state has historically relied on a suite of
complementary tools to meet emissions targets, many of those tools are currently under threat
due to actions by the Trump Administration, including attacks on federal climate programs and
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California's Clean Air Act waiver authority to regulate vehicle emissions. In the absence of
these tools, weakening Cap-and-Invest further undermines the state's ability to meet its
statutory obligations. If emissions are not reduced through Cap-and-Invest, California remains
legally required to meet its targets, which will necessitate more costly and burdensome direct
mandates and regulatory actions. ... Taken together, the proposal presents an unacceptable
tradeoff of a weakened and potentially ineffective emissions cap, a significant reduction in
public investment through GGRF, and additional uncompensated value to regulated industries.
This outcome is inconsistent with both the intent and the design of Cap-and-Invest. We urge
CARSB to revise the 15-Day Amendments to ensure the program remains a credible,
enforceable mechanism for emissions reduction and a reliable source of public investment.
Specifically, CARB should: Ensure that the emissions cap represents a real, declining limit that
is not offset by off-cap allowances. The proposed MDI program and updated allocation for
high-emitting industries must be revised to ensure progress toward our 2030 goals is
achievable, and that the market mechanism will function as intended. Industry allowances
should be allocated according to demonstrated need and measurable emissions reductions.
The proposal's structure raises concerns about the integrity of the cap. By significantly
increasing allowance supply and creating an estimated 118 million allowances outside the cap
through the Manufacturing Decarbonization Incentive (MDI), the amendments effectively offset
the planned decline in emissions between 2027 and 2030. A cap that is functionally neutralized
in this way cannot be relied upon to drive the emissions reductions required under state law.
The MDI was never envisioned in statute and represents a substantial departure from
legislative direction. As proposed, it functions as a large-scale subsidy program for industry,
including oil refiners, funding activities such as fossil-based hydrogen production and out-of-
state biofuels at the expense of legislative priorities set out in SB 840. The program lacks clear
accountability measures and does not ensure that emissions reductions are real, permanent,
or additional. ... Taken together, the proposal presents an unacceptable tradeoff of a weakened
and potentially ineffective emissions cap, a significant reduction in public investment through
GGREF, and additional uncompensated value to regulated industries. This outcome is
inconsistent with both the intent and the design of Cap-and-Invest. We urge CARB to revise
the 15-Day Amendments to ensure the program remains a credible, enforceable mechanism
for emissions reduction and a reliable source of public investment. Specifically, CARB should:
Ensure that the emissions cap represents a real, declining limit that is not offset by off-cap
allowances. The proposed MDI program and updated allocation for high-emitting industries
must be revised to ensure progress toward our 2030 goals is achievable, and that the market
mechanism will function as intended. Industry allowances should be allocated according to
demonstrated need and measurable emissions reductions.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.
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15-34-2: The commenter states: “At the same time, the proposal is projected to reduce
Greenhouse Gas Reduction Fund (GGRF) revenues by approximately $2 billion annually.
These are not abstract losses. GGRF investments fund programs that lower costs for
Californians—clean transportation access, energy efficiency, affordable housing, wildfire
resilience, and safe drinking water infrastructure. The proposal will also jeopardize projects
already underway that rely on continued funding from programs such as also jeopardize
projects already underway that rely on continued funding from programs such as the Transit
and Intercity Rail Capital Program, the Low Carbon Transit Operations Program, and the
Affordable Housing and Sustainable Communities Program, among others. Reductions of this
magnitude will directly constrain the state's ability to deliver benefits to Californians. The
impact on disadvantaged and low-income communities is particularly troubling. To date,
approximately 73% of the billions in GGRF investments have been directed to priority
populations. The proposal departs from legislative direction for GGRF investments by
undermining requirements to prioritize disadvantaged communities and align funding with
clean energy goals consistent with the Renewable Portfolio Standard. Reducing available
funding at this scale will disproportionately affect the communities already most burdened by
pollution and climate impacts. We are also concerned that the proposal provides substantial
additional value to the oil and gas industry without enforceable mechanisms to ensure
consumer benefit. There is no clear evidence that increasing allowance supply will result in
lower fuel prices. Californians will remain exposed to global price volatility and refinery
disruptions, while the program transfers additional economic value to companies that are
already reporting strong profits. ... We urge CARB to revise the 15-Day Amendments to ensure
the program remains a credible, enforceable mechanism for emissions reduction and a reliable
source of public investment. Specifically, CARB should: Protect GGRF revenues to sustain
investments that directly benefit Californians. Recent modeling shows that Cap-and-Invest
program updates that reduce the pollution cap by 180 million tons by 2030 would deliver $2.8
billion in affordability benefits for families earning $70,000 or less, and $1.4 billion more to
invest in climate solutions by 2045.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 36
4/30/2026 Tom Steyer/Individual

15-36-1: The commenter states: “California will make accessible up to 118 million free pollution
passes to industrial polluters. This is the same amount that CARB has stated needs to be
taken off the market to meet our 2030 emission reduction goals. If this proposal passes as is,
California risks missing our 2030 emission reduction target, which is mandated by legislative
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statute—all to give more free passes to fossil fuel companies. ...Recent analysis from UC
Santa Barbara projects this backdoor giveaway will drain $4 billion in state revenue over the
next four years. That means slashing $2.3 billion from the GGRF and cutting the California
Climate Credit’s direct electricity rebates by $1.7 billion—a massive 17% cut across the board.
...If CARB allows this fund to be gutted, our communities will immediately lose vital funding for:
e Direct Electricity Rebates: A $1.7 billion cut to the California Climate Credit, meaning your
utility bills will go up just so Big Oil's costs can go down. e Wildfire Resilience & Forest Health:
Critical funding to harden our communities against wildfires, which is the exact crisis causing
our home insurance premiums to skyrocket out of control. e Housing & Low-Income
Weatherization: Cuts to programs like the Affordable Housing and Sustainable Communities
Program, as well as grants that install no-cost rooftop solar and energy-efficiency upgrades for
low-income families to permanently lower their utility bills. @ Clean Water & Toxic Cleanup:
Funding stripped from the Cleanup in Vulnerable Communities program, which protects safe
drinking water for neighborhoods disproportionately burdened by pollution.

e Cheaper Commuting: Deep cuts to the state's transit and intercity rail programs, as well as
the Clean Cars 4 All rebate program, which helps everyday drivers affordably trade in gas-
guzzlers to escape the high cost of fuel.

e Protecting California Agriculture: Cuts to the Sustainable Agricultural Lands Conservation
program, putting local farmers at risk and threatening our state's food supply and rural
economies.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues. Regarding concerns about the GGRF, CARB notes that
projects funded by the GGRF provide important public benefits and CARB does not determine
how GGRF revenues are appropriated. Under SB 840 and the annual state budget process,
the Legislature and Governor allocate how the revenues in the GGRF are spent. Therefore,
comments regarding environmental benefits of specific GGRF expenditures and associated
GGREF funding priorities fall outside the scope of this rulemaking and CARB’s authority.

15-day Comment Letter 42
4/30/2026 Assemblymember Liz Ortega

15-42-1: The commenter states: “CARB’s proposal, rather than adhere to the will of the
Legislature and clear statutory direction, adds up to 118 million metric tons of allowances back
into the market, providing at least $3.5 billion in subsidies that will only prolong our reliance on
fossil fuels and their disproportionate impacts on public health in environmental justice
communities. This contradicts CARB’s Initial Statement of Reasons about what was required
for California to reach our 2030 emissions target. It also effectively zeroes out future
Greenhouse Gas Reduction Fund investments. In addition to diluting the market signal of the
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cap—increasing emissions and reducing demand for allowances—the proposed Manufacturing
Decarbonization Incentive (MDI) under the newly created Build Up California Reserve lacks
any enforceable mechanism to demonstrate real, permanent, quantifiable, and verifiable
emissions reductions. The MDI resembles CARB’s existing offsets program, but without any of
the accountability measures required by law....

Moreover, the proposal also lacks any assurance that CARB, the Energy Commission or the
Division of Petroleum Market Oversight will have the data or accountability tools they need to
avoid saddling California taxpayers with further costs like the federal government’s “petroleum
exclusion,” which shields refineries from Comprehensive Environmental Response,
Compensation, and Liability Act (CERCLA) cleanup liability."

There are better options available to stabilize in-state fuel supply through the energy transition
that preserve the integrity of California’s carbon market. We anticipate many such solutions will
be highlighted in the Transportation Fuels Transition Plan and Transportation Fuels
Assessment, due this month, and we are ready to engage with the Administration and industry
to build on our work.

CARB must stay on course to meet the 2030 targets by doing the following:

1. Apply the same rigor and accountability to any compliance instruments generated under the
MDI program as we do for offsets—namely, that they be real, permanent, quantifiable,
verifiable and additional emissions reductions—there must be accountability on public
spending and environmental justice.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-42-2: The commenter states: “The recently proposed amendments put both our 2030
targets and the stability of the Greenhouse Gas Reduction Fund at risk. They also depart from
the spirit of our landmark agreement from last year by seeking to achieve affordability goals
without accountability. ... The Legislature worked for more than a year to reform and
reauthorize the program. We did so well in advance of the program’s sunset to provide
certainty to regulated industries, to stabilize the market for allowances, and to send a clear
signal that California is committed to the energy transition. The law reflects a hard-fought
compromise, and a deliberate balance between ambition and affordability. AB 1207 reaffirmed
our statutory commitment under SB 32 (Pavley, 2016) to achieve “at least 40 percent” below
1990 levels by 2030. This clear commitment includes unambiguous direction “to achieve the
maximum technologically feasible reductions in greenhouse emission to achieve the
requirements” of our 2030 and 2045 targets (Cal. Health & Safety Code §38566 and
§38562.2). These are not optional suggestions: these targets are “requirements” that must be
“achieved.” Based on these 2030 and 2045 commitments, SB 840 established clear
expectations for ongoing revenues to support investments in vital public services and

Proposed Regulatory Amendments to the Cap-and-Invest Program 86



Responses to Comments

infrastructure that our communities are counting on. ...

CARB must stay on course to meet the 2030 targets by doing the following:....2. Provide clarity
that the 2030 target remains in force, and that the MDI program not be permitted to expand the
emissions cap, including by limiting the total quantity of MDI-related instruments and requiring
a commensurate adjustment to the allowance budget.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 44
4/30/2026 Mark Brostman /Individual

15-44-1: The commenter states: “I write not in opposition to California’s climate goals, but to
raise a serious concern about whether the current regulatory trajectory is achieving its
intended environmental outcomes.

California has lost approximately 20% of its in-state petroleum refining capacity over the past
year, with major facilities including Phillips 66 and Valero Benicia closing or curtailing
operations. A significant driver of these closures is the cumulative regulatory and compliance
cost burden imposed by the Cap-and-Trade program, which has made continued investment in
California refining economically unviable.

The unintended consequence is that California now imports a growing share of its refined
gasoline from overseas suppliers — transported via ocean-going tankers with substantial
greenhouse gas emissions from shipping. The net carbon result of this shift has not, to my
knowledge, been fully accounted for in CARB’s environmental modeling.

...A policy that reduces in-state refining while increasing imports may be shifting emissions
offshore rather than eliminating them — a result that undermines California’s global climate
leadership and imposes significant cost burdens on working families and small businesses
before viable alternatives are accessible.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding concerns about impacts of MDI allocation in
emissions and program revenues.
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15-day Comment Letter 50
4/30/2026 Christina Garcia/California Carbon Forum

15-50-1: The commenter states: “Our focus is whether the proposed changes preserve two
things this program depends on: the integrity of the cap and its alignment with both the state's
statutory 2030 and 2045 emissions targets. As we read the 15-day package, both are
weakened. Allowances would flow into the market from outside the established annual
budgets, and the cap would no longer reliably tie program supply to the emissions trajectory
mandated by the Legislature. That damages program integrity in a way the market can read.
Weak auction performance, GGRF revenue, and investor confidence can be observed in
recent months, all of which could continue to deteriorate due to the proposed changes.
Markets respond to structure, not intent — and small design choices in this package will have
outsized effects on whether the program continues to function as designed.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-50-2: The commenter states: “Independent analysis released this month underscores the
scale of the supply implications. In an April 27, 2026 post on the Energy Institute at Haas blog,
Professor Meredith Fowlie of UC Berkeley, Chairwoman of the IEMAC, estimates that under
the 15-day amendments, a qualifying refinery could receive free allowances ‘well in excess of
its GHG emissions’ — with combined baseline plus MDI allocation reaching roughly 6.1
allowances per barrel against a benchmark emissions rate of approximately 3.89 tons per
barrel. Whatever weight one places on a single illustrative sector, the structural point is
straightforward: allowance issuance through MDI is not constrained by — and in some cases
may exceed — the underlying emissions the cap is intended to bound. Two refinements would
substantially address this: 1. In the final rule and accompanying findings, reaffirm in plain terms
that the emissions cap is the binding constraint on overall supply, and that all compliance
instruments, including those issued through the MDI program, or successor mechanisms will
come from within established annual budgets that the CARB board approves. 2. Reaffirm that
the established budgets are established consistent with hitting the state's statutory 2030 and
2045 emissions targets, and that the cap remains the mechanism by which the program is held
to those commitments.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.
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15-day Comment Letter 54
5/1/2026 Bob Keefe/E2

15-54-1: The commenter states: “While E2 supports the timely adoption of these regulations,
the 15-Day Changes include a disappointing departure from California’s aggressive climate
action. The increase in industrial free allowances, while proposed in acknowledgement of
federal tariff volatility, will reduce market incentives and capital for innovative low-carbon
projects. This is happening during a time when the U.S. Department of Energy has reneged on
billions of dollars of investment in our climate and economy. Additionally, the regulations
propose a significant expansion of the MDI, which now substantially takes from allowances
that were set to be retired and expands access for the state’s refineries. While the original
version of the MDI would have stimulated innovation by increasing future year ambition, the
modifications will rely on CARB to use strong, timely implementation and oversight to prevent
distortions, loss of real emission reduction, and uncertainty about the market’s performance.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns and Master
Response 4 regarding concerns about impacts of MDI allocation in emissions and program
revenues.

15-day Comment Letter 56
5/2/2026 Sheng Su/Sustain You

15-56-1: The commenter states: “In light of the Senate Budget Subcommittee No. 2’s stated
interest in cost-effective climate solutions—a factor directly cited in the comment period
extension—we recommend that CARB support the allocation of Greenhouse Gas Reduction
Fund (GGRF) resources toward pilot-scale deployment of distributed organic processing
infrastructure under the clean air, agriculture, or climate innovation spending categories
established by SB 840. Pilot programs would generate empirical operational and emissions
data to inform the offset protocol scoping study described in Recommendation 1, validate the
AQM reporting methodology in Recommendation 2, and provide CARB with a rigorous
evidentiary basis for future rulemaking. Prioritizing decentralized infrastructure in GGRF
allocation would also reduce systemic dependence on aging centralized facilities, lower
transportation-related emissions from Class 8 organic waste hauling, and accelerate
deployment in disadvantaged communities— directly consistent with CARB’s equity mandate
and the GGRF’s 70% disadvantaged community investment track record.”

Response To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:
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Projects funded by the GGRF provide important public benefits and CARB does not determine
how GGRF revenues are appropriated. Under SB 840 and the annual state budget process,
the Legislature and Governor allocate how the revenues in the GGRF are spent. Therefore,
comments regarding environmental benefits of specific GGRF expenditures and associated
GGREF funding priorities fall outside the scope of this rulemaking and CARB’s authority.

Regarding cost-effectiveness, the EIA is not meant to address economic, social, or financial
issues associated with the Proposed Amendments Rather, the purpose of CEQA and the ElA is
to fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to cost-effectiveness are outside of the scope
of the EIA and not addressed in this response to comments document. However, CARB staff
will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

15-day Comment Letter 58
5/3/2026 Jose Torres/Affordable Energy Campaign

15-58-1: The commenter states: “Unfortunately, we are gravely concerned about the evolution
of the Manufacturing Decarbonization Incentive (MDI) and the resulting impact it will have on
the Climate Credit (CC) and the Greenhouse Gas Reduction Fund (GGRF). The MDI could
overwhelm the benefits of the aforementioned reforms for electricity customers, because the
MDI will stagnate the value of the allowance and potentially have other unintended
consequences.

Decarbonization of these sectors is vital to reach our climate goals, but doing so in this format
significantly reduces the value of the CC and GGRF, which are also focused on
decarbonization. This proposal would instead prioritize cost-containment benefits to industry
over affordability benefits to Californians, while also hindering California’s decarbonization
goals. Itis more important to prioritize household electricity savings and remove the MDI so
that the value of the allowance can increase as a result of a tighter market.

