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The Transportation and Land Use Working Group has met twice so far during phase III of the RIGHG stakeholder process on October 30th, and December 19th, 2003.  Thus far, the Working Group has developed the following recommendations for the Stakeholder Group:

1. CA LEV

2. Executive Order for Clean State Fleets

3. TOD and Affordable Housing

In addition, this memo provides an update of the Groups’ progress on the Vehicle Efficiency Incentive Program (VEIP), and proposed draft legislative language is attached in Appendix A.

Recommendations:

1. California Low Emission Vehicle Program (CA-LEV)

Greenhouse gas emissions from the transportation sector represent about 40% of Rhode Island’s GHG emissions.  A way to reduce GHG emissions from the transportation sector is to assure new vehicles emit greenhouse gases less than would otherwise be expected.  

The federal government sets new vehicle emission standards except that California may set standards for vehicles sold in California. California has traditionally adopted emission standards that are stricter than the federal standards.  Other states may adopt standards that are identical to California’s.  Rhode Island adopted California’s vehicle standards in 1996, but in 1999 allowed automobile manufacturers to comply with that requirement by complying with the National Low Emission Vehicle Program (NLEV).  Rhode Island’s commitment to the NLEV program as a compliance option ends with the 2006 model year, thus allowing Rhode Island to again adopt the California Low Emission Vehicle (LEV) program.  No further action will result in the Tier 2 federal program becoming the operative standards.

The Department of Environmental Management has proposed that the Rhode Island Greenhouse Gas Stakeholder process endorse the Department proposing regulations that would adopt the California Low Emission Vehicle Program including the Zero Emission Vehicle component.   

The Transportation and Land Use Workgroup has reached the following conclusions and recommendation:

Conclusions:

· Massachusetts, Maine, New York and Vermont have adopted the California Low Emission Vehicle Program and other states in the northeast are considering adoption.

· The LEV program provides reductions in GHG emissions as well as other air pollutants above and beyond the Tier 2 program.

· The benefits of the LEV program over the federal program will increase over time.

· Adoption of the LEV program will assist Rhode Island in meeting its GHG emission reduction targets and other air quality goals.

Recommendation:

· The Department of Environmental Management should propose regulations that adopt the California Low Emission Vehicle program, including the Zero Emission Vehicle component, beginning with model year 2008 in Rhode Island.

· During DEM’s rulemaking process, DEM will carefully evaluate costs and benefits of adopting CA-LEV II, including GHG benefits and lifecycle costs of the program.
In Support:
The recommendation was supported by the following organizations:  DEM, RIPTA, RI Statewide Planning, State Energy Office, Sierra Club, DMV, CLF, AAA, RIPIRG, Brown University, NESCAUM, and NE Gas.

In Dissent:
The Alliance of Auto Manufacturers dissented because it’s modeling disagrees with NESCAUM’s and concludes that there are no significant criteria pollutant, GHG, or Air Toxic benefits to CA LEV over Tier II federal standards.

The RI Auto Dealers Association also dissented, adding that not enough evaluation has been done regarding benefits of CA-LEV.

2. Clean State Fleets 
With direction from the Working Group, Coralie Cooper of NESCAUM has drafted an executive order to continue to improve the efficiency of state fleets.  

This document is currently being finalized.  The updated version will be sent to the Stakeholder Group as soon as possible.

3. Transportation Oriented Development (TOD) & Affordable Housing

A Brown graduate student team evaluated the feasibility of TOD associated with plans to extend commuter rail to Kingston and Westerly stations in 2007.  They concluded that Westerly is ideal for TOD, because it has the necessary infrastructure to support dense mixed-use development and the town could benefit from more productive use of space to the north of the station.  Kingston, on the other hand, lacks infrastructure and is not slated for development in the S. Kingstown comprehensive plan until after Wakefield and Peacedale are more fully developed.  The Brown team recommended that the Westerly site would be appropriate for affordable housing, since low-income residents are particularly in need of transit because they often do not own cars.  
The team recommended, and the Transportation/Land Use Working Group agreed, that the current legislative allowance for private developers to streamline proposals for development by exclusion from certain local reviews (as long as the housing accommodated 20% affordable housing) should be restricted to areas that are now or will soon be served by transit.  This recommendation, if approved by the Stakeholders, should go to the Affordable Housing Task Force, the Legislature and the Governor.  

