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he mere mention of the words Cap and Trade in 
California and people just tune out because it 
sounds too complicated to understand. While it is 

complicated, it is nevertheless understandable.  

What we’re learning about the California’s Cap and Trade 
program is that it is ending up as a giant government program 
to socialize the extraordinarily high rates that will be added to 
your electricity, natural gas and water bills from shifting to 33 
percent green power in California by 2020.  

Plans are in the works to include some form of rebate in your 
water and power bills for the higher cost of green power.  But 
it will be politically determined who gets larger or smaller 
rebates.  According to a report by the think tank Next 10, low-
income and low-volume energy users are insulated by law 
against any energy increases in their utility bills due to the 
high cost of Green Power.  So it will be the middle class that 
ends up bearing the higher costs for green power for lower-
income communities.  

By socialized electricity rates is not meant the placing of 
power companies under government ownership or control.   
What is meant is the spreading of higher energy costs from 
rebates by a formula to be politically determined.  Assembly 
Bill 32, the Global Warming Solutions Act of 2006, did not 
nationalize or socialize the means of producing electric power.  
But it will be socializing or spreading the higher cost of green 
power to the middle class.  

Usurping Supermajority Democracy for Taxes?  

But this raises an issue: Who brought to the voters a bill or 
ballot proposition to socialize electricity rates resulting from 
expensive green power?   Answer: No elected legislator has 
publicly stated that the intent of Cap and Trade was to 
socialize power rates.  But that is the apparent end result.  

For any “tax, charge, levy, or tax allocation,” didn’t 
Proposition 26, passed in 2010, require a two-thirds vote of the 
electorate?  

The problem is that AB 32 was passed not by the people, but 
by a majority vote of the state legislature and signed by the 
governor in 2006.  

AB 32 authorized the California Air Resources Board to adopt 
rules for what is called a Cap and Trade program at a later 
date.  Cap and Trade is a program that requires industrial and 
utilities to buy pollution credits in an auction.  The proceeds of 
that auction would be collected by CARB. 

Recent Usurpations:  

•The Strategic Growth Council, authorized under AB 732, in 
2008 ( which) would reallocate the proceeds of the Cap and 
Trade auctions to reduce high utility bills and fund anti-
pollution projects.  The Strategic Growth Council was 
originally funded by $500,000 from Prop. 84 — the Water 
Bond Act of 2006.  

•CARB adopted the Cap and Trade portion of AB 32 on Dec. 
17, 2010.  

•AB   32: Global Warming Solutions Act: Passed 2006, 
Authorizes   shift to 33% green power and Cap and Trade 
emissions trading , passed by majority vote of state legislature 
and signed by governor. 

•AB 732: Amend Public Resources Code relating to 
environment and making appropriations therefor ;passed 
September 30, 2008; Authorizes   the Strategic Growth 
Council to coordinate air quality programs & award   financial 
assistance to meet goals of AB 32.  Used funds from Water 
Bond Act of 2006 to set up Strategic Growth Council.  Passed 
in State Assembly by 60% vote 45 to 30; passed in State 
Senate by 57% vote 23 to 14.  Approved by Governor 
Schwarzenegger Sept. 30, 2008. 

 

Continued on page 2 . . . 
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 State Could Use Cap & Trade As Huge Slush Fund 

•Prop. 26: Supermajority to Pass New Taxes and Fees: passed 
November 10, 2010; Requires two-thirds supermajority vote in 
legislature for any new “taxes, levies, charges, or revenue 
allocations” Approved by 52.5% of the voters. 

•Cap & Trade Portion of AB 32 adopted by California Air 
Resources Board (CARB): December 17, 2010; Rules for 
setting up an auction for trading pollution allowances; 
approved by vote of unelected members of CARB Board of 
Directors. 

•AB 2404: Local Emissions Reduction Fund: Pending in 
committee in the State Assembly; Requires revenues collected 
from pollution allowances to be deposited with CARB for 
further appropriation by Legislature; Only majority vote 
required. 