We urge you to reconsider this revision because these incentives via allowances through the
MDI mechanism, above the emissions cap are expected to keep the value of the allowances at
the floor and the market potentially undersubscribed. We respectfully request that you revise
the regulations yet again to eliminate the MDI and provide electricity customers greater relief
through an increased value of the Climate Credit.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 60
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5/3/2026 Mark Forbes/Individual

15-60-1: The commenter states: “Emissions limits are not declining in the proposal. AB1207
requires that the state board ‘shall adopt a regulation that establishes a system of market-
based declining annual aggregate emissions limits.” The proposed rules remove approximately
118 million allowances from the 2027-2030 annual budgets as in the January proposal but now
concurrently introduce 118 million new allowances under the MDI. The net result is a flat, not
declining, short term trajectory for the emission limits. This is inconstant with the statute and
fails basic sanity check on whether the specific proposal to incentivize industrial investment in
emissions reductions is reasonable.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-60-2: The commenter states: “It is an obvious part of the definition of using future vintage
allowances that it involves restricting allowance supply for future allocation and this does not
constitute reasoning that the consequences of such reallocation create more total emissions
than the obvious point that introducing new allowances increases emissions.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-60-3: The commenter states: “Tangible emissions reductions now are much more valuable
than promises of emissions reduction years from now in the uncertain future; and are achieved
by retaining the simple straight line declining allowances. Any such promises have to be
heavily discounted in deciding on the appropriate level of short-term subsidy to polluting
industry that can confidently be counted on to make things better. We need to stay on the
straight line.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 62
5/4/2026 Henry Perea/Chevron U.S.A. Inc.

15-62-1: The commenter states: “Chevron objects to the removal of all post-2030 CAFs from
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the proposed 15-day amendments. Petroleum refineries and crude production require stable
and predictable allowance allocation methodologies to sustain operations and support long-
term capital investments. These facilities require large capital investments and long
development timelines that are incompatible with frequent, short-term, or uncertain changes to
allocations. CARB’s 15-day proposal imposes an overall program cap post-2030 but does not
provide any clarity on to what extent, or even whether, industrial allocation will be available in
that timeframe. If present trends continue, this lack of clarity will predictably lead to increased
leakage in contravention of the Legislature’s direction California law directs that CARB shall
‘Minimize leakage’ in adopting cap-and-invest regulations, a mandatory obligation that, if left
unaddressed for the post-2030 compliance period, renders the regulation inconsistent with the
authorizing statute within the meaning of Government Code section 11342.2. CARB’s proposal
to omit post-2030 CAFs fails to recognize that leakage in the refining and crude production
sectors is happening now and continues to escalate. This omission would accelerate leakage
rather than minimize it due to the long-term planning (i.e., post-2030) that petroleum refineries
must conduct today. CARB’s representation that it will set post-2030 CAFs in a future
rulemaking does not satisfy CARB’s present statutory obligation to minimize leakage. Informal
assurances of future corrective action do not cure a regulation’s failure to comply with a
mandatory legislative command at the time of adoption. Further, by removing post-2030 CAFs,
CARB has rendered its Environmental Impact Analysis incapable of adequately analyzing the
actual environmental impacts of emissions leakage that will foreseeably result from the
regulation because a key mechanism designed to mitigate that leakage remains undefined
CARB'’s informal representation that it will address leakage risk in a future rulemaking does not
cure this deficiency; under CEQA, deferring the analysis and mitigation of a known,
foreseeable environmental impact to an open-ended future proceeding while putting the
regulation into effect constitutes an impermissible deferral of mandatory environmental review.
Accordingly, Chevron urges CARB to, at a minimum, finalize CAFs through at least 2035 to
give needed regulatory certainty for petroleum refining (NAICS Code 324110), liquid
hydrocarbon fuel production (NAICS Code 325199), and crude petroleum and natural gas
extraction (NAICS Code 211111). Chevron also urges CARB to assign petroleum refineries
high leakage risk and move crude and natural gas production to the Standard Activities CAF in
Table 9-2 Cap Adjustment Factors for Allowance Allocation. Establishing CAFs through at least
2035 would provide longer term regulatory certainty, and support continued in-state fuel
production, while helping to maintain affordable and reliable fuel supplies for Californians.

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns.

To the extent the commenter is arguing that CARB is deferring environmental analysis
associated with emissions leakage risk, CARB disagrees. As stated in Master Response 1,
CARB has evaluated leakage risk continuously over the history of the Cap-and-Invest
program, including when the Program is amended. CARB has done the same here.
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Furthermore, leakage risk alone is not a reasonably foreseeable environmental impact, as
explained in Master Response 1. The commenter does not provide any new evidence
demonstrating that any component of the Proposed Amendments will reasonably foreseeably
result in any particular emissions leakage impacts, beyond generalized statements regarding
leakage risk. As noted above, CARB has developed the Proposed Amendments in a way that
minimizes leakage risk. CEQA does not require agencies to analyze speculative impacts.

15-day Comment Letter 68
5/2/2026 Mark Daggett/Individual

15-68-1: The commenter states: “Please revise your cap-and-invest proposal to protect in-
state energy infrastructure by avoiding massive new costs for fuel producers. Especially with
the high gasoline prices of today, rushing through a proposal to hit an arbitrary emissions
reduction target is reckless, with real consequences for working and elderly Californians who
can least afford it. Californians are hurting, struggling to get by under the high energy costs
that have become a hallmark of life in our state — the highest in the nation. And rather than
bring down costs, your proposal is going to make things even worse. Our state is at a turning
point. Drivers here pay the highest gas prices in the country by a huge margin. Even before the
war in Iran prices at the pump were soaring, jumping 40 cents a gallon in February. In the past
six months, P66 shut down their Los Angeles refinery and Valero is in the final stages of
shutting down their Benecia refinery. The closures eliminate another 20% of California's
refining capacity and deepen our reliance on imported foreign fuel. Your proposed changes
would result in California's few remaining refineries facing up to $9 billion in new compliance
costs. This cost is unsustainable and surviving refiners cannot or will not take it on. With
energy companies already leaving the state, this added cost burden could cause massive
damage to our remaining energy infrastructure. California needs gasoline, diesel, and jet fuel.
If our policies push refineries out of business, forcing California to get fuel from somewhere
else no matter what the cost. Relying on imports also leaves us vulnerable to geopolitical
disruptions and other factors outside our control. California depends on Asian refineries to
produce our special blend of fuel. As those refineries decide to limit exports, the decision to
allow foreign control of our fuel supply looks foolish. With sky-high gas prices, refineries
shutting down, and problems relying on imports highlighted by war in the Middle East,
California cannot get this wrong. Consequently, we Californians must pay the fuel production
costs for foreign companies, who operate overseas refineries that produce greater pollution
than California's refineries. That fuel is shipped on tankers that pump out carbon during
around-the-world trips to our ports. When gas gets too expensive, working families are forced
to cut back on groceries, straining family budgets and pushing the California dream further out
of reach. Finally, local refineries and related businesses are bedrocks of their communities,
employing hundreds if not thousands of workers in good-paying jobs, paying millions in
property taxes, contributing to local civic organizations and boosting the economy. When they
shut down, those benefits disappear. California's regulations and tax structure place a huge
burden on all Californians and all businesses operating in California. Please make life in
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California easier and less expensive — revise your proposal to preserve California energy
infrastructure.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to the response to comment 17-1 and Master Response 1 regarding emissions
leakage concerns.

15-day Comment Letter 73
5/2/2026 Brian Kelley /Individual

15-73-1: The commenter states: “| am very concerned about the about the proposed
amendments concerning cap & trade. At a time when California gas is more than $6 per gallon
at the pump, it is inconceivable that California would be considering additional regulation that
will hurt what is left of our state's refinery capacity and make us all the more dependent on the
importation of gas from overseas sources (where the refining of such gas has an even larger
carbon footprint.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to the response to comment 17-1. See also Master Response 1.

15-day Comment Letter 74
5/4/2026 Mary Elizabeth/Individual

15-74-1: The commenter states: “Biomass combustion creates greenhouse gases and
pollutants that harm communities. Stop giving credit to accelerate the instate production of
renewable gas, including biogas and biomethane, from organic waste which ignores the
secondary costs to increase these sources for profit and the pollution that arises.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to the response to comments 42-1 and 42-2.

15-74-2: The commenter states: “The proposal to retire 118.3 million cap and trade allowances
from the carbon market was moving in the correct direction to reduce carbon incentives that
allow continue use don't move backwards postponing retirement.

Annual accountability to proposed limits must be open and transparent. No more incentives to
prop up industries that continue to shirk responsibilities for environmental harms that their
profits cause - especially to those overburdened communities most vulnerable to climate
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change induced hazards and to continued pollution relating to legacy pollution and exposure to
new sources sited without full mitigation. Prohibit permitting, including exemptions and legacy
exemptions of stationary sources, in disadvantaged communities that directly emit pollution
(toxic air contaminants, criteria air pollutants, and/or greenhouse gases) that increases the
volume or concentration of community level and regional pollution. Cumulative impacts of only
stationary or only mobile sources are not enough to protect those already harmed. Cumulative
impacts should include existing and projected mobile and stationary sources that increase the
volume or concentration of community and areawide pollution.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 75

5/4/2026 Alex Lee/California Legislative Progressive Caucus

15-75-1: The commenter states: “As written, the proposal risks compromising the integrity of
the program itself. An oversupply of allowances reduces the real need to undertake emissions
reductions and creates downward pressure on allowance prices. The proposed Manufacturing
Decarbonization Incentive (MDI) which would create an allowance pool under the new ‘Build
Up California Reserve’ would further undermine the cap by introducing large volumes of
allowances outside the emissions limit that equal the proposed cap decline, effectively
offsetting emissions reductions and calling into question whether the program will deliver real
climate progress...

This proposal fails to deliver meaningful emissions reductions or durable climate investments,
while providing excess allowances to the oil and gas industry with no guarantee of lower fuel
prices for consumers. Even with an oversupply of allowances, petroleum prices will continue to
spike during global supply disruptions or refinery outages, leaving Californians exposed to
ongoing market volatility. While gas prices soar due to international supply shortages, oil
companies are raking in record profits. It is unacceptable to create handouts for the oil and gas
industry at the expense of our communities. We request that CARB swiftly update and finalize
the regulation in time to implement changes this fall with the following critical revisions:

e Eliminate the Manufacturing Decarbonization Incentive (MDI) and Build Up California
Reserve, which introduce off-cap allowances that undermine the emissions cap and have not
been sufficiently evaluated through public process.

e Correct allowance oversupply by revising allocation levels and lowering the cap adjustment
factor, ensuring the program maintains a strong and credible price signal for emissions
reductions.”

Proposed Regulatory Amendments to the Cap-and-Invest Program 95



Responses to Comments

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see Master Response 1 regarding emissions leakage concerns and Master Response
4 regarding concerns about impacts of MDI allocation in emissions and program revenues.

15-day Comment Letter 76

5/4/2026 Gebriel Saleh/California Fuels and Convenience Alliance

15-76-1: The commenter states: “CFCA reiterates its previously submitted concerns regarding
the magnitude of the proposed allowance supply reductions. The removal of approximately 118
million allowances from the 2027-2030 budgets, combined with a projected cumulative
reduction of nearly one billion allowances through 2045 relative to the current regulation,
represents a substantial tightening of the program beyond what is necessary to achieve
continued environmental progress.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

The proposed allowance budgets are calculated to support a smooth, continued annual
emissions decline from the 1990 baseline year to the 40% reduction target for 2030 and the
85% reduction target for 2045, and the cumulative climate ambition needed to achieve the
State’s legislatively mandated 2030 and 2045 targets as laid out in the 2022 Scoping Plan
Update.

15-76-2: The commenter states: “California is already experiencing reduced refining capacity
due to recent facility closures. At the same time, remaining refineries are aging and operating
at high utilization rates, contributing to an increase in unplanned maintenance outages. Many
of these facilities require significant capital investment to modernize infrastructure, improve
efficiency, and reduce emissions. These upgrades would deliver dual benefits: lowering
emissions intensity while improving operational reliability and reducing supply disruptions.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see Master Response 1 regarding emissions leakage concerns. Further, note that the
proposed MDI allocation provides significant support for the transformative capital investments
needed to deploy low-carbon production methods and fuels at California refineries.

15-76-3: The commenter states: “We also note that the removal of cap adjustment factors
(CAFs) beyond 2030, while an improvement over earlier proposals, continues to create
uncertainty for long-term investment planning. Refinery upgrades and modernization projects
require multi-year planning horizons and significant capital commitments. A four-year window
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of regulatory clarity is insufficient given these realities. This uncertainty is particularly
concerning in the context of ongoing disparities between in-state and out-of-state refining
operations, which continue to drive leakage risk. Without clear, long-term signals, there is a
heightened risk that investment, and ultimately production, will shift outside of California,
undermining both economic and environmental objectives. Given current market conditions,
California can no longer afford to lose additional in-state refining capacity. The current
geopolitical landscape underscores that disruptions in regions such as Asia, where California
relies on imports of finished fuel, can have direct impacts on the state’s fuel market.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see Master Response 1 regarding emissions leakage concerns.

15-day Comment Letter 80
5/4/2026 Paul Mason/Pacific Forest Trust

15-80-1: The commenter states: “We respectfully urge the Board to completely reject the
proposed 15-day changes. These changes exceed the legal scope of a 15-day notice,
contravene the intent of the Legislature, threaten the program’s ability to meet California’s
emissions targets, eliminate funding for critical wildfire resilience and adaptation programs,
undermine the offset market, and foreclose the transformative opportunity that the Legislature
created in Section 38562.3(D) of SB 840 to build a conservation-based offset program aligned
with California’s NBS climate targets and 30x30 goals.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues. Covered entities may continue to use compliance offsets to
fulfill up to 6% of their compliance obligations under the Proposed Amendments, and
compliance offsets continue to be a key mechanism for providing cost-effective compliance
flexibility in the Cap-and-Invest Program. Updates to and/or new compliance offset protocols
directed by SB 840 are outside the scope of this rulemaking.

15-80-2: The commenter states: “California’s Cap-and-Invest program is the state’s most
significant market-based mechanism for achieving its statutory greenhouse gas reduction
targets and a model for the nation, and indeed, globally. AB 1207 and SB 840, enacted in
2025, reauthorized the program through 2045 and reaffirmed the state’s commitment to
achieving at least 40 percent below 1990 levels by 2030. These targets are not aspirational —
they are legal requirements under California Health & Safety Code §38566 and §38562.2.
CARB’s own Initial Statement of Reasons (ISOR) identified the retirement of at least 118.3
million allowances as necessary to meet the 2030 target. The proposed 15-day amendments
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reverse this position by reintroducing these allowances into the market through the newly
created Build Up California Reserve Account. This change would significantly reduce the
program’s capacity to drive actual emissions reductions, further oversupply an already price-
depressed market, and weaken the carbon price signal. CARB cannot credibly reconcile this
proposal with its statutory mandate.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-80-3: The commenter states: “Furthermore, the MDI lacks the accountability and
environmental integrity measures that California law requires of compliance instruments.
Unlike offset credits under the existing program which must be real, permanent, quantifiable,
verifiable, and additional, the MDI contains no enforceable mechanism to ensure that
participating industries deliver genuine emissions reductions. Authorizing the use of such
instruments for compliance purposes without these safeguards would undermine the legal and
environmental foundation of the program.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-80.4: The commenter states: “Among the programs that would be defunded under this
proposal is the state’s investment in wildfire resilience and forest health. California faces an
escalating wildfire crisis. The economic costs of catastrophic wildfires — including property
destruction, destabilization of insurance and real estate markets, public health impacts,
infrastructure damage, degradation of the state’s critical watersheds, and carbon releases—
are borne disproportionately by rural communities and low-income households, as well as the
state as a whole. GGRF-funded programs have supported fuels reductions, prescribed fire,
and community preparedness investments that are essential to reducing wildfire risk. Draining
the GGRF to fund industrial subsidies with no guaranteed emissions reductions would
eliminate or severely curtail these investments precisely when the need is greatest. This is a
direct and foreseeable harm to Californians’ health and safety, our forest ecosystems, and the
communities that depend on them — and it runs counter to the state’s own goals for forest
carbon sequestration and climate resilience. Healthy forests are not only a fire risk mitigation
tool; they are California’s largest, most immediate and cost-effective natural climate solutions.
Weakening the policy and funding infrastructure that supports forest stewardship is completely
counterproductive.”
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Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues. MDI allocation is not funded with allowances that would
otherwise be offered at auction for the GGREF. In addition, GGRF appropriations are under the
purview of the Legislature.

Regarding cost concerns, the EIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to cost concerns are outside of the scope of
the EIA and not addressed in this response to comments document. However, CARB staff will
be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

15-day Comment Letter 81
5/4/2026 Lara Clayman/Individual

15-81-1: The commenter states: “| strongly oppose the proposed "manufacturing
decarbonization incentive" and other giveaways to oil and gas industry players who have long
profited while burdening Californians with dirty air and rising energy costs. As currently
designed, the program sets the emissions cap too high to meet California's climate goals or
meaningfully improve air quality for the communities most harmed by pollution. These funds
should instead be directed toward electricity bill credits for ratepayers and community
investment programs that deliver cleaner air and water, safe housing, and accessible transit. |
urge CARB to lower the emissions cap, eliminate or significantly reduce industry giveaways,
and increase direct credits on electricity bills.”

