Electricity Generation, Transmission and Distribution

Join Regional Greenhouse Gas Initiative

Work Plan for Potential GHG Reduction Measure

Lead Staff Contact:  PUC and DEP
Initiative Summary: Examine the potential CO2 emissions reductions associated with joining the Regional Greenhouse Gas Initiative.
Other Involved Agencies: PUC and DEP
Possible New Measure(s):  
RGGI is composed of individual CO2 Budget Trading Programs in each participating state. These programs are implemented through state regulations, based on a RGGI Model Rule, and are linked through CO2 allowance reciprocity. Regulated power plants are able to use a CO2 allowance issued by any of the participating states to demonstrate compliance with the state program governing their facility. Taken together, the individual state programs function as a single regional compliance market for carbon emissions. 

To reduce emissions of greenhouse gases, the RGGI participating states are using a market-based cap-and-trade approach that includes:

· Establishing a multi-state CO2 emissions budget (cap) that will decrease gradually until it is 10 percent lower than at the start

· Requiring electric power generator to hold allowances covering their emissions of CO2
· Providing a market-based emissions auction and trading system where electric power generators can buy, sell and trade CO2 emissions allowances

· Using the proceeds of allowance auctions to support low-carbon-intensity solutions, including energy efficiency and clean renewable energy, such as solar and wind power

· Employing offsets (greenhouse gas emissions reduction or sequestration projects at sources beyond the electricity sector) to help companies meet their compliance obligations

RGGI's phased approach means that reductions in the CO2 cap will initially be modest, providing predictable market signals and regulatory certainty. Electricity generators will be able to plan for and invest in lower-carbon alternatives and avoid dramatic electricity price impacts.

The RGGI Model Rule may be found at http://www.rggi.org/docs/Model%20Rule%20Revised%2012.31.08.pdf
Potential GHG Reduction (Million Metric Tons of CO2 Equivalents): 
RGGI is set up to reduce CO2 emissions 10% below 2005 by 2018.  According to EIA data, CO2 emissions from the PA electric sector in 2005 were 215 million tons, therefore, a 10% reduction would be 12.5 million tons.
Economic Cost: [Identify the costs associated with this initiative.  Some things to consider and identify could include:

· Cost to DEP & PUC – The cost will be in terms of staff man hours invested in developing any new regulation, or guidance document, that will be required for this effort.  Also, additional staff time invested by regional office personnel necessary to update permits. 

· Cost to Commonwealth – A study conducted by the University of Maryland (January 2007) evaluated the costs and benefits of participating in the Regional Greenhouse Gas Initiative.  This study can be found at http://www.cier.umd.edu/RGGI/documents/UMD_RGGI_STUDY_Jan07.pdf
The main conclusions of this study indicate that, overall, joining RGGI would only have a limited impact on the economy and electric power markets in Maryland.  Similar conclusions hold for the current RGGI region and affected areas outside this region.
Electricity Bill Impacts:  Overall, electricity bills are forecast to decrease over $100 million in 2010 and more than $200 million by 2025.  This is a result of energy efficiencies, which will lower customers’ demands.  Since the heaviest users will save the most, more than half the savings (between 53 percent and 63 percent) will go to industrial and commercial customers.  On average, a residential ratepayer will see a modest reduction – about $22 savings in 2010 per household.

Overall Economic Impacts:  Will have little net impact on the Maryland economy.  The positive economic impacts from reduced electricity costs and energy efficiency investments are partially offset by reduced investment and profits in the electricity generating sector.  Overall RGGI is predicted to have a positive economic impact on Gross State Product of approximately $100 million in 2010, increasing to about $200 million in 2015 and subsequent years.  This impact is expected to create approximately 1200 jobs across the state by 2010, increasing to 2800 jobs by 2025.  Such positive impacts are less than 0.1 percent of overall Maryland gross state product and employment in all years.   

Implementation Steps: New legislation and new regulation based on RGGI Model Rule is required.
Potential Overlap: Reduced load growth, efficiency at coal plants, and new plant plans
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Instructions for Submittal: New GHG reduction option ideas should be introduced for discussion purposes at the subcommittee level, in the above format (in as much as possible).  The relevant subcommittee chair (after deliberation with the subcommittee members and technical experts) should present a recommendation to the full CCAC to ‘consider’ or ‘not consider’ the new reduction option.  Only a vote of the full CCAC will determine if a new reduction option should or should not be further developed and considered.  DEP will formally assist the CCAC in developing new initiatives after they have been approved for consideration by the full Committee.





Name of Person Proposing New Option:________________________________





Date of Proposal:_____________________________________________________





Subcommittee:_______________________________________________________





Date of Full CCAC Vote:_______________________________________________


				Consider:_________		Not Consider:_________
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