But Prop. 26, limiting any new “taxes, charges, levies or tax 
allocations,” passed by a vote of 52.5 percent on Nov. 10, 
2010.  So there has been no vote about either Green Power or 
Cap and Trade.  

But does Prop. 26 restrict CARB and the Strategic Growth 
Council from collecting pollution taxes under the guise of an 
auction and then redistributing the proceeds to reduce the high 
cost of Green Power?  To answer this question, we contacted 
reputable legal experts. An agency which “implements” a fee 
under an existing law passed in 2006 does not probably require 
a supermajority vote under Prop 26.  

Cap & Trade Energy Rebates Could Backfire  

However, this may not mean that any piece of subsequent 
legislation adopted by the Legislature can go beyond the intent 
of AB 32 and Cap and Trade.  There are several bills in the 
legislature queuing up to tap Cap and Trade proceeds to fund 
“schools, hospitals, affordable housing,” etc. Gov. Brown has 
also proposed tapping Cap and Trade funds to finance the 
California High-Speed Rail. Neither of these is likely to be 
considered a legal use of Cap and Trade funds at this time.  

But what is being considered a legal use of the $6.25 to $12.5 
billion per year in Cap and Trade taxes is energy rebates to 
“customers” and funding for a stimulus program of home 
energy efficiency projects. Ratepayers would get rebates to 
reduce the shock of high Green Power costs; or they would get 
home insulation grants or loans.  

The California Energy Commission estimates 40 percent of the 
state’s housing stock already is energy efficient due to Title 24 
Building Energy Efficiency regulations adopted in 1978 under 
AB 758.  The 60 percent of older housing, commercial and 
industrial building stock built prior to 1978 would be the likely 
target for Cap and Trade building energy improvement 
projects.  

Assembly Bill 1103, authored by Assemblywomen Lori 
Saldana, D-San Diego, and passed in 2007, would require 
owners and operators of non-residential buildings to disclose a 
building’s energy performance ratings to any prospective 

buyers, tenants, or even lenders financing any building sale.  
AB 1103 would assign “benchmark” energy ratings to 
buildings and would encourage building owners to “upload” 
their rating to the U.S. Environmental Protection Agency’s 
Energy Star Portfolio Manager each year.  Electric and gas 
utility companies would be required to upload all energy 
consumption data on each building into the same database.  
There is no exemption provided in this bill for historical 
properties, churches or “as-is” real estate transactions.  

The California Public Utilities Commission has been requiring 
regulated public utilities to offer home and commercial energy 
efficiency rebate programs since the oil embargo and resulting 
energy crisis of the mid-1970’s.   California’s Statewide Multi-
family Housing Energy Efficiency Rebate Program completed 
retrofits on 330,437 apartment units alone from 2005 to 2006 
at a cost of about $50 million.  

According to the U.S. Census, there are 4,199,785 apartment 
units in California.  Almost 8 percent of those were retrofitted 
with energy efficiency improvements from just 2004 to 2006.  
How California could suck up $6.25 to $12.5 billion per year 
in more building energy improvements, as recommended by 
the University of California, Berkeley and Next-10, is 
questionable.  

Of the 18 spending options for Cap and Trade proceeds 
recommended by the think tank Next 10, five of them involve 
building energy efficiency improvements.  As already stated, 
these have been undertaken by public utilities for decades and 
would be redundant to their ongoing programs.  

Offsetting general fund expenditures is probably legally 
excluded at this time. The State Legislative Office has already 
recommended against using Cap and Trade taxes to fund high-
speed rail.  

Establishing a green bank could lead to a repeat of another 
bubble like the mortgage sub-prime loan program.  If energy 
bill rebates are implemented ratepayers may believe that 
energy costs are lower and use more energy.  Or ratepayers 
may believe that if they use more energy that they will receive 
more rebates.  Thus, Cap and Trade could backfire.  Sending 
monthly rebates to energy customers separately might raise 
public perception problems of why utility rates were raised in 
the first place and then absurdly rebated back to them.  