Response:. To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

Regarding cost concerns, the ElIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to cost concerns are outside of the scope of
the EIA and not addressed in this response to comments document. However, CARB staff will
be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.
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15-day Comment Letter 82
5/4/2026 Matt Pennington/bp America

15-82-1: The commenter states: “bp appreciates CARB’s efforts to refine the proposed Cap-
and-Invest amendments and provide near-term relief to emissions-intensive, trade-exposed
(EITE) sectors. However, bp’s core concerns from our March 9, 2026 comment letter remain.

While the 15 -day package improves near -term industrial assistance, the lack of defined post-
2030 cap adjustment factor (CAF) parameters creates significant uncertainty regarding long-
term carbon cost exposure. Taken together, these elements do not stabilize carbon cost
exposure for California-serving facilities relative to global competitors. As a result, the risk of
greenhouse gas (GHG) emissions leakage and erosion of competitiveness for domestic West
Coast fuels supplied into California persists, particularly given the structural cost advantages of
imported products and other less-regulated supply. bp encourages CARB to adopt more
effective approaches to address GHG leakage risk and safeguard global competitiveness,
including establishing a defined and durable post-2030 CAF framework that reflects leakage
risk, strengthening industrial assistance for the most exposed sectors, and accounting for the
role of imports and other less -regulated competing supply. Absent such measures, tightening
program stringency is likely to shift supply to higher-carbon sources and undermine the
reliability and affordability of California’s fuel supply.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns.

15-day Comment Letter 86

5/4/2026 Adarsh Srinivasan/International Emissions Trading Association

15-86-1: The commenter states: “IETA recognizes CARB’s reasons for delaying the final
determination of post-2030 Cap Adjustment Factors (CAFs). Still, we note that long-term
certainty is vital for both Program and market efficiency. Accordingly, we encourage CARB to
release the post-2030 CAFs in an expedited fashion as part of a subsequent rulemaking, with
consideration for both environmental integrity and broader macroeconomic trends. We hope
CARB maintains its focus on affordability by directing an adequate number of allowances
towards EDUs to fund a robust California Climate Credit.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns. Note also that the
15-day Amendments increased support for electricity affordability through increased EDU
allocation, which funds the California Climate Credit.
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15-day Comment Letter 87
5/4/2026 Ben Friedman/Save the Redwoods League

15-87-1: The commenter states: “Given the scope, technical nature, and potential long-term
implications of these revisions, it is important stakeholders have sufficient opportunity to
understand how the proposals may affect environmental outcomes and program revenue and
implementation. We urge CARB to work to keep GGRF revenue stable and consistent.
GGREF’s efficacy in protecting public health, welfare, and ecological resources through effective
reduction of air pollutants is peerless, and the Fund must be protected so that all Californian
can continue to benefit. GGRF’s contributions to nature-based solutions efforts to further
ameliorate the effects of air pollutants, including forest resilience and protection, must
continue.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

Regarding cost concerns, the ElIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to costs and revenue usage are outside of the
scope of the EIA and not addressed in this response to comments document. However, CARB
staff will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

15-day Comment Letter 88
5/4/2026 Kyle Meng/Individual

15-88-1: The commenter states: “While there are serious concerns about MDI implementation
details — eligibility rules, the size of allocated MDI allowances, resulting auction revenue
implications,1 etc. — those are, in my view, subordinate to a more fundamental concern: the
MDI, as currently structured, creates a separate allowance account outside the program's
official cap that a subset of regulated entities can use for compliance. In effect, the MDlI is a
subsidy that allows certain regulated entities to individually relax the cap.

The environmental integrity of any cap-and-invest program rests on a bedrock principle: the
aggregate emissions cap is fixed and not subject to manipulation by individual regulated
entities. The MDI proposal departs from this principle. Rather than allocating MDI allowances
from within the existing cap (i.e., Table 6-2 in the C&I regulations), the proposed regulation
creates a separate ‘Build Up California Reserve Account’ allowance pool that is distinct from
the cap. Compliance entities that make qualifying clean energy investments receive these
allowances for free and may use them for compliance. This enables regulated entities to
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individually expand the supply of allowances, relaxing the aggregate emissions constraint
through their investment decisions.

While other existing C&l provisions allow CARB to increase the supply of allowances, this
feature of the MDI — that polluters can individually expand the cap — is novel to C&l. For
example, the price ceiling and Allowance Price Containment Reserve tiers also release cap-
busting allowances, but those are triggered by a system-wide circumstance (the market
allowance price), not by the behavior of an individual regulated entity. Offsets are the closest
analogue, but even they differ: offsets lower compliance costs and may increase global
emissions when non-additional, whereas the MDI makes compliance profitable (why else
would an entity apply?) and unambiguously increases global emissions.”

Response: To the extent the comments intend to raise any environmental concerns, the
comments were not timely submitted during the noticed 45-day CEQA comment period.
However, for transparency, CARB staff provide the following response:

Please see Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues. The MDI bolsters the program’s affordability while
minimizing leakage and supporting efficient in-state production and jobs. AB 1207 further
altered the program that at the existing price ceiling compliance entities would have to pay into
a fund that would be subject to Legislative appropriation, no longer requiring funds to be used
for emissions reductions. In contrast, MDI allocation can only be used to reduce onsite
emissions at covered facilities.

15-day Comment Letter 89
5/4/2026 Ruben Lubowski/Individual

15-89-1: The commenter states: “The creation of the BUCRA account separate from the
program allowance budgets sets a dangerous precedent for the integrity and predictability of
the program, paving the way for new special purpose reserves in the future. The proposal
reduces 118.3 million from the allowance budgets through 2030 but then proposes to
essentially shift or "backload" these volumes to later years through the MDI program. Limits on
annual MDI allocations should ensure that emissions cannot exceed California's statutory
climate goals. Even if this requires a follow-up rulemaking process, it would strengthen
program credibility and be more consistent with prior practice for CARB to set the allowance
budget to account for the BUCRA "under" rather than "outside" of the cap, just as the APCR
and all other free allocation is accounted for. This would also be consistent with the policy
direction to account for offsets under the cap to help assure the environmental integrity. This
could be implemented together with stricter requirements on MDI as discussed below.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:
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Please see Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues. Undefined potential future changes to the Cap-and-Invest
Program are outside the scope of environmental impacts considered for this rulemaking. If
potential yet-undefined future changes were to be developed, they would go through a
subsequent rulemaking process which would include all required analyses at that time.

15-89-2: The commenter states: “Special care should be taken to ensure that the MDI program
does not inadvertently increase emissions through its proposed support for 50% of the costs of
"exempt biomass-derived fuels" 95891(g)(2)(A). This stands to exacerbate the leakage
problem and perverse interaction with the LCFS created by the fact that biomass-derived fuels
are treated as zero emissions under the cap and invest program, rather than aligning with the
emissions accounting under the LCFS. If the MDI program promotes substitution of biomass-
derived fuels in the place of fossil fuels, the associated emissions will completely drop out of
the coverage, lowering demand in the program which will depress prices. In addition, this will
allow other entities to increase emissions by a corresponding amount even though the actual
emissions reductions might be much less. This stands to erode rather than support California's
climate goals unless the greenhouse gas accounting is corrected. The most straightforward
solution would be to align the accounting for granting allocations under the MDI with the
emissions accounting under the LCFS. Furthermore, entities should not be able to claim LCFS
credits for the same quantities of fuel supported by the MDI, given that this can distort
incentives for cost-effective reductions under the LCFS. Finally, allowances should be
canceled in the subsequent year to make up for any emissions that drop out due to the
substitution of fossil for exempt biomass-derived fuels to ensure California stays on track for its
climate goals.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

The main objective of the Cap-and-Invest Program is to reduce GHG emissions. The MDI
supports covered industries to reduce their reliance on fossil fuels and associated emissions,
which mitigates emissions leakage and is essential to reach the deep decarbonization required
to achieve our climate targets. MDI allocation specifically requires that applicants use the value
to achieve facility GHG emissions reductions. The use of biofuels is one pathway to do so. The
treatment and GHG accounting of biofuels, which is aligned with guidance from the IPCC that
biomass fuels be excluded from energy use totals to prevent double counting in GHG
accounting, has been consistent throughout the Program. These requirements are not
changing under the Proposed Amendments. The 50% MDI requirement relates to what costs
are eligible for use of MDI allocation value. That requirement does not change the treatment of
fully exempt biomass-derived fuels under the Program. Please also see Master response 4
regarding concerns about impacts of MDI allocation in emissions and program revenues and
response to comment 42-1.

Regarding cost concerns, the EIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
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fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to costs and revenue usage are outside of the
scope of the EIA and not addressed in this response to comments document. However, CARB
staff will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

15-89-3: The commenter states: “Output-based free allocation for EITE sectors directly targets
leakage risk by virtue of being proportional to output levels. As noted in our previous
comments, approaches to support industrial decarbonization projects have potential to protect
against leakage but also could reduce emissions intensity for industrial emitters, reducing their
compliance burdens while not providing any incentives to preserve output. Also, to the extent
these projects are all reducing emissions from covered entities already covered under the cap,
the "waterbed" effect within the cap (which could be considered a different form of leakage)
means that this would in most situations not reduce overall emissions (unless the result was to
avoid releases of units from the APCR or price ceiling). This contrasts with other potential state
investments to reduce emissions from natural and working lands or other emissions sources
outside the cap. The MDI could even increase emissions on net due to the inconsistent
accounting for biogenic emissions, as noted above. A minimum safeguard should be to require
consignment of all industrial free allocations to bolster the ability of the auction reserve price to
provide a predictable price signal for investors. Ideally, to ensure additional emissions benefits,
California would also retire a number of allowances equal to the number of emissions
reductions estimated to have been directly paid for using state resources. In addition, we
recommend that any investments in industrial decarbonization projects be 1) well targeted at
avoiding leakage risk and 2) cases where there is a demonstrable case that the project will
avoid reductions in output. Care should also be taken not to award so many MDI allowances
relative to the emissions of any particular entity that this becomes a subsidy to increase output
and associated emissions beyond what would have occurred without any carbon price. A
cautionary example of this is discussed in Box 5-7 (Technical note: Impacts of output-based
allocation) in PMR-ICAP (2021).”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

As required under AB 32, AB 398, and AB 1207, CARB must minimize emissions leakage
associated with the Program. Product-based allocation remains a well-established and central
mechanism for mitigating leakage because it supports efficient in-state production and helps
maintain competitive pricing for consumers and is a key element of the Proposed
Amendments. At the same time, CARB is legislatively directed to cost-effectively reduce
greenhouse gas emissions toward the state’s climate targets, and this remains the Program’s
key objective. The proposed MDI serves a complementary role to free allowance allocation for
leakage mitigation and also operates through an output-based methodology. MDI allocation is
determined by application of a flat CAF Modifier of up to 0.8, which is added to the standard
CAF in Table 9-2 of the Regulation. Thus, the number of MDI allowances provided to an
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eligible facility scales directly with their production. Additionally, the MDI application and
reporting process ensures CARB staff can verify that any facility emissions reductions reported
through MRR are attributable to lower emissions intensity from a project funded with MDI
allowance value rather than a decrease in output. This mechanism preserves the leakage
mitigation structure of output-based allocation while increasing the incentive to maintain
efficient in-state production using low-carbon production methods and fuels. The MDI does not
alter the operation of the emissions cap, the annual cap decline, or the structure of industrial
free allocation. Please refer to Master Response 4 regarding the impact of MDI on long-term
GHG emissions reduction, guardrails, and the overall emissions integrity of the Cap-and-Invest
Program.

15-day Comment Letter 92

5/4/2026 Katie Valenzuela/Center on Race, Poverty and the Environment

15-92-1: The commenter states: “We are writing as a broad coalition of stakeholders
concerned with our climate and the communities most impacted by the affordability and air
pollution crises to urge the Board to reject the proposed 15-day changes on May 28, 2026.
CARSB staff is proposing 15-day changes that undermine our climate goals by giving significant
new incentives to industry at the cost of the programs that invest in the communities we serve.
This detrimental decision jeopardizes our ability to meet our climate targets and to address the
urgent affordability crisis across California. There is no evidence or assurance that these
additional industry incentives will reduce costs for consumers, and the changes to the Climate
Credit will actually decrease the amount of relief going to ratepayers. Many of us were deeply
engaged in the renewal of the Cap-and-Invest Program last year. We were glad to see
dedicated revenue from the Greenhouse Gas Reduction Fund to critical programs that fund
affordable housing, clean transit and transportation, clean water, and clean air. However, these
proposed 15-day changes would drastically reduce revenue resulting in the defunding of these
critical programs -- a clear contradiction to legislative intent. Additionally, there is no clear
reasoning for CARB’s decision to upend the program at this time. Changing the name to “Cap-
and-Invest” and making other changes to align the post-2030 program with the recent
legislative direction can happen at any time. We reject the artificial urgency narrative that has
led us to this moment and urge you to reject these proposed changes and allow the program to
continue as it is until a more thoughtful set of changes can be developed and deliberated. Now
is not the time to move recklessly, or to abandon the communities struggling the most to adapt
to our changing climate and navigate this affordability crisis. Please reject these proposed 15-
day changes.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.
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Regarding cost concerns, the EIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
analyze and mitigate the Proposed Amendments’ potentially significant physical impacts on the
environment. As such, comments related to costs and revenue usage are outside of the scope
of the EIA and not addressed in this response to comments document. However, CARB staff
will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

15-day Comment Letter 94
5/4/2026 Bob Litterman/Individual

15-94-1: The commenter states: “While the program is a vital tool for California’s climate goals,
the April 2026 amendments significantly weaken its ambition. At a minimum, CARB should
remove and retire 118.3 million allowances from the 2027-2030 annual budgets without
reintroducing these allowances into the Build Up California Reserve.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 96
5/4/2026 Laney Cline King/Individual

15-96-1: The commenter states: “| am writing to demand the "cap" on emissions be lowered to
reduce emissions and meet California's climate goals. | work in nonprofit and am involved in
improving air quality and carbon sequestration in highly impacted areas. Asthma is out of
control in Contra Costa neighborhoods like Bay Point. Reduce emissions and improve air
quality to allow children to play outside without developing lifelong chronic asthma. This is an
easy step. Let's commit to better air for our most vulnerable and improve health for us all.
Thank you.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to responses to comments 15-200-1 and 15-200-4 for CARB’s response as to
how the proposed allowance budgets were designed to support the State’s 2030 and 2045
climate targets.

15-day Comment Letter 106
5/4/2026 Mary Wiiliams/Individual
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15-106-1: The commenter states: “| urge you to reject the 'Proposed Amendments to the
California Cap on Greenhouse Gas Emissions and Market- Based Compliance Mechanisms
Regulation'. These amendments will not lower the cap sufficiently to reduce fossil energy
usage and meet California's goals. The heat wave we experience this past March makes it
amply clear that climate change is well underway, and that our world is becoming warmer.
Climate change is recognized by the international medical community to represent the number
one public health threat of our time. Its health impacts are enormous and multifaceted,
including illness and death from extreme weather events, like heatwaves, and from
catastrophic fires and floods, from the changing geography of vector borne infectious diseases,
crop failures and food insecurity, and human migration triggered by political instability, as well
as the serious health impacts from fossil fuel generated pollution. All of these health impacts
disproportionately affect our low income and marginalized communities.”

Response To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to response to comments 15-200-1 and 15-200-4 for CARB'’s response as to how
the proposed allowance budgets were designed to support the State’s 2030 and 2045 climate
targets.

15-day Comment Letter 107
5/4/2026 Mark Olson/Pacific Steel Group

15-107-1: The commenter states: “PSG strongly supports the development and
implementation of a border carbon adjustment ("BCA") mechanism applicable to steel and
other highly trade-exposed industrial products. A BCA would require that steel products
imported into California bear a carbon compliance obligation comparable to that imposed on
in-state producers. By leveling the playing field at the point of market entry, a BCA would allow
industrial allocation levels to decline over time without causing leakage, because the
competitive cost differential between in-state and out-of-state production would be reduced or
eliminated.

The European Union has demonstrated that this sequencing is feasible. The EU's Carbon
Border Adjustment Mechanism entered its transitional phase in October 2023 and will impose
full financial obligations beginning in 2026, specifically covering steel and iron products.
Importantly, the EU is phasing down free industrial allocation under the EU ETS in coordination
with the CBAM phase-in, ensuring that reductions in free allocation do not create leakage
vulnerabilities before the BCA is in place to provide equivalent protection. California has not yet
implemented a comparable mechanism. In the absence of a BCA, reducing industrial
allocation for trade-exposed sectors creates direct and unmitigated leakage risk. California
should adopt the same sequencing principle applied by the EU: allocation reductions should
follow, not precede, the implementation of adequate leakage protection mechanisms. PSG
therefore recommends that CARB develop and implement a BCA applicable to steel and other
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EITE sectors, and that further industrial allocation reductions be conditioned on the existence
of an effective BCA or comparable mechanism.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 2 regarding alternative mechanisms to minimize emissions
leakage.

