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Background

• Capping emissions from only existing sources raises 
generation costs relative to costs of new sources that are 
excluded from the cap. 

• Under these circumstances, generation may shift from 
existing to new sources with an associated increase in 
emissions outside the emissions cap. 

• Emissions leakage can be reduced by lowering costs for 
existing sources to make them more competitive. 

• More generation from existing sources reduces use of new 
sources and helps reduce leakage.
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Outline

Our comments are grouped into three categories
• Allowance Allocation
• Requirements for State Compliance Plans
• EPA Implementation of the Clean Power Plan
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Presenter
Presentation Notes
Several of our comments are informed by the findings in model results and to learn about our modeling related to this issue I invite you to join us for an event that we’re having here also joint with our colleagues at EPRI about Clean Power Plan modeling on February 11 where my colleague Anthony Paul will explain our most recent CPP modeling efforts and the findings that inform these comments.



Comments on Allowance Allocation (1)

1. EPA should make the New Source Complement an element 
of the mass-based model rule (MR). The federal plan (FP) 
should retain the mass-based option for states. 

2. If EPA chooses not to require states that use a mass-based 
approach to adopt the New Source Complements, then 
EPA should require updating allocations for all allowances. 

3. EPA should recognize that updating allocation to existing 
natural gas combined cycle (NGCC) units and new 
nonemitting units reduces leakage to new NGCC units. 
• Updating allocation to all affected units achieves comparable 

results and may have advantages. 
• Updating allocation to existing nonemitting sources is not an 

effective leakage mitigation strategy. 
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After 2 explain updating allocations…grandfathering gives allocations based on generation in the past.  Updating awards allowances based on current activity and thus can be used to provide an incentive to generators to operate.  



Comments on Allowance Allocation (2)

4. If EPA does not require coverage of new sources in 
the MR, EPA should 
• reduce the delay between generation and allocation 
• eliminate the threshold on utilization. 

5. Any free allocation in the MR/FP not based on 
updating should not focus exclusively on 
generators but instead be directed either to 
• local distribution companies on an updating basis or 
• generators. 
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Presentation Notes
Comments 4 and 5 related to timing of updating, use of thresholds and alternatives to grandfathering of allowances (if updating is not the method of choice)



Requirements for State Compliance Plans

6. States that attempt to demonstrate emissions equivalence 
in their plans should use an appropriate baseline 
assumption for other states’ actions, and should be 
compelled to evaluate “other environmental outcomes”.

7. States that do not use the new source complement 
should be required to build effective programmatic energy 
efficiency into their compliance plans as a measure to 
reduce leakage. 

8. The MR and FP should require the use of 
consignment sales for entities that receive free 
allocation to build program confidence and 
transparent compliance.
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Presentation Notes
Comment 6 relates to the nature of the test states must perform to demonstrate their plan does not cause leakage.

Comment 7 envisions a role for effective energy efficiency to combat leakage.


IN a different vein, comment 8 is about making the costs of using emissions allowances under a mass based approach more transparent.  Here we recommend that the model rules and federal plan should….  Consignment sales have been used for many years for a portion of Title IV allowances and are also used in the AB32 program in California and have definitely contributed to transparency and price convergence in both settings.



9. EPA should provide greater certainty by affirming 
the schedule for reconsideration of the New Source 
Performance Standard under section 111(b).

10.EPA should commit to a schedule for program 
review of 111(d).

EPA Implementation of the Clean Power Plan
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Last two comments are related to EPA’s implementation of the CPP and I want to draw your attention in particular to #9.

NSPS rules are presumptively reconsidered every 8 years and while EPA rarely sticks to this schedule, it might be expected to in this arena where technologies are changing rapidly. If EPA does a review in 8 years and sources that are now new become existing and states that did not take the New Source Complement originally do not get to ask for it later, states may be swayed toward being more comprehensive in their regulations initially and investors may think twice about building a new unit that may not be indefinitely out from under a cap.  Providing this type of regulatory certainty could help to mitigate leakage to new units.



• Robust evaluation of energy savings is crucial to the 
environmental integrity of a rate-based state plan

• In recognition of that fact, EPA issued proposed Guidance 
on Evaluation, Measurement and Verification (EM&V) of EE.

• I offer several recommendations but highlight two here:
• The EPA EM&V guidance should be a living document that 

accommodates future advances in EE programs, policies, and 
technologies as well as new developments in program evaluation.

• EPA should provide incentives for greater use of experiments and 
empirical approaches for evaluating EE programs within the states.  
Such approaches do a better job of attribution and of capturing 
behavior responses to EE interventions.

• For more information see www.rff.org.

Comments on Energy Efficiency (EE) EM&V Guidance
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Comments today have been focused on mass based plans, but rate-based options still exist.

http://www.rff.org/
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