In short, California evidently doesn’t yet know what to do with 
huge amount of taxes that will be collected from industries and 
utilities under Cap and Trade.  As with all complex public 
policies, there is still a large amount of uncertainty as to the 
outcome of California’s Cap and Trade program.  And the 
unintended negative consequences that could arise from such a 
program are a growing concern.       

This article is used with permission from Brain Calle of Calwatchdog .The piece was originally 
published on Calwatchdog.com, the investigative journalism project of the Pacific Research 
Institute (www.pacificreascearch.org ) The author is Wayne Lusvardi. (Wayne Lusvardi is a 
political commentator and writes for CalWatchdog).  
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Eco-Tyranny – A Book to Awaken and Inform 

ournalist-meteorologist Brian Sussman’s new 
book Eco-Tyranny: How the Left’s Green 
Agenda Will Dismantle America is a must-read 

for all those who wish to be informed about current public 
policy decisions.  Moreover this important book is a wakeup 
call for everyone who has been lulled by the current attack 
on our civilization by seemingly benign green organizations, 
such as the Sierra Club, Center for Biological Diversity, and 
the plethora of green events mongers who sponsor a variety 
of propagandistic initiatives in our schools, universities, and 
communities. 

Sussman, who had been a TV weather forecaster, is host of a 
conservative radio talk show on San Francisco’s KSFO AM.  
To be a successful host of a radio talk show in such a 
stridently leftist market requires both talent and resilience.  
The 240-page book is extremely readable and contains 
several interesting backup appendices documenting various 
federal attacks on the economy and American life.  For those 
who like original sources and backup, it contains detailed 
footnotes for each chapter.  The book also contains a very 
helpful subject index at the back.  Providing perspective, the 
book explains how many of the burdens and threats we are 
experiencing locally are derived from a much broader 
national and international policy context. It clearly 
demonstrates how our exponential expansion of regulations, 
taxes, fees and debt are based in historic national and 
international socialist ideology. 

One of the most intriguing chapters depicts life in the United 
States as it would be in 2050 if the current enviro-socialist 
efforts are fully successful.  Sussman depicts an America 
where most people live in attached housing in urban hubs.  
There are few private vehicles, and most people ride bikes 
and transit to conduct their business.  The author presents an 
imaginary conversation between a traveler who has been 
away for decades and a government “orientation” officer, 
who explains, 

There are still a few people within the hubs that own big, 
traditional homes, the kind you remember.  The owners are 
wealthy, mostly older people, who live in the antiquated 
suburbs, where large single-family houses remain in what 
decades ago were referred to as “subdivisions.”  The vast 
majority of the homes in these neighborhoods were razed 

long ago.  The big real estate killer in the suburbs was the 
smart meter. Once the government began closely monitoring 
carbon footprints and regulating electricity usage, most 
people couldn’t afford the high energy and water bills, 
couldn’t afford the government mandated green upgrades, 
or were just fed up with the constant hassle of having their 
power turned off by the utility company when it determined 
that they were consuming too much energy. … Eventually, 
most suburbanites ended up walking away from their 
mortgages because there was no market for resale.  The 
empty houses were scraped from their foundations, 
basements were filled in with dirt, and the properties 
landscaped with native species. 

Sussman’s imaginary dialog continues.  The government 
guide states (about all the buses and trains and lack of cars), 
“Virtually everyone in the suburbs and some living in 
townhomes or condos own electric, plug-in cars.  They’re 
very expensive to purchase and charge.  That’s why for the 
majority of residents, walking, biking, or public 
transportation are the preferred options.”  The guide boasts, 
“Thanks to the diligent work of the Department of Interior, 
the Environmental Protection Agency, and the Climate 
Change Adaptation Task Force, over the past fifteen years, 
the last remaining outposts of rural America have vanished.” 