15-day Comment Letter 110

5/4/2026 Caroline Jones/Environmental Defense Fund (Form letter submitted by many
individuals)

15-110-1: The commenter states: “Cap-and-Invest is California’s most cost-effective program
to reduce climate-altering pollution while keeping costs down for families. California's Air
Resource Board's new proposal fails to ensure California will meet our 2030 emissions
reduction requirements by letting polluters emit above the pollution cap. We can’t afford to
backslide on our most cost-effective climate tool, especially at a time when climate change is
driving up costs across the state. That’s why I’'m urging CARB to deliver for Californians and
for the climate by setting an emissions cap that meets the 2030 climate target and preserves
the integrity of this important program. While the current proposal is backsliding on climate
progress, new modeling shows that California can actually afford to remove allowances and
cut emissions faster — which is crucial for averting the worst impacts of climate change —
while still providing affordability benefits through Cap-and-Invest revenue. Cap-and-Invest
program updates that reduce the pollution cap by 180 million tons by 2030 would deliver $2.8
billion in affordability benefits for families earning $70,000 or less, and $1.4 billion more to
invest in climate solutions by 2045. CARB should be doing more in this program update to
accelerate emissions reductions and invest in the clean energy transition, instead of creating
additional emissions allowances for industry that threaten our climate progress. CARB must
ensure this program delivers emissions reductions to meet our legally binding climate targets.
Seize this opportunity to increase the climate ambition of cap-and-invest while still delivering
affordability benefits.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

The proposed allowance budgets are calculated to support a smooth, continued annual
emissions decline from the 1990 baseline year to the 40% reduction target for 2030 and the
85% reduction target for 2045, and the cumulative climate ambition needed to achieve the
2045 target laid out by the 2022 Scoping Plan Update. The proposed allowance budgets
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balance the increased Program stringency needed to drive additional GHG reductions with the
statutory requirement to minimize emissions leakage risk.

15-110-2: The commenter states: “As a concerned citizen, | urge CARB to deliver for
Californians by setting an emissions cap that meets the 2030 climate target and preserves the
integrity of the Cap-and-Invest program. CARB’s new proposal fails to ensure California will
meet our 2030 emissions reduction requirements by letting polluters emit above the pollution
cap. Recent reporting stated that over 80% of Californians breathe polluted air. As someone
who was raised in the smoggy air of LA before the EPA existed, clean air means a lot to me
personally. New modeling shows that California can actually afford to remove allowances and
cut emissions faster — which is crucial for averting the worst impacts of climate change —
while still providing affordability benefits through Cap-and-Invest revenue. CARB must ensure
this program delivers emissions reductions to meet our legally binding climate targets. Seize
this opportunity to increase the climate ambition of Cap-and-Invest while still delivering
affordability benefits.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

The Proposed Amendments would not have the potential to cause any emissions increases,
and they help CARB ensure the State remains on track for achieving its emissions goals while
protecting impacted communities. Please see Master Response 4 regarding concerns about
impacts of MDI allocation in emissions and program revenues.

15-day Comment Letter 112

5/4/2026 Sam Harper/California Large Energy Consumers Association

15-112-1: The commenter states: “CLECA urges the Board to adopt the Cap and Invest
proposed regulatory structure with 15-Day Amendments at the May 28, 2026 hearing. The
revised CAF trajectory and the restructured MDI framework represent a meaningful
improvement to mitigate emissions leakage and encourage industrial decarbonization over the
45-Day proposal. Adoption will help provide the industrial sector with a regulatory structure to
encourage meaningful decarbonization investments. .... Initiate the post-2030 CAF rulemaking
with sufficient lead time for EITE facilities to incorporate the post-2030 allocation trajectory into
long-term investment planning, informed by updated emissions leakage data, the status of
carbon programs in neighboring states, and an assessment of border carbon adjustment
options.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns.
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15-day Comment Letter 113
5/4/2026 Jean-Luc Szpakowski/Individual

15-113-1: The commenter states: “With climate change accelerating with the hottest March on
record, the Air resource board needs to reduce the amount of greenhouse gases it permits.
This shoud be a hard cap., resources should be spent on renewable energy nad battery
storage, not wasted on pie-in-the-sky schemes that are not proen to work to allow its
production via storing carbon. The resources should also be usedto promote rooftop solar and
reduce energy costs, that are soaring, for the poorest among us.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues and Master Response 3 regarding carbon capture, use and
sequestration.

15-day Comment Letter 116
5/4/2026 Pa Houa Lee/Individual

15-116-1: The commenter states: “Thank you for the opportunity to provide public comments
on the proposed amendments to the California Cap on Greenhouse Gas Emissions and
Market-Based Compliance Mechanisms Regulation. Californians, especially in the Central
Valley are facing the real impacts of climate disasters that are not just devastating our
communities and lands, but also driving an affordability crisis. Our families are bearing the
costs of a warming climate through insurance premiums and utility bills, health expenses and
hospital bills, higher prices on household goods, and are held hostage by Big Oil’s price
gouging at the pump. Just in 2023-2025, there was a 36% rate increase for the average FAIR
Plan and 40% increase for the average State Farm premium for residents who live in the
Central Valley. Cap-and-Invest is one of our state’s biggest climate programs and is a critical
source of funding for close to home community investments like transit, parks, clean cars,
charging infrastructure, electrifying homes, and critical disaster response. The April proposal
amending the program will slow our climate progress and gut the annual program revenue by
$2 billion a year at a time when our state is cutting safety net services across the board for
Californians. The California Air Resources Board (CARB) must immediately amend the
proposal to ensure that the Cap-and-Invest program will benefit Californians, not provide
polluters with excessive handouts:

-Eliminate the Manufacturing Decarbonization Incentive (MDI), which would provide incentives
to industry while depressing the allowance auction revenue.

-Correct the bloated free allowance allocation by lowering the cap adjustment factor.

-Protect Cap-and-Invest revenues, rejecting any changes that would reduce funding and
jeopardize investments that help Californians address climate-driven cost increases. The
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consequences of this proposal to the program’s Greenhouse Gas Reduction Fund (GGRF) are
severe.

This proposal provides handouts to the oil and gas industry with no guarantee that fuel prices
or emissions will go down. Californians would still be exposed to swings in the global oil market
and the strong influence these corporations have in our state. Our communities shouldn’t be
paying for subsidies to oil companies that don’t bring prices down and take billions away from
critical state fundings. We cannot afford to give corporate polluters more handouts. Now is the
time for CARB to put Californians first.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

Regarding cost concerns, the ElIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to costs and revenue usage are outside of the
scope of the EIA and not addressed in this response to comments document. However, CARB
staff will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

15-day Comment Letter 118
5/4/2026 Lisa Bain/Individual

15-118-1: The commenter states: “As a public health professional who has spent the past 15
years focused on infant mortality prevention, | am deeply concerned about proposed changes
to California's Cap and Invest program that would weaken protections against air pollution. A
robust body of evidence demonstrates that exposure to fine particulate matter, ground level
ozone, and other air pollutants during pregnancy is strongly associated with adverse birth
outcomes, including preterm birth, low birth weight, and stillbirth. These outcomes are not
inevitable - they are largely preventable with strong, protective environmental and climate
policies. Stillbirth remains one of the most devastating outcomes in maternal health, with
profound and lasting impacts on families and communities. Research shows that pollutants
from traffic, industrial emissions, and wildfire smoke can cross the placenta, disrupting
placental function and increasing the risk of stillbirth. Climate and air quality policies are
therefore not abstract environmental measures—they are maternal and infant safety policies.
Weakening California's climate protections will disproportionately harm communities already
facing the highest burden of poor birth outcomes, including Black, low income, and
environmentally overburdened communities. Prenatal exposure to air pollution is a well
established, evidence based driver of inequities in maternal and infant health, and regulatory
decisions must reflect this reality. For these reasons, | strongly urge CARB to amend the
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proposed Cap and Invest changes to ensure the program continues to reduce emissions,
protect air quality, and sustain critical investments through the Greenhouse Gas Reduction
Fund. Preserving and strengthening this program is essential to safeguarding maternal and
infant health, advancing health equity, and ensuring California's climate leadership delivers
tangible benefits to families.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

Regarding cost concerns, the ElIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to costs and revenue usage are outside of the
scope of the EIA and not addressed in this response to comments document. However, CARB
staff will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

15-day Comment Letter 119
5/4/2026 Juan Altamirano/Trust for Public Land

15-119-1: The commenter states: “However, we are gravely concerned with the program’s
proposed direction, as identified by CARB in the Proposed Amendments. Specifically, we are
concerned with the Proposed Amendments’ proposal to increase allowances across several
areas. This proposal, while well- intentioned, would reduce the Greenhouse Gas Reduction
Fund (GGRF) revenue by a commensurate amount annually. This reduction threatens the
funding of programs essential to achieving California’s climate, conservation, and equity goals.
In particular, programs supporting urban greening and forestry, the Sustainable Agricultural
Lands Conservation (SALC) Program, and the Transformative Climate Communities (TCC).
These programs are all tools for sequestering carbon, reducing urban heat, improving air
quality, protecting working lands, increasing climate resilience, and expanding access to nature
in underserved communities. As the state faces a structural budget deficit, GGRF revenues are
essential to funding climate programs. We are concerned that diminished investment in these
areas will undermine the state’s ability to meet its 2030 greenhouse gas reduction targets.
These programs have delivered measurable climate benefits while also advancing public
health, environmental equity, and community resilience. They represent some of the most
effective, place-based strategies for addressing the impacts of climate change, especially in
disadvantaged communities. TPL agrees that affordability must be addressed. We serve many
of the communities that struggle the most with affordability in our work. However, affordability
must be understood more broadly. For the communities we serve, affordability includes access
to safe parks and green spaces, cooler, healthier neighborhoods, protection from climate
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impacts such as extreme heat and flooding, and the preservation of working lands that sustain
local economies and food systems. Our communities have and will continue to be
disproportionately impacted by climate change. Investments in urban greening, forestry, SALC,
and TCC directly contribute to these outcomes. Reducing GGRF funding risks reversing
progress in communities that have historically lacked access to these essential resources. We
urge CARB to revisit the Proposed Amendments and ensure that GGRF funding for these
critical programs is maintained at robust levels. Protecting these investments is essential not
only for meeting the state’s climate targets but also for delivering lasting, equitable benefits to
all communities across California.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

Regarding cost concerns, the EIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the EIA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to costs and revenue usage are outside of the
scope of the EIA and not addressed in this response to comments document. However, CARB
staff will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

15-day Comment Letter 124

5/4/2026 Lauren Gallagher/Environmental Justice Coalition

15-124-1: The commenter states: “(3) Eliminate the Manufacturing Decarbonization Incentive
(MDI) and the Build Up California Fund...

Manufacturing Decarbonization Incentive and the Build Up California Fund provide
unwarranted support for polluting industries and false solutions at the expense of
Californians...

Environmental justice organizations have repeatedly raised emissions and safety concerns
regarding biomass-derived fuels such as crop and livestock-based biofuels and biomethane,
and carbon capture and sequestration. The use of the MDI to bolster these fuels creates both
environmental degradation and market distortions that hinder the development and
deployment of real climate solutions. The 15-Day Changes double down on investing
significant financial benefits to the tune of billions of dollars in these false solutions that harbor
risks such as:

e Biomethane: Dairy Biomethane pathways incentivize dairy producers to increase production,
inevitably resulting in increased criteria pollutants and CO2 levels near dairy operations, and
detrimental effects on nearby communities.
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e Biomass-derived fuels: Biofuels contribute to toxic air pollution for fenceline communities
near refineries, and at the tailpipe when combusted, in addition to their feedstock’s land use
change effects.

e | ow-carbon hydrogen: The low-carbon hydrogen requirements in the proposed changes are
overinclusive by allowing biomass-derived feedstocks and a range of CO2 emission levels
without specificity.

e Carbon sequestration: The legislature directed CARB to evaluate the safety and viability of
CCUS and develop monitoring and reporting schedules to ensure safety and efficacy under SB
905 (2022). Until CARB has developed a regulation for CCUS, the inclusion of carbon
sequestration in the MDI is premature and likely dangerous...

Handouts to industry take money away from programs that actually benefit Californians.

Stacking 100% leakage assistance and the MDI will have significant GGRF implications.
Conservative calculations indicate that the incentives alone would result in $2.3 billion less in
GGREF through 2030 on top of the significant free allowances from leakage policies that CARB
has elected to extend. Throughout the lifetime of the program, leakage assistance to oil
refiners alone has resulted in over $6 billion in giveaways to the industry that would have
otherwise benefited Californians through environmental justice programs funded by GGRF.# In
a staggering blow to the Program and environmental justice communities, the MDI and
additional leakage support could result in refineries receiving free allowances well in excess of
their GHG emissions.® The generous MDI on top of the leakage assistance in the 15-Day
Changes is also likely to lower prices on the secondary market below the price floor, impacting
demand and reducing GGRF revenue.® Under the hierarchy of appropriations created under
SB 840 (2025), programs that directly benefit Californians and address affordability concerns,
such as the Safe and Affordable Drinking Water Program, Affordable Housing and Sustainable
Communities Program, Community Air Protection Program (AB 617), and transit programs, are
likely to go unfunded.”

4 Division of Petroleum Market Oversight, 2024 Annual Report, at A-8, October 2025.

5 Meredith Fowlie, A Stress Test for California Carbon Pricing, April 2026.

6 Meng, et al.

7 see Legislative Analysts Office, Cap-and-Invest Expenditure Plan, Figure 1, February 10, 2026

Response: To the extent the comments intend to raise any CEQA concerns, the comments

were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 3 regarding carbon capture, use and sequestration and 4
regarding concerns about impacts of MDI allocation in emissions and program revenues.
Please also refer to responses to comments 46-2, 424-1and 449-1.

15-124-2: The commenter states: “CARB needs to strengthen offset projects that provide true
environmental benefits to communities. We continue to have concerns that these draft
regulations will further pollute the environment and endanger public health. In the 15-Day
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Changes, CARB proposed changes to in-state sequestration offset projects to ensure they
implement planned activities that provide direct environmental benefits. As stated in our
previous comments, we urge CARB to also include GHG emission reduction requirements for
instate projects, not just for out-of-state offset projects. An in-state GHG emission reduction
requirement would prevent the issues seen in livestock offset projects, such as failing to
reduce climate pollution and increasing costs for nearby communities due to air and water
pollution. This recommendation would help all offset projects provide direct environmental
benefits to California residents.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

CARB disagrees with the commenter’s assertion that proposed changes to Direct
Environmental Benefits in the State (DEBS) requirements are related to in-state sequestration
projects. The Proposed Amendments are actually applicable only to out-of-state sequestration
projects. The Proposed Amendments and 15-day amendments strengthen verification
requirements for out-of-state projects to ensure those projects are performing the planned
activities for which a DEBS designation was approved, and neither the Proposed Amendments
nor 15-day amendments change the anticipated compliance responses. Regarding the
commenter’s request for CARB to place additional requirements on in-state projects such that
they also reduce non-GHG emissions, this concept is out of scope of the Proposed
Amendments. However, it is worth noting that offset projects may not receive credits for time
periods when offset project activities are determined (by the appropriate regulatory authority)
to be in violation of existing environmental regulations.

Additionally, recently passed legislation, SB 840, requires CARB to conduct a study and report
to the Legislature on potential changes to the definition of DEBS, and CARB will have a
separate public process related to SB 840 implementation.

15-124-3: The commenter states: “CARB must eliminate provisions of the rule changes that
expand opportunities to double-count emissions reduction from biogas.

The 15-Day Changes expand the ability to double-count the alleged climate benefits from
biomass derived fuel. As revised, Section 95852.1 explicitly allows double-counting of
emissions exemptions or emissions reductions attributed to the use of the fuel by allowing
multiple entities to claim the emissions exemption or emissions reductions tied to the very
same fuel molecules. The proposed regulations only prohibit multiple entities within the Cap-
and-Invest Program or in a linked external GHG emissions trading system from claiming an
emissions exemption to reduce a compliance obligation. It explicitly allows an entity to claim an
emissions exemption for the use of biomass-derived fuel while also allowing the very same fuel
to generate emissions reduction credits in other programs, including but not limited to the Low
Carbon Fuel Standard and other pollution trading schemes. Not only does this double-counting
increase the profitability of biomethane and other biomass-derived fuels, thus leading to
environmental degradation and market distortion described above, but it also undermines the
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environmental integrity of the Cap-and-Invest Program. CARB should update the proposed
rule to prevent all double-counting of climate benefits.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to response to comment 449-1. The current Regulation and the Regulation as
proposed under the 15-day amendments prohibit double counting of emissions exemptions
under the Program or any linked Program. In addition to these prohibitions, California’s AB 32
GHG inventory is used to track progress towards our climate targets and the GHG inventory
does not double-count emissions or emissions reductions. The 15-day amendments clarify that
stacking of incentives in complementary incentive programs is allowable. For example,
California Climate Investments funds zero-emission vehicles and sustainable transportation
programs, the fuel use and emissions reductions are quantified under the California Climate
Investments program but also shows up as a reduction in emissions in the Cap-and -Invest
Program for fuel suppliers. In this way, both the incentive provided under California Climate
Investments and the Cap-and-Invest Program are complimentary incentives. Importantly, the
benefit for the fuel use and emissions reduction is only counted once in the AB 32 GHG
Inventory and not double counted. Likewise the proposed changes do not involve “double
counting”, as claimed by the commenter, but rather recognize that incentives from other
programs work in tandem with the carbon price signal imparted by Cap-and-Invest to support
deployment of decarbonization strategies needed to achieve California’s climate goals.