Progress Update:  Vehicle Efficiency Incentive Program (VEIP)

The Transportation and Land Use Working Group (TLU WG) has met twice to discuss modifying the VEIP proposal developed during Phase II based on input from a Brown student project and advice from the WG’s new consultant Dan Meszler, Meszler Engineering.  In addition, the WG has been joined by the DMV, Auto Retailers Association, and Auto Manufacturers Association.  Finally, DEM and DMV have consulted with the Department of Revenue.  
The TLU WG appears to be converging on numerous likely proposed revisions to the VEIP as it was last reviewed by the Stakeholders and seeks the Stakeholders’ counsel in several other areas where choices must still be made.  The Working Group plans to continue to work on the VEIP and provide the Stakeholders Group with formal recommendations after its next meeting.  Working Group members have not yet identified a Legislative sponsor for the VEIP.

Likely Proposed Revisions:

· Base the financial structure on fuel consumption (i.e. gallons/mile) rather than fuel economy (miles/gallon), because consumption is directly proportional to carbon emissions.

· Apply the program only to new light-duty vehicles at the time of first RI registration.  Attempts to evade fees by purchase of slightly used inefficient vehicles out of state are unlikely because sales tax would need to be paid twice.

· Offset fees and rebates against sales tax.   In most cases, rebates will be less than the sales tax, so that the State will rarely need to write checks.

· Monitor progress toward the GHG emissions reduction goal by comparing gasoline sales with sales in 1990.   Monitor change in the efficiency of the new car fleet by tracking the net balance between fees and rebates.

· At the levels of fees and rebates the TLUWG has been discussing, there appears to be no need for dead zones or caps.

Remaining Decisions:

1) At what level of fuel economy should there be no fee or rebate – i.e. what is the “zero point”?  Note that if the zero point is set too low, and the average efficiency of the new car fleet exceeds the zero point, the program will lose money.  On the other hand, if the zero point is set significantly higher than what the average of the new car fleet turns out to be, the program will have a significant surplus of fees over rebates.  Also, setting the zero point too high will mean that many more new car purchases will pay a fee rather than receive a rebate, decreasing the likely political feasibility of the approach.

2) What should be the amount of fee and of rebate per gallons per 100 miles – aka as “the slope”?  The higher the slope, the greater the financial incentive to purchase a more efficient vehicles, and the effects with not setting the zero point correctly are magnified.  The TLUWG has been discussing zero points in the range of 23 – 26 mpg, and fees in the range of $250 - $1000/gal./100 mi.  We urge all stakeholders to go to:  http://envstudies.brown.edu/Classes/ES201/2003/VEIA/index.htm
and use the spreadsheets listed there to test the effects of these choices.

3) A successful VEIP will reduce the sales of gasoline and consequently will reduce revenues from the gasoline tax.  Since RIPTA currently is funded in part from the gasoline tax, the TLUWG would like to find a way to protect these revenues, and wonders if a relatively modest increase in the gasoline tax rate to offset lost tax revenues would be politically feasible.  Note however that gasoline consumption is a function of the efficiency of the RI fleet and of the total VMT, the latter of which appears to be influenced by the state of the economy.

4) Any increase in the total vehicle miles traveled in RI means that there will need to be an offsetting higher efficiency in the RI vehicle fleet in 2020 if the 10% emissions reduction goal is to be met.  If VMT increases at 1%/year, the fleet average in 2020 needs to reach 30 mpg, while if the increase is 2% (the estimate in the 2020 Transportation Plan), the fleet average must reach 36 mpg.  The GHG Reduction spreadsheet at the website given above can be used to model the effect of various VMT estimates.

5) The EPA does not report fuel economy for vehicles weighing more than 8,500 pounds.  If such vehicles (e.g. the Hummer) are excluded from the VEIP, there will be a perverse incentive created to buy a less efficient rather than a more efficient vehicle.  One possibility is to assess all of the heavier vehicles at the same rate as the least efficient truck for which EPA provides fuel economy data – but this has the effect of capping fees and reducing incentives to avoid the least efficient vehicles.  

Draft legislation that incorporates the revisions listed here as well as proposing language for some of the “remaining decisions” is attached as Appendix A.  