The book is organized into two basic parts.  The first traces 
the origins of the green revolution and details its basic 
tenets.  It then carefully explains how it is being rolled out at 
both the national and local levels. In this regard, the book 
contains an incisive chapter on former Vice President Al 
Gore’s attempts of revolutionize society and to promote eco-
tyranny.  Sussman quotes Gore’s call for a “wrenching 
transformation of society”: 

I have come to believe that we must take bold and 
unequivocal action: we must make the rescue of the 
environment the central organizing principle for civilization.  
Adopting a central organizing principle – one agreed to 
voluntarily – means embarking on an all-out effort to use 
every policy and program, every law and institution, every 
treaty and alliance, every tactic and strategy, every plan and 
course of action – to use in short every means to halt the 
destruction of the environment and to preserve and nurture 
our ecological system.  Minor shifts in policy, marginal 
adjustments in ongoing programs, moderate improvements 
in laws and regulations, rhetoric offered in lieu of genuine 
change – these are all forms of appeasement designed to 
satisfy the public’s desire to believe that sacrifice, struggle, 
and a wrenching transformation of society will not be 
necessary.  

Continued on page 4 . . .  

J 

This article was prepared by Mike 
Brown, Governmental Affairs Director of 
the Coalition of Labor, Agriculture and 
Business of San Luis Obispo County. 
Brown has 42 years of state and local 
government experience. 
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One of the great services of Eco-Tyranny is organizing 
quotes, timelines, and subject matter in way that enables the 
reader to see the big picture and integrate subject matter both 
topically and over time.  The Gore quote, above, is one 
example of hundreds contained and placed in context for 
clear understanding. 

Another great service is that the book contains a rich array 
of documented facts (with annotations) to support its points.  
For example, with respect to global warming, the author 
points out: 

There is clearly a deficiency in the way temperatures are 
currently being collected.  However, again, even considering 
the bias in recent years, the earth’s climate has only warmed 
seven tenths of a degree Celsius since 1850 – with most of 
that occurring before 1940.  Again in 1850, the planet was 
un-thawing from the long, frigid little ice age, so some 
warming since then would be expected.  But global warmers 
don’t really want you to observe the hard data; instead they 
demand you look at yourself.  During those sixteen decades, 
the human population has increased from 1.1 billion to 
about 7 billion; we’ve gone from no gas-powered vehicles to 
roughly 1 billion; and we’ve seen the proliferation of the 
train, plane, natural gas to heat homes, and coal to create 
electricity (all of which emit carbon dioxide).  You are the 
problem, they contend, even though all they have to show for 
it is a paltry seven-tenths of a degree rise in temperature, 
with most of it occurring seventy years ago, and no sign of 
warming since at least 1998. 

One of the most penetrating and alarming chapters, “Green 
Gospel,” explicates the ideological and quasi-religious 
aspects of the environmental revolution sweeping our 
society.  Sussman explains the “spiritualty” known as 
“biocentrism.”  Biocentrism believes that all forms of life 
are equally valuable and that humans are not supreme beings 
to be valued more highly than all other species.  
Consequently, freedom sapping   government actions are 
justified means to protect the end value of the “sacred” 
environment.  In other words, if your decision to turn a cow 
pasture into a cultivated field may disturb an 
environmentally listed rat, you are forbidden from plowing 
or you must pay a mitigation fee to buy a comparable field 
to be used as a habitat conservation parcel.   This is a 
slippery slope.  Tens of millions of people were 
exterminated by their own governments during the 20th 
century on the grounds that the “ends justify the means”.  

The second section of the book provides a very readable 
analysis of the viability of the world’s various energy and 
material resources.  These include solar and wind power, oil 
and gas, nuclear power, and hydropower.  There is also a 
very informative chapter that breaks down and exposes the 
Obama Administration’s attempts to promulgate the green 

agenda. 

