Rhode Island Greenhouse Gas Process

Phase II

First Meeting: Feebate Working Group

Tuesday, October 15, 2002

Facilitator: Dr. Jonathan Raab, Raab Associates, Ltd.

Consultant: Dr. Steve Bernow, Tellus Institute
RPS Working Group Meeting 1: Summary

8 Working Group members and 3 from the facilitation/consulting team attended the meeting, which began at 1:00 p.m. and concluded at 3:30 pm.  See attached attendance sheet.

I. Documents Distributed

1. Agenda

2. Feebate Memo, Tellus Institute

3. “Legal Issues Pertaining to the Adoption of California GHG Emission Standards by Other States” memo from CLF, NRDC et al. 
II. Charge to the Group

Facilitator Dr. Jonathan Raab opened the Feebate meeting by noting that the Stakeholders had identified the development of a feebate as a priority item from among the 49 consensus options it generated in the Phase I report, and that the task before the working group was to develop a set of recommendations for the Stakeholder group on how to proceed.  He also reminded the Group that the groundrules from Phase I were still in effect.

Substantive Discussion

Dr. Steve Bernow, the RI GHG technical consultant, described a ‘feebate’ as a set of financial incentives to purchasers of new vehicles to buy more efficient vehicles, and a fee for those who will purchase less-efficient vehicles. He pointed out that a Rhode Island “Feebate” is not likely to affect automobile manufacturing, but the Stakeholder group hopes that it will influence consumer behavior. He said that the Group should bear in mind that that if a similar national system is developed, the RI system should be compatible with it. He noted that another important consideration is the evolution of the magnitude of the Feebate itself.  Dr. Bernow suggested that the group consider starting with a modest size feebate, assess the results against the policy objectives established in Phase I, and then fine-tune the structure as appropriate.

Working off his Power point slides (click here to view), Dr. Bernow started the discussion with the issue of revenue neutrality. He suggested that since the sales tax on new cars in Rhode Island is 7%, the Feebate could be designed such that the most fuel-efficient vehicles pay no sales tax and the most consumptive vehicles pay 14% with those in between extrapolated from the two extremes. He reiterated that if the average car costs $20,000, then the worst cars would pay an average of approximately $1,400 more in taxes, while the best would receive $1,400 in sales tax breaks. 

The feebate could be designed to be revenue neutral or such that it produces a small surplus in revenue that could pay for the program’s costs or go to other transportation related programs (e.g., state fleet efficiency).  The Group did not express a firm preference at this juncture.  The Group also expressed interest in having the sales tax apply to both new and used cars, but only cars manufactured after a certain year (e.g., 2003).

The Group discussed which vehicles should be included in a Feebate. Specifically, they asked whether the Feebate would include purchases of commercial vehicles and additions to rental agency fleets (both of which constitute a large portion of sales). 

The exploration of basic design issues continued with the question of how to separate cars by weight class. Although federal legislation stipulates different fuel economy standards for cars and light trucks, the Group decided to model a single-tiered system, a two-tiered system (with cars and light trucks separated but with station wagons included in the light truck category), and a multi-class approach (number of classes and division points to be determined after looking at the sales data.  The Group also discussed possibly using a hybrid approach that calculated feebates that account for both efficiency and weight.   

It was also noted that car buyers generally buy within set vehicle categories defined by lifestyles and vehicle prices, and the group noted that this might inform development of the Feebate tiers.  There was discussion about whether a feebate structure would actually discourage purchases of less efficient cars, or simply provide a pool of funds to incentivize purchases of more efficient ones.  One member pointed out that people to pay attention to sales taxes and that when the sales tax was removed on power boats their sales increased dramatically.

It was also questioned whether the Feebate could worsen air quality if its sole mandate were to reduce GHG.  If this were the case, consumers might choose diesel, which could have adverse consequences for air quality. One remedy would be to leave the diesel sales tax at 7% and exempt diesels from participating in the Feebate program. 

A few other points were made during the discussion by one or more Group member:

· The Feebate should use EPA’s weighted MPG as the basis for fuel efficiency. 

· It would be better to have a single adjustment to taxes made at the time of registration (as opposed to the consumer writing one check and then waiting for a rebate in the mail).

· Simplicity is a virtue, as a simple program is easier to sell on the floor of the legislator than a complex one. 

· The Feebate would probably not adversely affect low-income groups as  most low-income buyers tend to buy small, more fuel-efficient vehicles. 

· Leakage may be a problem if Rhode Islanders could go to Massachusetts to buy less efficient vehicles and register them in Rhode Island as used vehicles. The group decided that it would need to learn whether this would be a problem. 

· We need to design the Feebate so that it avoids legal obstacles. This was also considered an avenue for further investigation, and that the Group should get in touch with the Attorney General and The Conservation Law Foundation on this issue.  The Group did not explore the issues raised in the CLF et al. memo on this subject in any detail.

· Would leased vehicles be caught by the feebate?

· The group should research the constituency to determine sources of possible support or opposition that need to be addressed.

· Add Maryland to the list of other states and programs for Tellus to research. 

III. Discussion by Harold Ward, Brown University. 

Dr. Ward said that Jan Reitsma solicited data from the Department of Motor Vehicles (DMV) covering four years of registration data, including the year and model purchased. The data was supplied by DMV the day of the meeting and hadn’t been opened or analyzed as of the meeting.  The Group agreed that if the data set was not usable and DMV couldn’t make it so in short order, that we would use national data rather than purchasing a data set from Polk.

Using the 2002 model year registration data and the EPA efficiency ratings, Ward and his students will derive the median efficiency of the vehicle fleet and distributions, broken down by the # of cars in a given MPG category. Using this, they will project out sales to next year’s class and adjust the structure as a function of what will need to be done in order to arrive at a given goal. These projections will be looked at in a one-tier, two-tier, and multi-tiered designed Feebate systems as discussed above. 

Before adjourning at 3:30 the group moved that the next meeting, originally scheduled for December 4, to December 3 from 1:00 to 4:30. 

To Do:

1. Modeling: Tellus

2. Analyze the data an develop feebate alternatives : Brown University (and Tellus Institute)

3. Investigate areas flagged for further investigation: Tellus

4. Meeting Summary: Raab Associates

5. Agenda for next meeting: Raab Associates. 
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