Appendix A

Draft VEIP Legislation

Model Legislation, Under Development by the Rhode Island Greenhouse Gas Transportation and Land Use Working Group

22 January 2004 

DRAFT WORK IN PROGRESS

AN ACT

Relating to a Motor Vehicle Efficiency Incentive Program

It is enacted by the General Assembly as follows:

SECTION 1. Chapter 31-3 of the General Laws entitled “Registration of Vehicles” is hereby amended by adding thereto the following section:

31-3-4.1 Greenhouse gas emissions surcharge and credit. – 

(a) The General Assembly finds and declares 

(1) that the combustion of fossil fuels in the transportation sector, particularly in light duty vehicles, is a leading source of the greenhouse gases that are a primary cause of global warming, 

(2) that global warming threatens the lives and property of Rhode Islanders as it contributes to rising sea levels, more frequent and intense storms, and increased prevalence of disease; 

(3) that the New England Governors and Eastern Canadian Premiers have pledged to reduce greenhouse gas emissions across the region to 10% below the 1990 level by 2020, that a Rhode Island Greenhouse Gas Stakeholder Process convened by the Rhode Island Department of Environmental Management and the Rhode Island State Energy Office with representatives from over 30 Stakeholder organizations has developed a Greenhouse Gas Action Plan that includes a Vehicle Efficiency Incentive Program to effectuate this pledge, and that these Stakeholders agreed that the state should implement a vehicle efficiency incentive program designed to contribute to the aforesaid goal of reduction by 2020 of greenhouse gas emissions from light-duty vehicles registered in Rhode Island;

(b) The purpose of this section is to provide incentives for Rhode Islanders to purchase low greenhouse gas-emitting 
light duty vehicles.

(c) The Division of Motor Vehicles (hereafter “Division”), in conjunction with the Department of Environmental Management (hereafter “Department) is directed to develop, promulgate and enforce by June 1, 2005, Vehicle Efficiency Incentive Regulations that shall apply to the registration in Rhode Island of all new light duty vehicles of model year 2006 and later. 

(d) The following words have the meanings indicated: 

1)  "Fuel economy" has the meaning stated in § 4064 of the Internal Revenue Code for combined fuel economy, as determined and adjusted by the U. S. Environmental Protection Agency (EPA) to account for the difference between controlled laboratory conditions and actual road driving pursuant to 40 CFR § 600 .

2)  “Gallons/100 miles” means the inverse of the fuel economy multiplied by 100.

3)  “Light duty vehicles” (LDV) shall include passenger cars, light duty trucks, sport utility vehicles (SUV), minivans and pick-up trucks of less than 8,500 lb gross vehicle weight rating and any vehicle between 8,500 and 10,000 pounds gross vehicle weight rating that is designed primarily for personal transportation and has a capacity of up to 10 persons, but shall not include vehicles registered pursuant to § 31-1-3(c) ("Authorized emergency vehicle"), § 31-6-6 (“Vehicles exempt from registration fees”), or § 31-6-8 (Disabled Veterans) of this title.

4)  "Model year" has the meaning stated in § 4064 of the Internal Revenue Code.  

5) “Zero-point” means the fuel economy for which no fee will be assessed or credit awarded. 

(e)  The Department shall set a zero-point for each model year as necessary in order to reduce sales of gasoline in Rhode Island in 2020 to 90% of the amount of gasoline sold in Rhode Island in 1990.

(f) In conjunction with the fees imposed under § 31-6-1 of this title, a greenhouse gas emissions surcharge or credit shall be imposed under this section based on the fuel economy rating of the light duty vehicle.  Vehicles subject to this section, but without a fuel economy rating shall be assessed a surcharge or credit in accordance with § 31-3-4.1(g)(2) of this title.

 (g) A greenhouse gas emissions surcharge shall be imposed on all new light duty vehicles of model year 2006 and later, registered after July 1, 2005 that have a fuel economy rating that is less than the zero point set by the Department for that model year.  For model year 2006, that combined fuel economy rating will be X
 miles per gallon.   This is a one-time surcharge imposed at the time new vehicles receive their first Rhode Island title under the provisions of § 31-3-2 of this title. 