Finally, there are a number of policy recommendations 
which can be used as a test for candidates and public policy 
makers. These include: 

• Abolish the Environmental Protection Agency 

• Repeal the Federal Land Policy and Management 
Act of 1976 

• Cede all national parks, forests, preserves, reserves, 
monuments, and landscapes to the states in which 
they are located 

• Abolish the Department of Interior 

• Abolish the Department of Energy 

• Repeal the Endangered Species Act 

• Amend the Outer Continental Shelf Lands Act of 
1953 to ensure that our massive offshore oil reserves 
are available for harvest 

• Reverse all Obama Administration orders to limit 
drilling in the Gulf of Mexico, off the eastern 
seaboard, and in the Alaskan arctic 

• Repeal the National Landscape Conservation Act 

• Abolish all federal legislation regarding the smart 
meter and the smart grid 

• Abolish the Clean Air Act 

• Create legislation allowing the states to go forward 
with nuclear power plant construction 

Eco-tyranny is a great read and a great resource to help push 
back against the massive enviro-socialist political machine, 
which seeks to limit property rights, restructure society, and 
ultimately crush liberty and the American way of life.  It is 
available at the usual online and retail book sources.  

 

 

 

 

The Green Gospel:  Biocentrism 
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he recent recall election supporting the State’s 
pension reforms in Wisconsin and the 
overwhelmingly favorable pension reform votes in 
the City of San Diego and the City of San Jose 

challenge each and every elected official in California. Some 
cities and counties have taken gentle steps (primarily 2nd tier 
pensions which reduce future benefits for new employees). 
So far there has been little leadership from local school 
boards and community college boards on this issue.  Instead 
they continue to propose tax measures to raise even more 
money in the name of “quality education”.  The article 
below exposes the outright dishonesty of the Governor’s 
proposed tax increases. The analogy for local school boards 
and college districts is obvious.  

 
NEW CALIFORNIA TAXES PAY FOR PENSIONS, 
NOT SCHOOLS 

Most Californians would be surprised to learn that 100 
percent of education’s share of the tax increase proposed by 
Governor Jerry Brown will go to pensions instead of 
classrooms. But that would be no surprise to longtime 
observers of the California State Teachers’ Retirement 
System, which administers teacher pensions.  

Here’s why: After retirement, teachers are unconditionally 
guaranteed lifetime pensions by their school districts. 

Everything works out fine if Calstrs, as the retirement 
system is known, earns the investment returns it forecasts 
and from which upfront contributions are derived.  

But if they fall short, school districts must make up the 
difference. Because of compounding, the failure to earn 
forecasted earnings translates into huge deficiencies down 
the road.  

Unfortunately, “down the road” is where school districts are 
now. Because Calstrs has earned only 60 percent of its 
forecasted investment return since 1999, it needs school 
districts to boost contributions by more than $100 billion. 
Worse, Calstrs waited so long to seek more contributions 
that its request is now for an extra $4.5 billion a year, almost 
double the $5 billion a year it already receives in 
contributions.  

School districts can’t come up with such a large amount of 
money without harming classrooms. And while they could 
defer the request (Calstrs has enough cash to meet current 
pension obligations for now), doing so would be very 
expensive because every year that a contribution is deferred 
increases the required contribution amount by 7.5 percent,  
 

Continued on page 6 . . .  

ARE YOU READY FOR PENSION REFORM? 
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compounded. For example, for every $4.5 billion not 
contributed now, more than $9 billion would be required 10 
years from now. Thus it’s much cheaper, and much fairer to 
future generations, to increase contributions now.   

Ignoring Warren Buffett  

That’s where the tax increase comes in. Under California 
law, schools get the first 40 cents of every dollar of state 
revenue. With the state forecasting new revenue of $7 billion 
from the tax increase, that means almost $3 billion a year for 
the schools to use for pensions, or two-thirds of the Calstrs 
$4.5 billion request. A good start to meeting pension costs, 
but none of the tax increase will benefit students.  

How did the teachers’ retirement system get here?  

In short, it failed to take Warren Buffett’s advice. In 1999, 
Buffett said that long-term investors, such as pension funds, 
should assume investment returns of roughly 6 percent a 
year, not far from the actual return earned since then. Had 
Calstrs used his figure for its projections of the fund’s 
growth, it would have required larger contributions from 
school districts, employees and the state, and Calstrs would 
be healthier now.  