15-124-4: The commenter states: “The ISOR and Environmental review documents do not
support these changes; CARB cannot move forward on changes that have not been properly
analyzed.

CARB’s new allocation of allowances to industry and the Build Up California Fund for the MDI
is in addition to the generous leakage assistance and lower stringency program put forward in
the January proposal. These changes significantly weaken the program and were not analyzed
in the ISOR and related Environmental Review documents. By failing to describe the project in
full, CARB’s proposal fails to meet requirements under the California Environmental Quality Act
(CEQA) to describe the project and analyze its impacts.® These new changes similarly pose
concerns regarding CARB’s compliance with Administrative Procedure Act (APA) requirements
for notice.® Without transparency and proper review as required by CEQA and the APA, the
public cannot fully engage on the 15-Day Changes proposal.”

8 Cal. Code Regs. Tit. 17, § 60004.2.
9 Cal. Gov. Code §§ 11340.5 and 113346.8.
Response: To the extent the comments intend to raise any CEQA concerns, the comments

were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.
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The potential environmental impacts for the Proposed Amendments, which included MDI, were
fully analyzed and disclosed in the Draft EIA, and were included in the project description (see
in particular pages 38-41). CARB staff has determined that CARB’s proposed modifications do
not change implementation of the Proposed Regulation in any way that changes the
conclusions of the Draft EIA. The modifications do not alter the compliance responses for the
project such that the significance determinations from the Draft EIA change. Additionally, the
modifications will not result in any new significant environmental impacts, any substantial
increases in the severity of an environmental impact, or a declined feasible alternative or
mitigation measure considerably different from those considered in the Draft EIA. Therefore, no
additional environmental analysis or recirculation of the Draft EIA is required.

Please refer to response to comment 449-5 regarding adequacy of CEQA analysis and
environmental review of proposed changes.

15-day Comment Letter 132

5/4/2026 Chloe Ames / Coalition of Environmental, Environmental Justice, Transit,
Public Health, and Agriculture Groups

15-132-1: The commenter states: “We write to you now with extreme concern that elements of
the latest rulemaking proposal, released on April 14th, 2026, run counter to the legislation
because they fundamentally undermine the integrity of the emissions cap, put California’s
ability to meet its statutory 2030 climate target at risk, and jeopardize billions of dollars in
funding to support climate investments and energy affordability. Proposed partially in response
to massive lobbying efforts by fossil fuel interests — some of the most profitable companies in
the world — these amendments reflect a major departure from the legislative intent of AB 1207
and SB 840.”

Response:. To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-132-2: The commenter states: “To uphold program integrity, meet California’s 2030 climate
commitment, and save households money, we, the undersigned organizations, request that
CARB update and finalize the regulation in time to implement changes this fall with the
following critical revisions: Remove the Manufacturing Decarbonization Incentive (MDI)
mechanism from the proposal immediately and retire 118M allowances so that regulations can
be swiftly adopted to secure program outcomes this fall without harming the integrity of the
emissions cap or jeopardizing the 2030 climate target.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:
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Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-132-3: The commenter states: “In January, CARB proposed removing 118.3 million surplus
allowances from the market before 2030, identifying this as the minimum number of
allowances that must be retired to meet California’s 2030 statutory climate target.

The April 14th amendments would take the program in the opposite direction. CARB has now
proposed extending the MDI to a broad array of industrial polluters, to be funded with 118.3
million new allowances created outside of the allowance budget in the newly proposed “Build
Up California Reserve Account.” This novel mechanism is untested and comes with few
guardrails or guarantees. In effect, CARB is opening up the market to a new class of
compliance instruments that operate outside of the emissions cap; this poses a fundamental
threat to the integrity of the Cap-and-Invest program’s cap on emissions. CARB must remove
the MDI from this regulation and could revisit the concept as part of the post-2030 allowance
allocation rulemaking. This is the most direct path to resolving the cap integrity problem
created by the April draft, and would allow CARB the time required to thoroughly address the
other significant structural flaws with the current proposal for the MDI including insufficient
eligibility guardrails and the absence of a meaningful accountability mechanism. This would
require immediately putting forward a second 15-day amendment proposal removing the MDI
from the regulation.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 158
5/4/2026 Jonathan Kendrick/California Chamber of Commerce

15-158-1: The commenter states: “At the same time, the limited time horizon over which cap
allocation factors are specified creates a material gap in regulatory predictability. Many
covered facilities make investment decisions today for assets expected to operate well into
future decades. Decisions involving process redesign, fuel switching, carbon capture,
equipment replacement, and maijor facility modernization depend on assumptions about long-
term compliance obligations and regulatory conditions. Providing certainty only through 2030
does not align well with how these investment decisions are made and can make it more
difficult for covered entities to evaluate and commit to long-lived in-state investments. These
concerns are not hypothetical. Leakage risk is already shaping investment and operational
decisions in emissions-intensive sectors through deferred reinvestment, constrained growth,
and future production occurring outside California. California has seen examples of industrial
contraction, including refinery capacity reductions and closures, food processing facility
relocations, and other pressures on trade-exposed manufacturing that underscore how cost
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pressures and regulatory uncertainty can influence where production occurs. That reality
reinforces why long-term allocation certainty is not only a safeguard against leakage, but also
a precondition for the industrial decarbonization investments the program seeks to induce.
When post-2030 allocation treatment remains uncertain even as the cap becomes significantly
more stringent, covered entities may delay or redirect long-lived capital investments, creating
risks not only for competitiveness and leakage protection, but also for achieving the deeper
emissions reductions the program is intended to drive. For these reasons, CalChamber
encourages CARB to provide greater visibility regarding the post-2030 industrial allocation
trajectory to give covered entities increased confidence that leakage protection will remain
durable as program stringency increases. Long-term clarity around those signals would help
support the in-state investments needed to achieve emissions reductions while minimizing
leakage, consistent with the objectives reflected in AB 1207.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns.

15-158-2: The commenter states: “One concern raised by certain parties is that the MDI could
undermine environmental integrity by making additional allowances available through the
program for qualifying decarbonization investments. They argue this weakens the emissions
constraint intended by the program. CalChamber believes those concerns overlook an
important distinction central to evaluating the mechanism. An allowance is fundamentally a
one-time compliance instrument authorizing emissions of one metric ton of carbon dioxide
equivalent (CO2e) within cap-and-invests compliance system. By contrast, the investments the
MDI is intended to support create recurring capacity to reduce emissions over the life of an
asset, often for decades. Those are not equivalent things, and they should not be treated as
equivalent in assessing the implications of the MDI. The MDI has an emissions-reduction
multiplier effect by using an allowance’s one-time compliance value to support investment in
long-lived infrastructure that generates recurring emissions reductions for years, producing
benefits that extend well beyond a single compliance period. Viewed in those terms, the
relevant question is not simply how many additional allowances may be associated with the
MDI in the near term, but whether the mechanism expands the practical capacity needed to
support deeper reductions over time. These investments can help covered sectors prepare for
a more stringent cap by putting emissions-reducing technologies and infrastructure in place
before compliance obligations tighten further. For covered entities, this can lower future
compliance costs, reduce exposure to allowance price volatility, and improve the economics of
decarbonization projects that require long lead times and significant capital planning. By
reducing future compliance pressure, the MDI can also help moderate cost pass-through to
consumers at a time when California is already facing a serious affordability crisis. The
benefits, however, may extend beyond the individual covered entity receiving MDI allowances.
Deployment of industrial decarbonization technologies can help build broader sectoral
capability by supporting learning-by-doing, supply chain development, operational experience,
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and, in some cases, reducing costs or barriers for subsequent projects. In essence, the MDI
accelerates deployment of technologies or practices that can be replicated more broadly
across sectors. That matters because broader availability of viable compliance pathways
improves the ability of the market to absorb the increased stringency of the program. These
investments may also help reduce leakage risk. For the individual facility, long-lived
decarbonization investments can strengthen the economics of continued in-state operation. At
a broader level, supporting continued industrial investment and technological deployment in
California can help preserve the in-state industrial base and decarbonization capacity needed
to support deeper emissions reductions over time. In that sense, the MDI can support not only
facility-level compliance, but broader sectoral resilience under a tightening cap. For these
reasons, concerns that assess the MDI solely based on the number of additional allowances
associated with the mechanism miss the broader role that the MDI can play in expanding
compliance options, supporting industrial decarbonization, and reducing leakage and
affordability risks. In that respect, the MDI reinforces the long-term environmental and
economic integrity of the cap-and-invest program.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

This comment supports CARB’s assessment that the MDI allocation proposal supports
industrial GHG reductions without undermining the emissions integrity of the Cap-and-Invest
Program, as discussed further in Master Response 4.

15-158-3: The commenter states: “Some parties have also argued that the MDI undermines
the environmental integrity of the program because it is a departure from the notion of a ‘fixed’
cap. But that concern rests on an overly static conception of cap-and-invest that does not
reflect how the program has long operated in practice. The environmental integrity of
California’s cap-and-invest program has never been defined solely by a fixed quantity of
allowances divorced from flexibility mechanisms. The program has long paired a declining cap
with mechanisms such as banking, offsets, the Allowance Price Containment Reserve (APCR),
and the price ceiling to support cost containment, protect against leakage, and sustain the
program over time. Those mechanisms are not departures from environmental integrity; they
are part of the supporting architecture through which the program has historically preserved
environmental integrity. The MDI is a logical evolution of that design. It does not grant covered
entities unilateral authority to ‘create’ allowances or ‘break the cap.’ Instead, it establishes a
rule-based pathway for CARB to allocate allowances only when specific, verifiable
decarbonization investments are approved and made. Importantly, the mechanism is also
structured so that allowances associated with an approved investment may be subject to
return if the investment is not timely carried out, reinforcing that the MDI is tied to real
performance rather than simply providing additional compliance value. In that respect, the MDI
functions as an investment-linked flexibility mechanism within the program, not an expansion
of the cap itself. Critics of the MDI tend to equate a ‘fixed’ cap with environmental integrity, but
the purpose of cap-and-invest is not to preserve a static allowance quantity for its own sake.
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The objective is to achieve cost-effective emissions reductions while minimizing leakage risk.
From that perspective, the MDI is consistent with program integrity because it helps strengthen
the capacity for industrial transition. A narrow focus on the number of additional allowances
associated with the MDI overlooks this broader dynamic by treating near-term allowance
quantities as the sole measure of environmental integrity, rather than considering whether the
mechanism expands the practical pathways available to achieve the deeper reductions over
time necessary to achieve California’s 2045 ambitions. The relevant counterfactual is not a
world without additional MDI-linked allowances in the abstract, but a world in which the cap
tightens without sufficient industrial transition pathways. In that scenario, when compliance
obligations outpace feasible decarbonization opportunities, costs rise, leakage pressures
increase, and long-term program durability weakens. Viewed against that alternative, the MDI
preserves the environmental integrity of the program by supporting real-world capacity for
decarbonization.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

This comment aligns with CARB’s assessment that the MDI allocation proposal supports
industrial GHG reductions without undermining the emissions integrity of the Cap-and-Invest
Program, as discussed further in Master Response 4.

15-day Comment Letter 164
5/4/2026 Jodie Muller/WSPA

15-164-1: The commenter states: “CARB’s decision to limit this 15-day package to the 2027-
2030 period merely avoids addressing the more difficult post-2030 issues and leaves covered
entities without a meaningful long-term signal. CARB’s failure to provide a defined post-2030
industrial leakage protection framework impacts long-term operational planning and investment
decisions, and instead forces covered entities to operate under persistent uncertainty while
simultaneously imposing near-term reductions that tighten allowance supplies, undermine
affordability, and erode investor confidence. This short-term framework discourages long-term
compliance strategies and impacts the long-term efficacy of the program.

WSPA has consistently emphasized that it is imperative for the Cap-and Invest program to
provide clear long-term market signals and reflect the technological and economic feasibility of
achieving emissions reductions.' Allowance budgets should reflect this reality — creating
allowance scarcity driven by an assumed linear decline in emissions through 2045 does not
instill confidence and discourages early investment in reduction measures. CARB’s
assumption that statewide emissions will decline linearly to achieve the 2045 target fails to
account for these market realities; instead, amendments to the allowance budget should
include a transparent long-term cap trajectory and account for realistic deployment timelines
for decarbonization technologies, particularly for hard-to-abate sectors and projects that have
most recently preserved efficient operations. Without longer-term pricing signals, current
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allowance reduction requirements risk increasing costs and operational uncertainty without
ensuring corresponding emissions reductions, thereby undermining both the affordability and
integrity of GHG emissions reductions and contravening the legislative priorities in AB 1207.

As noted in WSPA's comment letter on the 45-Day Amendments, '® CARB'’s technical
assessment of feasibility in support of the Proposed Amendments remains insufficient and
continues to rely on unrealistic assumptions from the 2022 Scoping Plan Update that
depended on complementary measures that have not materialized. For instance, CARB
assumed that electric vehicle mandates would significantly reduce liquid fuel demand long-
term; however, delays in implementing these mandates mean that additional liquid fuel
production will be needed to meet continuing demand, which must be adequately accounted
for in assessing long-term program goals. While the 15-Day Amendments now acknowledge
certain limitations related to the implementation of these complementary measures, they stop
short of addressing the obvious consequences: promoting near-term allowance reductions in
the absence of a post-2030 framework serves only to compound market pressure and increase
compliance costs. Without a realistic accounting of deployment timelines for decarbonization
technologies, particularly in hard-to-abate industrial sectors, these proposed near-term
reductions risk driving up costs for Californians without ensuring corresponding emissions
reductions.

WSPA previously noted that permanently removing 118 million allowances between 2027 and
2030 would introduce a significant step change in future allowance budgets and could
materially destabilize the market. WSPA therefore recommended that, if the 118 million
allowances must be removed, CARB should instead reallocate these allowances to
mechanisms that preserve market flexibility rather than permanently remove the allowances
from the program. While CARB’s proposal to reallocate these allowances to the Manufacturing
Decarbonization Incentive allocation is at least directionally consistent with WSPA's
recommendation, as discussed further below, it does not resolve the larger problem.

Without a clear, feasible, and affordable long-term program design, investment confidence will
remain constrained, likely resulting in delays — or worse, the cancellation of capital projects at
petroleum refineries — thereby increasing the likelihood that California and its neighboring
states will rely on imported transportation fuels that are costly, less reliable, and increasingly
higher-emission compared to in-state production.”

5 See, e.g., WSPA Comments on 7-27-2023 Cap-and-Trade Workshop, WSPA Comments on 7-24-2024 CARB Cap-and-
Trade Workshop.

6 See “WSPA Comments on Proposed Cap-and-Invest Program and Mandatory Reporting Regulation

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns. CARB also notes
that the 15-day Amendments increased CAFs for petroleum refineries beyond the Current
Regulation levels for 2027-2030, which provides increased protection against emissions
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leakage risk as the Program increases in stringency. The MDI allocation proposal also provides
increased support for capital investments needed to reduce GHG emissions from petroleum
refineries, and the spending deadline for MDI allowance value recognizes the technical
challenges and deployment timelines for transformative facility decarbonization projects.

15-164-2: The commenter states: “AB 32,'8 AB 398, and AB 1207%° require CARB to
minimize industrial emissions leakage in California when regulating GHG emissions through its
Cap-and-Invest program. In support of this requirement, CARB was required to provide a
leakage risk report to the State Legislature — including any “recommendations to the
Legislature on necessary statutory changes to the program to reduce leakage” — by December
31, 2025.2" Despite knowing about this obligation since 2017, CARB has failed to prepare its
report, which is now 124 calendar days overdue. In addition, CARB has failed to solicit public
feedback on updated leakage risks in developing its report. CARB has again delayed release
of the leakage risk report well into the final stage of its Cap-and-Invest rulemaking. Instead,
CARSB only offered select “key findings” at an October 2025 pre-rulemaking workshop?2... In
addition, without a full report, stakeholders do not have an adequate basis to review CARB’s
analysis of potential leakage risks. CARB’s failure to solicit meaningful public feedback on
updated leakage risks impedes CARB’s ability to meaningfully address industrial leakage in its
proposed Cap-and-Invest amendments and evaluate whether existing policy mechanisms
should be modified or new mechanisms should be introduced to address and minimize those
leakage risks, in accordance with CARB’s legislative mandate.”