(1) The greenhouse gas emissions surcharge for a particular new light duty vehicle shall be an amount obtained by multiplying:

(a) $Y
 for model year 2006 or a fee to be set by the Department for subsequent model years; and

(b) The absolute difference between the gallons/100 miles at the zero point and the gallons/100 miles for a particular vehicle as calculated from fuel economy data published by EPA.

(2) For those light duty vehicles for which fuel economy is not determined by EPA because the gross vehicle weight rating is greater than 8500 pounds, the surcharge shall be set at the maximum rate for the lowest fuel economy light duty truck that is evaluated by EPA. 

(h) A greenhouse gas emissions credit shall be granted for all new light duty vehicles of model year 2006 and later, registered after July 1, 2005, that have a fuel economy rating that is higher than the zero point set by the Department for that model year.  This is a one-time credit granted at the time such vehicles receive their first Rhode Island title under the provisions of § 31-3-2 of this title.  The greenhouse gas emissions credit shall be the amount obtained by multiplying: 

 (1) $Y
 for model year 2006 or as set by the Department for subsequent model years; and

(2) The absolute difference between the gallons/100 miles at the zero point and the gallons/100 miles for a particular vehicle as calculated from fuel economy data published by EPA. 

(i) For vehicles not fueled by gasoline, the rated fuel economy shall be multiplied by the full fuel-cycle greenhouse gas emissions of the non-gasoline fuel divided by the full fuel-cycle greenhouse gas emissions of gasoline (expressed in gallons/100 miles of gasoline) as provided by EPA. 

(j) The collection of fees and the provision of credits from the Vehicle Efficiency Incentive Program will be administered by the Division or by their agents at the point of registration of a new light duty vehicle, under the provisions of § 31-3-2 of this title.   As an exception to the requirements of § 31-6-13, the proceeds collected under this section shall be deposited in a separate account maintained by the Division of Taxation of the Department of Administration and the balance in this account shall be reported monthly to the Department. 

 (k) The funds collected from the greenhouse gas emissions surcharge imposed under this section shall be used to fund the greenhouse gas emissions credits granted under this section. All remaining funds shall be used to administer the program, to provide education pertaining to the Vehicle Efficiency Incentive Program and to provide a reserve as a contingency fund. 

 (l) The Department shall use the account authorized in (j) of this section as a measure of progress toward the reduction in carbon emissions, and may make such assumptions as to future consumer behavior as the Department deems necessary; provided, that the Department shall annually adjust the credit and surcharge rates as necessary so the net proceeds collected for all new light duty vehicles shall provide sufficient funds to conduct and administer the program over time, as stated this subsection. 

(m) For model years 2007 and later, before sales of new model year light-duty vehicles begin, the Department of Environmental Management shall determine the dollar amount/gallons/100 miles described in sections (g) and (h) as necessary to meet the goal set in section (e) of this title.   

(n) Motor vehicle dealers and the Division shall prominently display in their places of business the information prescribed by the Department to inform consumers of the greenhouse gas emissions surcharge and credit program.  

(o) A motor vehicle dealer shall prominently display on any light duty vehicle of model year 2006 or later, on a form prescribed by the Department, to inform consumers of the surcharge or the credit for a specific light duty vehicle, and shall be in substantially the following form:

"For this vehicle, a Rhode Island Motor Vehicle Efficiency Incentive Program surcharge is $__________ or the Rhode Island Motor Vehicle Efficiency Incentive Program credit is $__________.”

 (p) The Department of Administration’s State Energy Office may adopt regulations to implement an education program to inform consumers about the Rhode Island Vehicle Efficiency Incentive Program under this section.

 (q) Severability and Construction;  If any provision of this section or its application to any person or circumstances is held invalid, the invalidity does not affect other provisions or applications of this of this section which can be given effect without the invalid provision or application, and to this end the provisions of this section are severable.  The provisions of this section shall be liberally construed to give effect to the purposes thereof.

(End of Bill)
� This Conclusion is supported by NESCAUM’s modeling, but not by the Alliance of Auto Manufacturers’ modeling.


�  The Working Group is still analyzing and considering a zero point in the range of 23 to 26 mpg.


� The Working Group is still analyzing and considering fees and rebates in the range of $250 to $1,000.


� The Working Group is still analyzing and considering fees and rebates in the range of $250 to $1,000.
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