Oregon Has a New Plan for Cutting Climate Pollution
by Cassandra Profita
Oct. 10, 2021 – After years of trying and failing to launch a cap and trade program to reduce carbon emissions economy-wide, Oregon has a new plan to cut some of its biggest sources of climate pollution.
Under orders from Gov. Kate Brown, the Oregon Department of Environmental Quality developed a new set of rules that would cap greenhouse gas (GHG) emissions from fossil fuels and reduce them over time.
The proposed Climate Protection Program would cut emissions from suppliers of gasoline, diesel, propane, kerosene and natural gas 80% by 2050.  By capping emissions from fuels, it targets the state’s largest source of CO2 emissions; cars, trucks and other forms of transportation made up 36% of emissions in 2019.
Under the new rules, companies distributing more than a set amount of fossil fuels would have to reduce their emissions to meet a declining cap.  To meet the target, they would be allowed to bank and trade emission credits that could come from switching to renewable fuels or electricity.
They would also be able to pay for emission reductions in communities that are most vulnerable to climate change, through an investment fund that could help cover the cost of switching to an electric vehicle or reducing home energy use.
DEQ Director Richard Whitman said the Community Climate Investment Fund is designed to be a smarter alternative to the controversial carbon offset options that other programs, like California’s cap and trade system, have that allow polluters to pay for things like sequestering carbon in forests instead of reducing emissions.
“These dollars have to be spent to actually reduce emissions in the communities that are most at risk,” Whitman said.  “What we do not want to see happen is lower-income communities, whether they’re urban or rural, get stuck at the end of this 30-year period with old clunker cars that burn a lot of gas and homes that are drafty and burn natural gas or propane.  Those households really get stuck at the end with potentially paying higher prices.”
Industry groups say price increases for gasoline, diesel, and natural gas will put Oregon businesses at a competitive disadvantage and could drive them out of state.  Mike Freese, who represented the Oregon Fuels Association on DEQ’s rule-making advisory committee, said the threshold for fuel distributors that are subject to the new rules is low enough to include small suppliers that aren’t oil industry giants.  “These are Oregon companies,” he said.  “A lot of them are family-owned and have been for a long time.  And they may have a branded station, but Chevron doesn’t own the station.”
Capping emissions at the distribution level could lead to supply shortages and skyrocketing prices for both fossil fuels and biofuels, Freese said.  “They could build in provisions so we don’t make fuel so expensive it’s unaffordable,” he said.  “Other programs like this have off-ramps.  Why we don’t have one here is hard to understand.”
Whitman said the program allows some flexibility in how companies meet the cap, but there’s no plan to let them off the hook.  “We’re not just talking about targets here that we hope we’ll meet,” Whitman said.  “These are hard caps.  There’s going to be legal consequences for not meeting them.”
Jana Jarvis, president of Oregon Trucking Associations, said the program will significantly increase the cost of the diesel fuel her industry depends on.  “Our problem in this industry is there is no economically viable electric vehicle for us to use,” she said.  “So much of what DEQ is doing through this rule-making will simply add cost without any environmental benefit.”
Whitman argues there’s enough time built into the plan to allow companies to adapt before things get dire.  “We’re not talking about switching people to electric trucks tomorrow,” he said.  “We’re talking about a 30-year effort here.  I was thinking just a little while ago: Where was I 30 years ago and what’s changed over the past 30 years?  That’s how people need to be thinking about this.”
...
DEQ’s new program would also require 13 industrial facilities to develop plans for reducing pollution, using the best available emissions reductions tools.  Apter said that part of the plan falls short, because it doesn’t include any mandatory reductions.  “They might need some kind of a permit or report on their emissions, but there wouldn’t be a requirement for them to reduce them,” she said.
Whitman said the natural gas that many industrial facilities use will be covered under the program’s caps, so some industries will be regulated indirectly by those rules, in addition to the requirements to implement the best available emissions reductions.
The rules could also change as DEQ finalizes them for approval by the Environmental Quality Commission.  A staff recommendation will weigh in on calls to make the program targets more or less aggressive, Whitman said, and the EQC will make the final decision.
Earlier in its development, the program was criticized for leaving out natural gas-fired power plants.  But those will now be regulated under an ambitious new law that would cut emissions from electric utilities down to zero by 2040.
Whitman said existing regulations, like the Oregon Clean Fuels Program and requirements to phase out coal-fired power, are already reducing emissions.  A modeling study found that the state is already on track to achieve a 30% reduction in GHG emissions by 2050 with existing programs.
An assessment of the Clean Fuels Program shows the mandatory 5% reduction in carbon intensity resulted in fuel price increases of about 4¢ per gallon.  That program is scheduled to ramp up to a 25% reduction by 2035, Whitman said, and that’s going to be part of meeting the larger goal of 80% reductions by 2050.
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