18 See HSC § 38562(b)(9).
19 See HSC § 38562(c)(2)(J).
20 See HSC § 38562(b)(7).
21 See HSC § 38562(c)(2)(J).

22 See CARB Cap-and-Invest Program Workshop, October 29, 2025; slides available at:
https://ww2.arb.ca.gov/sites/default/files/cap-and-trade/meetings/nc_CaplnvestWorkshop_October2925.pdf.
Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns.

15-164-3: The commenter states: “The CEC has closely tracked the status of in-state refining
capacity.?® Following the announced — and permanent — closures of two California refineries in
2024 and 2025, the CEC noted that “in the near term, an abrupt loss of refining capacity and
the increased need for imported fuel to compensate is likely to create new risks for stable fuel
prices and supply. Keeping in-state and imported fuel competitive will be an important
balancing act moving forward, because if the cost of refining fuel in state exceeds the cost of
importing fuel, it could further accelerate additional petroleum refinery exits.”3° WSPA
continues to urge CARB to explicitly designate California’s petroleum refineries as high-
leakage-risk facilities — not “medium” risk — to meet CARB’s obligations under AB 32 and AB
1207, to protect environmental integrity, and to ensure that GHG emissions reductions occur
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within California rather than production being shifted out of state. While Table 8-1 assigns an
industry assistance factor of 100% to all risk levels through 2030 only, an explicit designation
of petroleum refineries as “high” risk would provide a foundation for identifying alternative
approaches to mitigate leakage through the allocation of allowances. Permanent shutdowns of
California refineries reduce in-state fuel supplies and further increase California’s reliance on
imported fuels, which are typically produced under less stringent environmental regulations
and transported over long distances, resulting in higher lifecycle GHG emissions and
increased costs for California consumers.”

29 See California Energy Commission’s “California Oil Refinery History;” available at: https://www.energy.ca.gov/data-
reports/energy-almanac/californias-petroleum-market/californias-oil-refineries/california-oil.

30 See CEC Vice Chair Siva Gunda’s response to Governor Gavin Newsom letter to California Energy Commission Vice Chair
Siva Gunda, dated June 27, 2025; available at: https://www.energy.ca.gov/sites/default/files/2025-
07/CEC%27s_Respone_to_Governor_Newsom%27s_Letter_June-27-2025_ada.pdf.

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns.

15-164-4: The commenter states: “Second, a declining cap undermines cost-containment tools
for allowance availability, risking further increases in compliance costs for California’s refineries
without delivering commensurate environmental benefits — particularly if GHG emissions are
displaced rather than reduced. Cost-containment mechanisms remain a critical component of
maintaining affordable in-state fuels production, as does avoiding unnecessary cost increases
that lack clear consumer benefits. Imposing overly burdensome compliance requirements on
this industry sector may result in businesses choosing to leave California rather than comply,
thereby exacerbating leakage impacts.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns.

15-164-5: The commenter states “Third, absent corrective action, limitations on industrial
assistance through declining CAFs will likely only serve to further accelerate refinery closures
and exacerbate emissions and economic leakage, potentially leading to the elimination of
additional in-state refining capacity.3? CARB must therefore take immediate steps to prevent
further erosion of the economic viability of California’s petroleum and biofuel refineries. Such
an approach would be consistent with the Legislature’s directive under SB X1-2 and AB X2-1
to ensure that California maintains reliable, affordable, and safe fuel supplies for its residents.

C. CARB should develop policies that level the playing field for California refineries.

Since the inception of the Cap-and-Invest program, CARB has utilized direct allocation of no-
cost allowances to covered industrial sectors as its primary mechanism for mitigating

Proposed Regulatory Amendments to the Cap-and-Invest Program 124



Responses to Comments

emissions leakage. Nevertheless, as the available allowance supply diminishes in accordance
with California’s 2045 carbon neutrality target, CARB’s current leakage protection mechanism
has proven increasingly inadequate in addressing the growing competitive disadvantage
confronting California’s transportation fuels producers, particularly as the price floor and
allowance price containment reserves continue to increase annually without adequate
consideration of economic challenges or technology feasibility.

WSPA emphasizes the importance of maintaining robust in-state refining capacity while
ensuring access to both domestic and international supplies to meet ongoing consumer
demand, particularly in light of current geopolitical challenges. In light of these issues, WSPA
urges CARB to establish a 0.85 CAF for petroleum refining and a 1.0 CAF for biorefining
through 2045 to provide long-term program stability while reducing program-related costs for
California industries and consumers. Providing regulatory certainty is essential for establishing
a stable framework that supports long-term investment, operational planning, and a
competitive transportation fuels market in which refiners, importers, and distributors operate on
a level playing field. WSPA urges CARB to consider policy approaches that address the
external challenges facing California’s petroleum refining sector — particularly as Cap-and-
Invest program-related production costs continue to increase — in order to mitigate future
production and emissions leakage resulting from competitiveness pressures from out-of-state
refineries. In its current form, the Cap-and-Invest program fails to address the substantial and
widening disparities affecting California’s remaining refineries, which continue to bear
stationary source compliance obligations while an increasing volume of imported fuel does not.
WSPA recommends that CARB conduct a comprehensive evaluation of the emissions, cost,
and workforce implications, as well as the underlying legal authorities, and collaborate with
industry stakeholders to develop durable solutions within this or an alternative regulatory
framework. WSPA looks forward to engaging in discussions regarding policy approaches that
are both economically viable and provide long-term environmental and regulatory certainty.”

32 Under the California APA, Gov. Code § 11346.3(c)(1), CARB is required to address economic impacts such as the “creation
of new businesses or the elimination of existing businesses within the state” and the “competitive advantages or
disadvantages for businesses currently doing business within the state.” While CARB’s ISOR concludes that the Proposed
Amendments are not expected to “eliminate any business,” CARB’s failure to account for increased leakage risks for refineries
may lead to new closures. CARB. Staff Report: Initial Statement of Reasons. Available at:
https://ww2.arb.ca.gov/sites/default/files/barcu/regact/2026/cap_invest/nc_isor.pdf. Accessed April 2026.

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns.

15-day Comment Letter 166
5/4/2026 Jeffrey Kilbreth/Individual

15-166-1: The commenter states: “Many of the ideas here are good and are broadly part of an
effective CAP & Trade/Invest program. In the big picture, we should provide incentives to
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electrify everything we reasonably can and speed up the percentage of renewable generation
we have to work with. What we should be very wary of is industry ideas like "carbon
sequestration & storage." Projects like the Montezuma Carbon Hub proposal are very risky in
terms of cost overruns and poor ROI, unlikely to make that much of a difference in meeting our
2045 goals, and very likely to cause a lot of emissions and public health problems in the very
industrial AB 617 communities we are supposed to be improving. This is simply not a place
where we should be subsidizing industry. Put the money into getting to 90% renewable
electricity by 2045 and ask the public and industry to "Go Electric wherever possible" Don't
subsidize carbon sequestration & storage unless you can prove it makes economic sense and
doesn't cause public health problems greater than the the tiny amount of GHGs that will be
removed from the atmosphere.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 3 regarding carbon capture, use and sequestration cocerns
and the response to comment 37-1.

Regarding cost concerns, the ElIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to cost concerns are outside of the scope of
the EIA and not addressed in this response to comments document. However, CARB staff will
be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.
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15-day Comment Letter 169
5/4/2026 Bret Andrews/Individual

15-169-1: The commenter states: “It is my understanding that the California Air Resources
Board (CARB) is proposing to use 'cap and invest' funds for giveaways to industry instead of
customer credits on electricity bills or community investment programs for cleaner air, safe
housing, and accessible transit. The new program will also fail to get the emissions reductions
we need to reach our climate goals and improve air quality. As a physician and expert in the
health effects of air pollution, especially on our most vulnerable populations, | am very aware
of the consequences of failing to wean off fossil fuels. Sadly the current system and your
proposed changes don’t reduce our fossil fuel dependence. Fossil fuel pollution harms nearly
every system in our body, causing hundreds of thousands of premature deaths and increasing
the risk of asthma, COPD, heart attack and stroke, neurological damage, and adverse
reproductive outcomes. The direct health harms from fossil fuel pollution along with the health
impacts of climate change are costing hundreds of billions of dollars in health-related costs in
the U.S. each year. That's on top of the nearly $1 trillion in damages from more frequent and
intense climate-related disasters--extreme heat, floods, wildfires--that cause deaths, iliness,
and destruction of homes and communities.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 172
5/4/2026 Ken Johnson/Climate Reality Project: Silicon Valley Chapter

15-172-1: The commenter states: “CARB's proposed Build Up California Reserve is of dubious
legality under statutory GHG limits because the 118 million allowances allocated to the new
reserve are required to achieve the SB 32 statewide GHG reduction target in 2030, according
to the ISOR (pages 34 and 329-330):

‘The Cap-and-Invest Program supports achieving State climate goals by establishing
cumulative budgets and emissions trajectories that are aligned with the path needed to
achieve State GHG emissions reduction targets... The updated allowance budgets in the
Proposed Amendments accomplish this objective by removing a total of approximately 118
million allowances from 2027 through 2030 budgets....

Alternative 1 removes 118 million allowances from the pool of pre-2030 allowances reserved
for cost-containment to support meeting the statutory target to reduce GHG emissions by 40%
by 2030 relative to 1990 levels. This removal is the minimum needed to align the supply of
allowances for this decade with the updated AB 32 GHG Inventory... the Proposed
Amendments remove the same number of allowances as Alternative 1 through 2030...’
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The SB 32 emissions reduction target (HSC 38566) is legally inviolable as long as allowance
auction prices remain within the price ceiling (HSC 38562(c)(A)(ii)(Il) and 38562(c)(A)(iii)).

The industry's ISOR comment letters from Chevron, PBF Energy, and Marathon do not
propose or advocate for the Build Up California Reserve. Their main complaint is that CARB's
proposed Cap-and-Invest regulation could make in-state refineries economically uncompetitive
against more highly-polluting imports. PBF Energy stated that ‘Unless CARB puts in-state
refineries on an equal footing with importers, which we think can be accomplished this year, we
will be forced to address the viability of our in-state operations, along with every other refiner in
the state.” CARB should consider alternatives for remedying this situation without breaching
allowance budgets.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns and Master
Response 4 regarding concerns about impacts of MDI allocation in emissions and program
revenues.

15-day Comment Letter 173
5/4/2026 Steven Frisch/Sierra Business Council

15-173-1: The commenter states: “Sierra Business Council (SBC) writes to express its
extremely strong concerns about the Proposed Amendments to the Regulation for the
California Cap on Greenhouse Gas Emissions and Market-Based Compliance Mechanisms
(Proposed Amendments), released by the California Air Resources Board (CARB) on April 14,
2026. With gas prices over $7 per gallon, limited to nonexistent transit options, and high rates
of energy-burdened households, the communities of our rural Sierra Nevada region struggle
daily with affordability. However, SBC has long operated with the knowledge that reducing the
impacts of climate change offers both short- and long-term solutions for both affordability and
economic opportunity that our region needs. Now more than ever, California needs to embrace
those climate solutions and build the economic strategies of the 21st century, including
electrification, climate-forward land use and development, and natural resource stewardship.
Now more than ever, it is clear that those strategies cannot be rooted in fossil fuels. We
appreciate CARB’s efforts to balance affordability with emissions reductions, but the Proposed
Amendments represent a concerning turn away from California’s climate commitments that,
simply put, Californians cannot afford. The Proposed Amendments are untenable on several
levels. First, we are gravely concerned about the proposal to release 118 million metric tons of
allowances into the market, providing nearly $3.5 billion in subsidies and increasing emissions
to a level likely incompatible with California’s statutorily mandated 2030 emissions reduction
targets. This move would drag out California’s reliance on fossil fuels, reduce the long-term
strength and efficacy of our flagship climate policy, and compromise our position as an
international climate leader. Moreover, success is far from guaranteed: any improvements in
affordability would still depend on 1) the resolution of international geopolitical conflict and
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supply chain disruptions beyond the reach of any state policy decision; and 2) the willingness
of the oil and gas industry — the very entities responsible for climate change, who misled the
public for decades about their role in and knowledge of the problem, and who are currently
enjoying record-breaking profits — to pass along savings to customers.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-173-2: Second, the proposal would effectively deplete the Cap-and-Invest revenue that
flows to the Greenhouse Gas Reduction Fund (GGRF) and funds California Climate
Investments — the program that invests in the mitigation and adaptation strategies that reduce
the impacts and costs of climate change. GGRF is an essential element of California’s strategy
to build climate resilience and economic affordability through programs that advance low-
carbon transportation, affordable transit-oriented housing, community clean air programs, low-
income home weatherization, nature-based climate solutions like wildfire resilience and the
preservation of agricultural land, and more. Disinvestment in these programs would slow the
energy transition when it should be accelerating, impair our ability to adapt even as climate
impacts increase, and add burden to environmental justice communities that can ill afford it.
Climate mitigation and adaptation are not optional. Rather, public policy focused on reducing
emissions and adapting to the consequences of climate change is as essential as public safety
services. Climate-driven risks and disasters are significant contributors to the cost-of-living
crisis and will only grow over time. Any trade-offs made now to prioritize limited, short-term
benefits come at the expense of long-term stability and resilience. We cannot throw away our
umbrella as the storm grows stronger. We thank CARB for their diligent — and difficult —
efforts in this rulemaking process. We urge you to work in partnership with the state legislature
to identify solutions that preserve our landmark climate policies and deliver the economic relief
that Californians so desperately need, and we stand ready to support that effort.

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 174
5/4/2026 Steve Coppinger/CSCME

15-174-1: The commenter states: “The 15-Day Amendments cap biomass operating expense
eligibility at 50% and exclude fuels that are only partially biogenic from the eligible expenditure
category entirely.'® CSCME views the 50% cap on fuel expenditures as a reasonable
alternative to the previously proposed approach of establishing an updating biomass fuel
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baseline, and we appreciate CARB’s efforts to reduce the penalty for early adopters while still
providing an incentive for expanding future use. However, the 15-Day Amendments introduce a
new condition under which expenditures for partially biogenic fuels cannot be credited against
the 50% cap.' This creates an artificial and arbitrary cliff effect that is difficult to justify on
environmental grounds. Many of the alternative fuels most accessible to California cement
kilns are engineered fuels and blended fuel streams that are partially biogenic. These fuels still
meaningfully reduce net GHG emissions relative to fully fossil alternatives, and the extent of
that reduction is directly proportional to their biogenic content. To use an extreme example,
under CARB’s proposed approach, a fuel that is 100% biogenic will receive full credit while a
fuel that is 99% biogenic will receive none — an outcome that is neither analytically defensible
nor consistent with the program’s stated goal of incentivizing emissions reductions. CSCME
urges CARB to credit biogenic fuel operating expenses in proportion to actual biogenic
content. This approach would preserve the cost-sharing logic of the 50% cap, while eliminating
the cliff effect and more accurately reflecting the GHG benéefit of partially biogenic fuels.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

MDI allocation is targeted at unlocking transformative investments in low-carbon production
methods and fuels that reduce industrial GHG emissions to achieve the State’s 2030 and 2045
GHG reduction targets. Partially exempt fuels are not compatible with the deep
decarbonization strategies identified in CARB’s 2022 Scoping Plan Update as needed to
accelerate industrial sector GHG emissions reductions to meet the State’s targets.

10 CARB 15-Day C&I Notice at Attachment A-1, 201 (§95891(g)(2)(A)).

"d.

15-day Comment Letter 175

5/4/2026 Caroline Jones/Environmental Defense Fund

15-175-1: The commenter states: “CARB should remove the MDI from this proposal to ensure
alignment with the 2030 climate target, increase affordability benefits, and increase GGRF
revenue...

New modeling from Greenline Insights shows that removing the MDI from this proposal is the
solution that delivers the greatest combination of affordability benefits and GGRF revenue
while ensuring emissions decline at the pace and scale required...

As currently structured, the MDI is not ready for implementation. The proposal as written lacks
the foundational design features necessary to ensure smart investment and appropriate
stewardship of the Cap-and-Invest program’s limited resources...

The MDI lacks a competitive allocation process or a verified abatement requirement. The
current proposal awards the incentive allocation based on project proposals, with no
competitive ranking, no minimum abatement threshold, and no meaningful mechanism to verify
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that promised reductions are actually delivered...

Projects should be required to demonstrate that the abatement they will deliver is new and
additional. An industrial decarbonization incentive that subsidizes activities that a facility would
have undertaken anyway provides no environmental benefit while consuming allowance value
that could otherwise support the affordability and climate benefits delivered by this program.