But the retirement fund’s board -- made up of the state’s 
chief financial officials and others -- chose to forecast much 
higher investment returns that, as Buffett later pointed out, 
implicitly predicted the stock market portion of the Calstrs 
portfolio to perform 10 times better than stocks did in the 
20th century.  

Even when presented with a chance to help fix the problem, 
the board declined. When I joined the Calstrs board in 2005, 
I pleaded with my fellow board members to forecast more 
reasonable returns and to seek higher contributions. But, 
seduced by rising home and stock prices and not unlike the 
boards of many Wall Street firms at that time, they turned a 
blind eye to investment history and kept forecasts high and 
contributions low.  

To compound the problem, during the real-estate bubble the 
Calstrs board bet more on ever-rising home prices, even 
purchasing land for prospective development. Since then, it 
has earned less than zero on its substantial real-estate 
portfolio and, more important for the school districts on the 
hook for shortfalls, suffered a loss of more than 10 percent a 
year as compared with the return the fund must earn to meet 
its forecasts.  

Increase Masks Problem  

Calstrs is now so far behind its forecast that the stock market 
would have to be almost 2.5 times higher than it is today in 
order for the system to meet that forecast, and from that 
point would have to double every nine years to keep pace. 

As a result, 6 million schoolchildren will get no benefit from 
the proposed tax increase. Worse, unless accompanied by a 
systemic solution, the tax increase will simply mask the 
problem and enable it to grow.  

The problem wasn’t caused by teachers, students, taxpayers 
or California (BSTICA) residents. It was caused by 
politicians who made -- and are still making -- promises 
without contributing sufficient amounts to meet those 
promises.  

It would be nice if we could just collect the shortfall from 
those politicians. But that isn’t possible. Solving the problem 
requires sacrifices from all Californians, which means some 
combination of the steps taken by courageous leaders in 
states such as Rhode Island and Colorado to address the 
source of their pension problems. Those steps include higher 
taxes, lower benefits for newer and current teachers with 
respect to years not yet worked, higher employee 
contributions and lower cost-of-living adjustments for 
retirees.  

No pension problem is in greater immediate need of 
attention than the one at Calstrs. Unless addressed, more and 
more tax dollars will go to pension costs instead of to the 
classroom. In fact, not only would the proposed tax increase 
provide just two-thirds of the Calstrs request but a recent 
study from Stanford University says the system actually 
needs to triple, not just to double, its current contributions. 
That means even less money will make it to the classroom. 

If children are to succeed in this very competitive world, 
they must receive a world-class education. In California, that 
won’t be possible so long as politicians continue to steal 
from them by refusing to address the single most important 
issue affecting school funding. Money from tax increases 
should make it to the classroom, and for that to happen, 
politicians must address pensions. 

(David Crane, a former financial-services executive and a 
Democrat, is a lecturer at Stanford University and president 
of Govern for California, a nonpartisan government-reform 
group. He was an economic adviser to California Governor 
Arnold Schwarzenegger from 2004 to 2011. The Article 
originally appeared in Bloomberg View on April 23, 2012. 

 
 

 

 

Even Less Money Will Make It To The Classroom 
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P.O. Box 13601 
San Luis Obispo, CA 93406 

DONATE!  

We need and appreciate your support!  

Help COLAB protect your property rights!  

COLAB’s mission is to promote the common business interests of its members by providing in-
formation and education on issues which have or may have an impact on its membership.  

To achieve its mission, COLAB will engage in political activities which promote those common business inter-
ests and, in doing so, foster a positive image for agriculture, business, and labor in the community. COLAB 
represents is members before the SLO County Board of Supervisors and any other local or national governing 
body. If necessary, we will take legal or administrative action for the mutual benefit of the members. 

COLAB is a 501 ©(6) non-profit organization. However, by law your donation  is not tax deductible.  

 

 

You may donate by  
sending a check to this address:  
PO Box 13601, San Luis Obispo, CA 93406 