» The MDI has no accountability mechanism for underperforming projects, with no clear
authority for CARB to recover allowances if a project fails to deliver its projected reductions.
Under the current proposal, allowances are awarded based on project proposals—this
structure lacks clear authority for CARB to recover the value of those allowances if a project
fails to deliver its projected emissions reductions. CARB should establish explicit authority to
claw back allowances or require equivalent reductions from any project that does not achieve
the abatement it claimed in its application. Without this mechanism, the MDI is an allowance
giveaway with no enforceable connection to actual emissions outcomes.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-175-2: The commenter states: “IV. Rather than effectively increasing the cap, CARB should
pursue greater reductions to the 2027-2030 allowance budgets and adopt a tighter post-2030
emissions cap than proposed.

a. CARB can pursue an increase to the proposed 118.3 million reduction while still ensuring
the program delivers meaningful affordability benefits to Californian households.

As EDF presented in our March comments responding to the ISOR, CARB can pursue a more
ambitious reduction to the 2027-2030 allowance budgets — removing 180 million allowances
rather than the 118.3 million proposed — while still delivering crucial affordability benefits to
households... This more ambitious scenario also would have generated over $1 billion more in
revenue for the GGRF compared to the ISOR proposal, all while keeping allowance prices well
within the program’s price containment boundaries. This means CARB can pursue stronger
climate action, delivering the near-term emissions reductions that are urgently needed to avert
the worst impacts of climate change, while also keeping prices under control and delivering on
household affordability...ab. CARB should adopt a tighter post-2030 emissions cap than
proposed, with the cap declining more quickly in the early 2030s to maximize cost-effective
emissions abatement... EDF urges CARB to still achieve at least an additional 221 MMT CO2e
cumulative abatement — beyond the reductions proposed by the ISOR — by tightening the post-
2030 emissions cap.”

Response: CARB disagrees with the commenter’s position that additional allowances should
be removed from pre- and post-2030 annual budgets to support more ambitious GHG
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reductions. The proposed allowance budgets are calculated to support a smooth, continued
annual emissions decline from the 1990 baseline year to the 40% reduction target for 2030
and the 85% reduction target for 2045, and the cumulative climate ambition needed to achieve
the 2045 target envisioned by the 2022 Scoping Plan Update. The proposed allowance
budgets balance the increased Program stringency needed to drive additional GHG reductions
toward the State’s targets with the statutory requirements to support cost-effective GHG
reductions, minimize emissions leakage risk and address affordability concerns.

15-day Comment Letter 178
5/4/2026 Gracyna Mohabir/California Environmental Voters

15-178-1: The commenter states: “The amendments described in the April 14th 15-Day
changes proposal will compromise the program’s integrity with an oversupply of emissions
allowances, which will severely hinder California’s progress toward the statutory emissions
goal of 40% under 1990 levels by 2030. These amendments that undermine the program’s
function will also gut the revenue funneled into the Greenhouse Gas Reduction Fund (GGRF)
by an estimated $2 billion per year. This comes at a time when our state is cutting safety net
services across the board for Californians, and the federal government is clawing back
environmental funding resources. GGRF is a critical source of state funding for community
investments like transit, parks, clean cars, charging infrastructure, electrifying homes, and
critical disaster response. The California Climate Credit provided to energy ratepayers would
also face a decrease in auction revenue, canceling out the real affordability benefits of this bill
relief program.

Californians are feeling the real impacts Californians are feeling the real impacts of climate
disasters. Our communities and lands are devastated, and the climate crisis is driving the
affordability crisis. Families are bearing the costs of a warming planet through insurance
premiums and utility bills, health expenses and hospital bills, higher prices on household
goods, and are held hostage by Big Oil’s price gouging at the pump. CARB has the
responsibility to steer California toward necessary climate progress, which is made even more
urgent by the federal administration’s systematic dismantling of key environmental programs
and funding sources. We are rapidly approaching 2030, and CARB’s plan for Cap-and-Invest
as proposed in the 15-Day Amendments is unacceptable.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-178-2: The commenter states: “CARB must strike the ‘Manufacturing Decarbonization
Incentive’ and associated ‘Build Up California Reserve’ allowance tranche from the proposal.
This excessive handout for high emitting industries undermines the proposed cap decline and
severely exacerbates the emissions allowance oversupply.
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The Manufacturing Decarbonization Incentive (MDI) would create a pool under the new ‘Build
Up California Reserve’ of roughly 118 million allowances that exist outside of the emissions
cap, which will be awarded for clean energy investments. This new incentive pool is equivalent
to CARB’s proposed cap decline of approximately 118 million allowances between 2027 and
2030. Any claim that this proposal effectively lowers the emissions cap overall is misleading;
the added off-cap allowances effectively offset the intended reductions and undermine the
program’s real-world emissions limits. Concerningly, the MDI program alone is projected to
lower auction revenue by $4 billion dollars should the incentives be fully utilized over the next
four years.! An addition to the Cap-and-Invest program of such substantial scale warrants
further stakeholder input and impact analysis than the current comment period allows. We urge
CARB to remove the MDI program and linked allowance tranche for consideration in future
rulemakings.”

" UC Santa Barbara, Environmental Market Labs: Potential Lost Cap-and-Invest Revenue Under the Manufacturing
Decarbonization Incentive

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-178-3: The commenter states: “The proposed increase to the cap adjustment factor is
counterintuitive to progress toward the 2030 emissions goal. The cap adjustment factor must
be lowered to reflect the current generous industry allowance allocations and precipitous
allowance market conditions. Compounding the alarming projected impacts of the MDI
program, excessive industry allowance allocations have severe implications for the GGRF. This
dwindling pot of money has invested billions in dozens of critical programs — clean vehicle
access, safe and affordable drinking water, wildfire resiliency, and affordable housing. A failing
market mechanism will yield decreased dollars to allocate to these initiatives. Early estimates
place the impact of the proposal overall to be $2 billion in foregone revenue each year. 73% of
the billions in GGRF investments have been allocated toward California’s disadvantaged and
low-income households, the ‘priority populations.’ This group is hit the hardest by the impacts
of climate change and will bear the brunt of the loss of these foregone GGRF dollars. While
forgoing direct emissions benefits and durable investments in our climate programs, this
proposal provides allowances in excess to the oil and gas industry with no guarantee that fuel
prices will go down. Even with a glut of allowances, petroleum market prices will continue to
spike suddenly when refinery emergencies or global supply shocks occur. Californians remain
vulnerable to the volatility of the petroleum market, and the oppressive market power that this
industry continues to wield in our state. While gas prices soar due to international supply
shortages, oil companies are raking in record profits. Californians cannot be on the hook for oil
industry subsidies that deliver no legitimate price relief all while cutting our state off from
billions in critical funding. CARB must ensure that industry allowance allocations are not in
excess; the proposed increase to the cap adjustment factor must be walked back.”
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Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

The increased CAFs are designed to increase protection against emissions leakage risk while
the Program increases in stringency due the removal of 118 million allowances from 2027-
2030 annual budgets. Programs funded with GGRF revenues provide important additional
environmental benefits and appropriation of GGRF revenues are outside of the scope of
CARB'’s authority and under the purview of the Legislature.

Please refer to Master Response 1 regarding emissions leakage concerns.

Regarding cost concerns, the ElIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to costs and revenue usage are outside of the
scope of the EIA and not addressed in this response to comments document. However, CARB
staff will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

15-day Comment Letter 179
5/4/2026 Michael Pimentel/California Transit Association

15-179-1: The commenter states: “Today, however, we are gravely concerned with the
program’s proposed direction, as identified by CARB in the Proposed Amendments.
Specifically, we are concerned with, and object to, the Proposed Amendments’ proposal to
increase allowances, including to the state’s electricity and gas utility companies, by nearly $2
billion annually to support, among other things, an enhanced Climate Credit. This proposal,
while well-intentioned, would reduce the GGRF revenue by a commensurate amount annually,
which we believe will, in the upcoming fiscal years, zero out hard-fought annual funding for the
AHSC, TIRCP, LCTOP, and AB 617 communities. This funding, which has been a centerpiece
of the state’s climate strategy since 2015, supports the buildout of affordable transit-oriented
housing and major transit projects, deployment of zero-emission vehicles, transit service, fare
free and discounted transit passes, and community air quality initiatives. Over the last decade,
as identified by CARB, implemented projects funded by these programs have delivered the
following GHG emission reductions and benefits.

- AHSC: 6,632,693 MTCO2e GHG emissions reduced
o $4.85 billion invested, with $4.0 billion benefitting priority populations
o 22,877 units of affordable housing funded

- TIRCP: 23,369,888 MTCO2e GHG emissions reduced
o $2.74 billion invested, with $1.58 billion benefitting priority populations
o 263 transit projects implemented

- LCTOP: 7,446,600 MTCO2e GHG emissions reduced
o $1.23 billion invested, with $1.14 billion benefitting priority populations
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o 1,123 projects and services implemented

- AB617: 282,500 MTCO2e
o $527 million invested, with $442.68 million benefitting priority populations
o 9,004 projects implemented

We estimate that the constituencies we represent and/or serve will lose up to $1.65 billion in
GGREF annually — funding they have relied on for over a decade, without any plan from the
state to backfill these losses. Given the GHG reductions from these programs outlined above,
reducing their funding will jeopardize the state’s ability to meet its 2030 GHG reduction targets.

As we understand it, CARB advanced this proposal in the Proposed Amendments in response
to calls from some legislators and stakeholders to further address the affordability crisis faced
by Californians. In objecting to the proposal, we want to be clear: we agree that the Proposed
Amendments should, as called for by AB 1207, address affordability; we believe the Proposed
Amendments must apply an understanding of affordability that extends beyond utility bills. To
the constituencies we represent and/or serve, addressing affordability requires continued state
investment that supports good paying, life-sustaining jobs and means access to affordable
housing and transit options, travel timing savings that buy Californians more time with family
and friends, and personal health unburdened by the harms of air pollution — not just lower
utility bills. Unfortunately, the Proposed Amendments fail on these fronts and regress on the
state’s efforts to deliver more affordable housing units, more accessible and affordable public
transit, and better air quality for our vulnerable communities by gutting key climate programs in
favor of slightly lower utility bills. We call on the state to revisit the proposal and maintain
robust funding in the GGRF for the AHSC, TIRCP, LCTOP, and AB 617 communities.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues. The proposed changes to the distribution of allowances do
not contest that programs funded with GGRF revenues provide important additional
environmental benefits.

Regarding cost concerns, the ElIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to costs and revenue are outside of the scope
of the EIA and not addressed in this response to comments document. However, CARB staff
will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.
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15-day Comment Letter 187

5/4/2026 Lucas Grimes/Center for Resource Solutions

15-187-1: The commenter states: “CRS recommends that CARB incorporate into final
regulatory text a bounded, cost-controlled set aside of 5.5 million allowances from the 2025—
2030 annual budgets to replenish the Voluntary Renewable Electricity (VRE) Reserve
Account... Restoring this structural feature would be consistent with the foundational
regulatory design and longstanding operational practice and is necessary to maintain the
integrity of voluntary climate action within the Cap-and-Invest framework... The VREP was
established as a structural feature of California’s mass-based Cap-and-Invest program to
address a core design dynamic: under a fixed cap, voluntary renewable generation displaces
emitting resources at the facility level but does not reduce aggregate emissions unless
associated allowances are retired... The VREP is therefore not a discretionary allocation
mechanism; it is an environmental integrity safeguard embedded in the original regulatory
design. The program’s documentation, REC retirement, and attestation requirements were
deliberately structured to ensure that allowance retirement reflects verified, exclusive
renewable generation and prevents double counting... Eliminating the VREP does not
strengthen the integrity of the cap; it removes the mechanism specifically designed to allow
voluntary actors to reduce emissions below the cap through allowance retirement.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see response to comment 37-1.

15-187-2: The commenter states: “The recommended 5.5 million allowance set-aside is
modest relative to total budget volumes over 2025-2030 and was previously characterized as
having only a small indirect compliance cost effect. Because the proposal is capped at a fixed
total amount, it provides cost certainty and avoids open ended fiscal exposure... Preserving
this complementary role strengthens long-term climate ambition without weakening the
integrity of the cap.”

Response: The comments submitted are outside the scope of the 15-day comment period and
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency CARB staff provide the following response:

Please see response to comment 37-1.

Regarding cost concerns, the EIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to cost concerns are outside of the scope of
the EIA and not addressed in this response to comments document.

15-187-3: The commenter states: “A fixed 5.5 million allowance set-aside for 2025-2030
represents a measured, cost-controlled, and environmentally necessary correction. It restores
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a core structural feature of the program, preserves environmental integrity, and maintains
confidence in voluntary climate action. CRS respectfully urges CARB to incorporate this
bounded set-aside into the final regulation.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see response to comment 37-1.

15-day Comment Letter 188
5/4/2026 Danielle Sells/Individual

15-188-1: The commenter states: “Protect Cap-and-Invest revenues, rejecting any changes
that would reduce funding and jeopardize investments that help Californians address climate-
driven cost increases. The consequences of this proposal to the program's Greenhouse Gas
Reduction Fund (GGRF) are severe. This dwindling pot of money has invested billions of
dollars in dozens of critical programs — clean vehicle access, safe and affordable drinking
water, wildfire resiliency, and affordable housing. A failing program will decrease dollars for our
state's environmental programs. Around nine billion dollars from this fund has already been
invested in programs benefitting California's disadvantaged and low-income households, the
"priority populations". This group is hit the hardest by the impacts of climate change and will be
impacted the most by these programs going unfunded.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 189
5/4/2026 John Heintz/Regulatory Flexibility Group

15-189-1: The commenter states: “CARB has a clear statutory mandate under the Health and
Safety Code to ‘[m]inimize leakage.” As discussed in Section Il, leakage is occurring now, and
without regulatory certainty on industrial assistance post-2030, it will almost certainly increase.
The lower pre-2031 CAFs in the 45-day proposal created significant deficiencies in CARB’s
CEQA analysis given the ultra-high leakage risk associated with that framework. While the 15-
Day Amendments represent a meaningful reduction in near-term impacts on in-state refining
as compared to the 45-day proposal, the Proposal—even as modified—will foreseeably
accelerate refinery closures and increase California’s reliance on imported fuels. Although the
15-Day Amendments increase near-term CAFs, they do not provide certainty that post-2030
CAFs will adequately address these concerns. As discussed above, CARB can address this by
amending the rule as follows: Establish a CAF of 0.85 for the petroleum refining sector,
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including hydrogen and cogeneration facilities supporting petroleum refining, beginning with
compliance year 2030 and maintain the CAF at 0.85 through 2045. Increase the CAF to 1.0 in
Table 9-2 for the biorefining sector, including hydrogen and cogeneration facilities supporting
biorefining, beginning with compliance year 2030 and maintain the CAF at 1.0 through 2045.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 1 regarding emissions leakage concerns.

15-day Comment Letter 195
5/4/2026 Darryl Little/CALSTART

15-195-1: The commenter states: “We urge the Board to carefully evaluate the proposed
amendments’ potential effects on Greenhouse Gas Reduction Fund (GGRF) revenues. Early
analysis suggests the amendments could result in significant near-term reductions in GGRF
proceeds." Transportation represents nearly half of all California’s greenhouse gas (GHG)
emissions and the Greenhouse Gas Reduction Fund must keep transportation emissions
reduction at its core.? The proposed amendments, combined with GGRF’s new allocation
framework, will dramatically reduce funds available to address the number one issue this fund
targets — on-road transportation. GGRF-funded programs put Californians in clean vehicles,
build charging infrastructure, and reduce pollution in the communities that need it most. The
clean transportation and clean energy transition are underway and depend on stable, sufficient
GGREF investment. Any amendments that reduce that revenue would put those programs, and
the climate and equity commitments they deliver, at risk.”

" Meng, K., & Wingenroth, J. (2026, April). Potential Lost Cap-and-Invest Revenue Under the Manufacturing Decarbonization

Incentive. emLab UC Santa Barbara.
https://emlab.ucsb.edu/sites/default/files/documents/2026_capinvest_manufacturing_decarbonization_incentive.pdf

2 California greenhouse gas emissions from 2000 to 2021:. California Air Resources Board. (2023, December 14).
https://ww2.arb.ca.gov/sites/default/files/2023-12/2000_2021_ghg_inventory_trends.pdf

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please refer to Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

Regarding cost concerns, the EIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the ElA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to costs and revenue are outside of the scope
of the EIA and not addressed in this response to comments document. However, CARB staff
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will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.

15-day Comment Letter 196
5/4/2026 Clayton Munnings/Clean and Prosperous California

15-196-1: The commenter states: “The possible reintroduction of 118.3 million allowances
through MDI undermines emissions accounting that is central to CARB’s cap setting. Per
CARB’s ISOR Staff Report, ‘Removing 118 million allowances from 2027-2030 allowance
budgets is needed to account for updates to CARB’s GHG Emission Inventory.” (Staff Report,
p. 30, Jan. 20, 2026). The GHG Emission Inventory informs cap setting by establishing the
share of total statewide emissions that fall within the scope of the cap-and-invest program,
which is then applied to statewide statutory targets to derive allowance budgets. As CARB
explained in its October 2025* informal workshop, ‘Updates made in the 2022 GHG Inventory
identified a downward adjustment that would have impacted allowance budgets adopted in the
2016 Cap-and-Invest Rulemaking,” which set the 2020-2030 annual budgets. CARB estimated
this downward adjustment equals roughly 118.3 million allowances. By CARB’s own estimates,
the 118.3 million allowances that are being removed from pre-2031 budgets should never have
been introduced in the first place. Therefore, once removed, this quantity of allowances should
not be reintroduced as currently contemplated by the proposed amendments. Based on our
understanding, any significant changes to the MDI would trigger a second 15-day commenting
period, almost certainly delaying the May Board hearing and probably precluding
implementation in 2026. For this reason, if the MDI moves forward as implemented, then
CARB would be required to reduce future caps commensurate with the quantity of allocated
BUCAs. This would be easiest implemented at the level of compliance periods, such that the
quantity of allowances of allocated BUCAs in one compliance period is counterbalanced by an
equal reduction in caps for the next compliance period. Our analysis suggests that MDI would
allocate 27 million allowances annually at maximum.®”

4 Cap-and-Invest Workshop October 2025
5 CAP California. 2026. “MDI Bounding Exercise”. See Attachment B.
Response: To the extent the comments intend to raise any CEQA concerns, the comments

were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see Master Response 4 regarding concerns about impacts of MDI allocation in
emissions and program revenues.

15-day Comment Letter 200
5/4/2026 Danny Cullenward/Individual

15-200-1: The commenter states: “The ISOR asserts that the removal of 118 million
allowances from future allowance budgets is needed to achieve a 40% reduction in statewide
emissions by 2030 and that the removal of 264 million allowances is needed to achieve a 48%
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reduction, with both changes calculated with respect to the status quo regulations.? Similarly,
the ISOR asserts that a cumulative budget of 4,125 million allowances is required to achieve a
reduction of 40% by 2030, while a cumulative budget of 3,793 million allowances is required to
achieve a reduction of 48% by 2030.3

No justification is given for the claim that these proposed interventions are consistent with their
intended 2030 statewide emissions outcomes.”

2 CARB, 2026 rulemaking ISOR (Jan. 20, 2026) at Table 3.
3 1d.

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

The proposed allowance budgets are calculated to support a smooth, continued annual
emissions decline from the 1990 baseline year to the 40% reduction target for 2030 and the
85% reduction target for 2045, and the cumulative climate ambition needed to achieve the
2045 target envisioned by the 2022 Scoping Plan Update and do so by removing over 1 billion
allowances from budgets in the current Regulation. CARB’s methodology for setting allowance
budgets was articulated in the Initial Statement of Reasons and was shared in multiple pre-
rulemaking workshops from 2023-2025. This methodology reflects the portion of the total
statewide GHG Emission Inventory covered by the Cap-and-Invest Program and is consistent
with the approach used in 2016 to set the 2021-2030 allowance budgets in the current
Regulation. The annual allowance budgets are designed to support continued progress toward
the State’s GHG reduction targets and numerous external factors including economic
conditions and complementary climate programs affect actual emissions outcomes in any
given year.

15-200-2: The commenter states: “The ISOR and 15-day changes both propose to remove
264 million allowances from future allowance budgets, which staff present as necessary to
respond to an important methodological change in the state’s greenhouse gas inventory.* Staff
do not present a justification for why this approach was taken, including why an adjustment to
a single regulatory program is appropriate as a response to a statewide accounting matter.
Furthermore, the delayed implementation of these proposed changes does not appear to be
consistent with the 2022 Scoping Plan Update.

For context, CARB implemented a major methodological change in its 2022 statewide
greenhouse gas inventory. Beginning in 2022, CARB decided to rely on emissions data from
the Mandatory Reporting Regulation (MRR), which it determined were more accurate than
prior data sources. Using the MRR data, CARB reported that statewide emissions were about
15 million tonnes of CO2-equivalent lower than it had reported under its earlier methodology.

The IEMAC has observed that while this methodological change may have improved the
accuracy of the statewide greenhouse gas emissions inventory, it also had the practical effect
of weakening California’s climate targets:
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'‘Because California’s greenhouse gas emissions limits are expressed relative to the 1990
baseline, however, changing the GHG Inventory methods without updating the 1990 baseline
can reduce the stringency of state climate policy targets.

Specifically, if the 1990 baseline is artificially high, which is implied by the substantial reduction
in the GHG Inventory observed since adopting the MRR data as its primary source, then the
emissions limits may be similarly biased because the emission limits are expressed as
reductions relative to the 1990 baseline. This would result in a de facto weakening of statewide
greenhouse gas emission limits (IEMAC 2022: 32-34). If such an outcome has occurred, it
could be remedied by re-estimating the 1990 baseline."

As the IEMAC observed, one potential response to a change in statewide emissions inventory
accounting methods would be to re-estimate statewide emissions in the 1990 baseline year.
While there may be other valid alternatives, staff have not explained why it makes sense to
address a statewide accounting issue with an adjustment to cap-and-invest allowance budgets
in a single regulatory program that applies only to a subset of statewide emissions.

In addition, staff have not appropriately justified a significant change in the proposed
intervention. In a July 2024 workshop presentation, staff indicated that it would be necessary to
reduce statewide allowance budgets for program years 2021 through 2030 by 265 million
allowances relative to the status quo.® In contrast, the ISOR proposes to make a similar
reduction (264 million allowances) but instead of implementing these changes by 2030 would
spread the reductions out over program years 2027 through 2045.7

No analysis is provided to demonstrate that this would be expected to reduce emissions in line
with the 2022 Scoping Plan Update, including to achieve a 48% reduction in statewide
emissions by 2030. While a delay of a few years may be necessary to address the passage of
time since the July 2024 workshop, it is not clear why a delay of 15 years is required or
internally consistent with any analysis provided earlier in the regulatory process.”

41d. at Table 2.

52023 IEMAC report at 10-11.

6 CARB, Cap-and-Trade Program Workshop presentation (July 10, 2024) at slide 16.

7 CARB, 2026 rulemaking ISOR (Jan. 20, 2026) at Table 2.

Response: To the extent the comments intend to raise any CEQA concerns, the comments

were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

Please see response to comment 15-200-1 and 15-200-4.

Further, the proposed removals relative to the 2016 regulation reflect technical adjustments to
the GHG Emissions Inventory through 2030, setting a 2045 allowance budget aligned with the
AB 1279 85% GHG reduction target, and setting a smooth decline for annual budgets in the
interim years from 2031-2045 that minimizes market volatility, supports a steadily increasing
carbon price signal, and reflects the cumulative climate ambition envisioned in the 2022
Scoping Plan Update. While the annual allowance budgets are designed to support continued

Proposed Regulatory Amendments to the Cap-and-Invest Program 141



Responses to Comments

progress toward the State’s GHG reduction targets, numerous external factors including
economic conditions and complementary programs affect actual emissions outcomes in any
given year.

Regarding methodological changes in the 2022 GHG Emission Inventory (Inventory), CARB
previously published an FAQ document (CARB 2022) describing the background and effects of
these changes. These changes did not affect the estimate of 1990 GHG emissions used as the
baseline for determining progress toward the 2030 and 2045 GHG reduction targets, as the
1990 baseline was calculated using various external data sources prior to establishing the
MRR Regulation, consistent with IPCC guidance.?

15-200-3: The commenter states: “As the IEMAC and many others have repeatedly observed
for almost ten years, a large bank of allowances puts at risk the state’s ability to achieve its
required statewide emission reductions in 2030 and beyond. These concerns have manifested
in practice. The private allowance bank has grown beyond any levels previously anticipated in
prior CARB rulemakings, with 379 million allowances banked at the end of the fourth
compliance period and rising."!

CARSB is required by statute to ‘[e]valuate and address concerns related to overallocation’ (i.e.,
allowance banking),'? but the staff proposal does not contain any such evaluation. As
discussed above, all of the proposed reductions in allowance budgets address considerations
other than allowance banking, such that none of the proposed reductions in allowance budgets
can be said to implicitly evaluate or address concerns related to allowance banking.”

" IEMAC, 2021 Report of the IEMAC (Feb. 4, 2022) at 12-18 (documenting the size of the allowance bank exceeding levels

anticipated in the previous rulemaking); IEMAC, 2024 Report of the IEMAC(Feb. 25, 2025) at 44 (documenting the size of the
allowance bank at the end of the fourth compliance period).

2 Health and Safety Code § 38562(c)(2)(D) (as added by AB 398); see also 2025 Report of the IEMAC, (Mar. 26, 2026) at 46-
47 (individual statement of Danny Cullenward).

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

CARB regularly evaluates allowance supply in aligning the stringency of the Program with
supporting progress toward the State’s GHG reduction targets for 2030 and 2045. For
example, reducing 118 million allowances from 2027-2030 annual budgets corrects for
technical adjustments to the GHG Emission Inventory, which affected prior-year emission totals
used to set the 2021-2030 annual budgets in the Current Regulation. The annual allowance
budgets are set to support a smooth, continued annual emissions decline toward the State’s
legislative climate targets. Total allowance supply in any given year is determined by a number
of program mechanics, including allowance banking which provides critical compliance
flexibility and market liquidity as the Program increases in stringency. The total size of the

2 More information on the process of setting the 2020 target can be found on CARB’s webpage:
https://ww2.arb.ca.gov/ghg-2020-limit.
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allowance bank is determined by covered entity compliance planning, auction strategies,
market participation from voluntarily associated entities, and anticipated future demand for
compliance instruments under more stringent future budgets. The allowance bank also reflects
total covered emissions that have declined faster than the annual allowance budgets, and a
2020 GHG reduction target that was met several years early. Allowance banking does not
undermine the cumulative climate ambition of the Cap-and-Invest Program, and a wide range
of factors beyond total allowance supply (including economic conditions and support from
complementary climate policies) determine emissions outcomes in any given year.

15-200-4: The commenter states: “The 2022 Scoping Plan Update 'identifies a need to
accelerate the 2030 target to 48 percent below 1990 levels' (i.e., more ambition than the
minimum 40% reduction required by SB 32). Although CARB may prefer to revise its 2030
target in light of limited progress to date and will have the opportunity to do so in its upcoming
scoping plan revision process, the 2022 Scoping Plan Update is still in effect and per AB 398,
'[a]ll greenhouse gas rules and regulations adopted by the state board shall be consistent with
the updated scoping plan.' The staff proposal is inconsistent with this requirement for at least
two reasons. First, the 15-day proposal to increase allowance budgets by 118.3 million
allowances relative to the ISOR is inconsistent with the allowance budgets the ISOR identified
as necessary to align with the 2022 Scoping Plan Update. Second, the proposed reductions to
allowance budgets would be implemented through 2045, without any analysis to indicate that
these changes are expected to reduce 2030 emissions in line with the 2022 Scoping Plan
Update.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

The Proposed Amendments reflect the same cumulative climate ambition as the proposed
scenario in the SRIA, in two fewer years of implementation and remove a total of over 1 billion
allowances through 2045. Removing 264 million allowances from the 2027-2030 budgets
would further accelerate the near-term increase in Program stringency, exacerbating emissions
leakage risk and consumer affordability impacts. The Proposed Amendments also directly
support and accelerate GHG emissions reduction measures envisioned by the Scoping Plan
for industrial manufacturing sectors through the MDI allocation proposal. Finally, the 2022
Scoping Plan recognized the role of California’s full suite of GHG emissions reduction
programs, including the carbon price signal from Cap-and-Invest, for achieving the 2030 and
2045 GHG reduction targets; the Scoping Plan’s 48% emissions reduction trajectory for 2030
assumes continued implementation of a wide range of State and federal programs and
incentives, some of which have since been repealed such as federal Inflation Reduction Act
clean energy tax credits. The commenter mistakes the 48% percent below 1990 levels in the
2022 Scoping Plan Update as being only addressed through the Cap-and-Invest Program.
There are approximately 23% of emissions not covered by the program. It will be important to
monitor and ensure policies are supporting reductions in those sectors as well. The Scoping
Plan illustrates a holistic pathway to achieving the State’s GHG targets and does not dictate
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specific allowance budgets for the Cap-and-Invest Program. The Cap-and-Invest allowance
budgets must be designed to support the State’s climate targets and the suite of requirements
under AB 32, AB 398 and AB 1207, including affordability, cost-effectiveness, and preventing
emissions leakage.

15-day Comment Letter 201
5/4/2026 Mikhael Skvarla/ClimateBuild California

15-201-1: The commenter states: “We want to address the broader integrity question because
it has been raised in recent commentary on the 15-Day package and the Board will likely hear
versions of it at the May hearing. The argument runs that because the MDI Reserve holds
allowances totaling roughly the volume removed from the 2027 through 2030 cap relative to
the prior regulation, and because those allowances may flow into circulation through approved
projects, the cap has been relaxed and emissions will rise one-for-one with MDI utilization, with
associated GGRF and California Climate Credit revenue losses estimated at up to $4 billion if
MDI is fully utilized. The framing is mathematically tidy. It is also incomplete in three respects.
First, an allowance and a long-lived capital investment are not equivalent compliance
instruments. An allowance authorizes one ton of emissions in one compliance period. A
qualifying MDI investment generates recurring emissions reductions over the operating life of
the asset, often two to four decades. Treating those as one-for-one substitutes obscures the
multiplier effect that justifies the design. If a refiner uses MDI to fund CCUS infrastructure
capturing one million tons per year over a thirty-year asset life, the relevant comparison is not
between MDI allowances issued in one compliance period and the refinery’s emissions in that
period. It is between the marginal MDI allowance and the integrated abatement the resulting
infrastructure produces over time. The carbon market literature on output-based allocation has
long recognized this distinction.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

MDI allocation produces a “multiplier effect” for industrial GHG reductions, whereby
accelerated deployment of low-carbon technologies produces continued GHG benefits into the
future. This comment aligns with CARB’s assessment that the MDI allocation proposal
supports industrial GHG reductions without undermining the emissions integrity of the Cap-
and-Invest Program, as discussed further in Master Response 4.

15-201-2: The commenter states: “Second, high auction revenue and carbon market integrity
are not the same thing, and the public conversation around the 15-Day package has tended to
conflate them. Auction revenue funds the GGRF, which supports a portfolio of investments in
transit, affordable housing, sustainable agriculture, forest health, low-income energy programs,
and related priorities. Those investments deliver substantial public, environmental, and equity
benefits the program was designed to capture, and they remain worth preserving on their own
terms. The narrower question relevant to the integrity critique is whether retaining a marginal
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allowance for in-state, long-lived abatement infrastructure delivers less carbon abatement than
auctioning that allowance and recycling the proceeds through GGRF programs. The available
evidence does not establish that it does. Recent program-level analysis finds GGRF cost-
effectiveness ranging from approximately $9 to over $2,000 per ton of CO,-equivalent across
the portfolio, with three of ninety programs delivering more than half of total reported emissions
reductions on roughly six percent of implemented funding. The Legislative Analyst’s Office has
separately noted that GGRF spending targeted at emissions reductions within capped sectors
generally does not produce net carbon benefit, because the cap already determines aggregate
emissions and subsidized reductions at one capped source free allowances for use by another.
These observations are not critiques of the GGRF as a public-investment vehicle. They
concern the specific relationship between auction revenue and additional carbon abatement,
which is the relationship the integrity argument depends on. The marginal MDI allowance, by
contrast, is tied to a verifiable, CARB-approved decarbonization investment whose abatement
cost is determined by the project’s own engineering economics and verified against the
regulation’s permanence and enforceability standards. The ‘lost revenue’ framing presumes
the alternative use of that allowance value would deliver equivalent or greater carbon
abatement. The data does not support that presumption.”

Response: To the extent the comments intend to raise any CEQA concerns, the comments
were not timely submitted during the noticed 45-day CEQA comment period. However, for
transparency, CARB staff provide the following response:

MDI allocation is designed to achieve cost-effective GHG reductions for eligible industrial
facilities, because facilities are incentivized to use MDI allowance value for projects that
maximize their compliance savings from reduced covered emissions. MDI allocation does not
reduce the number of State-owned allowances offered at auction for the GGRF, and the use of
MDI allowance value for industrial decarbonization projects is not in conflict with the use of
GGREF revenues for priorities established by the Legislature, which provide important additional
environmental benefits.

Regarding cost concerns, the EIA is not meant to address economic, social, or financial issues
associated with the Proposed Amendments. Rather, the purpose of CEQA and the EIA is to
fully analyze and mitigate the Proposed Amendments’ potentially significant physical impacts
on the environment. As such, comments related to costs and revenue usage are outside of the
scope of the EIA and not addressed in this response to comments document. However, CARB
staff will be responding to all comments received to date, including those received at the Board
Hearing, in the Final Statement of Reasons.
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