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Climate change...

m |n the past few decades, the Arctic
average temperature has risen at
almost twice the rate of the rest of
the world. Researchers say the
floating sea ice in the Arctic Circle is
probably on an accelerating, long-
term decline.

m As mountain and land glaciers and
the Greenland Ice Sheet melt, sea
levels will rise, threatening low-lying
populations around the world.

m [nternational science panels attribute
the rise in carbon dioxide to large-
scale burning of fossil fuels since the
Industrial Revolution.
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Presentation Notes
Fig. 3-5: Vernagtferner, Austria. Annual mass balance measurements were initiated on this Alpine glacier in 1964. Since then, the ice loss cumulated to almost 12 metre w.e., with a thickness loss of about 0.5 metre w.e. during 2005. The photos, taken by O. Gruber (1912), H. Rentsch (1968) and M. Siebers (2003), are kindly provided by the Commission for Glaciology of the Bavarian Academy of Sciences and Humanities. 

http://www.grid.unep.ch/news/glacier_melting.php 

World Glacier Monitoring Service: http://www.wgms.ch 
United Nations Environment Programme, Global Environment Outlook: http://www.unep.org/geo/ United Nations Environment Programme, GEO Data Portal: http://geodata.grid.unep.ch 
World Environment Day 2007 www.unep.org/wed/2007/english/ 
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Historical perspective

Atmospheric CO, at Mauna Loa Observatory

m Looking back 1,000 years, -
scientists see natural temperature L ———— W |
ﬂUCtuat.iC)nS up tO the post_ 1974-2008 NOAA/ESAL
Industrial Age.
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m The temperature spike mirrors the
rise of carbon dioxide
concentrations in the atmosphere
and the increase of carbon
emissions from autos and -
industrial sources. ' ‘ J ' 1
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m Carbon dioxide in the atmosphere
has increased 35 percent since
before the Industrial Revolution,
the highest level in the cores
measured.
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Pollution lingering above smokestacks
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Presentation Notes
Total U.S. greenhouse gas emissions in 2007 were 1.4 percent above the 2006 total.  

Total emissions growth—from 7,179.7 million metric tons carbon dioxide equivalent (MMTCO2e) in 2006 to 7,282.4 MMTCO2e in 2007—was largely the result of a 75.9-MMTCO2e increase in carbon dioxide (CO2) emissions. 

There were larger percentage increases in emissions of other greenhouse gases, but their absolute contributions to total emissions growth were relatively small: 13.0 MMTCO2e for methane (CH4), 8.2 MMTCO2e for nitrous oxide, and 5.6 MMTCO2e for the man-made gases with high global warming potentials (high-GWP gases)  (Table 1 below). 

The increase in U.S. carbon dioxide emissions in 2007 resulted primarily from two factors: unfavorable weather conditions, which increased demand for heating and cooling in buildings; and a drop in hydropower availability that led to greater reliance on fossil energy sources (coal and natural gas) for electricity generation, increasing the carbon intensity of the power supply. 

Methane emissions totaled 699.9 MMTCO2e in 2007 (Figure 1 at right), up by 13.0 MMTCO2e from 2006, with increases in emissions from energy sources, waste management, and agriculture. 

U.S. emissions of high-GWP gases, which totaled 176.9 MMTCO2e in 2007, were 5.6 MMTCO2e above the 2006 total. The increase resulted mainly from higher emissions levels for hydrofluorocarbons (HFCs, up by 4.1 MMTCO2e) and perfluorocarbons (PFCs, up by 2.0 MMTCO2e). 

Emissions of sulfur hexafluoride (SF6) were down by 0.5 MMTCO2e.



" SEE———
Emissions of Greenhouse Gases In the
United States 2007

R intemnational Bunkers 131

L |
Yus Temtodes 57 }j

|

Direci Fuel Uses
co, 3,557 = = Lmkcnﬂ;‘:“"
[
Energy Sublotal Greenhouse Gases nfronCOs 6T =
. €0, 2007 Total e
7282 ———

Unadjusted Tolal §

6096  Power Sector | Coal 1,080 e}

Corversion | Matural Gas 376

o Elsciricity | Petrleumn 66 EG’ 1,780 rnduﬂr
24330 | Renawables 12 Folbdon. = } dai
1 D.? BE{I ?-'E]n

Indusirial Procetses
105
i

lothana,
Mitrous QOxidn,
Ot i G
13951

(Million Metric Tons Carbon Dioxide Equivalent)

Source. EIA, 2008

Blue Skies Delaware; Clean A
for Iife



Presenter
Presentation Notes
Source: Estimates presented in this report. CO2 emissions by end-use sector are based on EIA's estimates of energy consumption by sector and on industrial process emissions. CO2 emissions from the electric power sector are allocated to the end-use sectors based on electricity sales to the sector. Non-CO2 emissions by end-use sector are allocated by direct emissions in those sectors plus indirect emissions from the electric power sector allocated by electricity sales. Data are preliminary. Totals may not equal sum of components due to independent rounding.

EIA, 2007  http://www.eia.doe.gov/oiaf/1605/ggrpt/index.html 
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Sea Level Rise

m Climate change is
expected to raise sea
level, change
precipitation and impact
other local climate
conditions.

~1 USEPA published SAP
(4.1), Coastal Sensitivity to
Sea-Level Rise: A Focus
on the Mid-Atlantic Region.
January 2009.

[http://www.epa.gov/climatechange/effe

cts/coastal/sap4-1.html] Elevation Clismusm e Giies MariH34d Tarth Srudies
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Presentation Notes
The Arctic melt is expected to amplify the Earth’s warming: There will be less sea ice to reflect sunlight back into space and more ocean to absorb solar energy. 

USEPA report – HIGHLIGHTS
Rising water levels are already an important factor in submerging low-lying lands, eroding beaches, converting wetlands to open water, and exacerbating coastal flooding.  All of these effects will be increased if the rate of sea-level rise accelerates in the future. 
Most coastal wetlands in the mid-Atlantic would be lost if sea level rises one meter in the next century.  Even a 50-cm rise would threaten most wetlands along the Eastern Shore of Chesapeake Bay. 
Possible responses to sea level rise include seawalls, bulkheads, and other shoreline armoring; elevating buildings and land surfaces (including beaches and wetlands); and allowing shorelines to change and moving structures out of harm’s way.  Those three approaches have very different environmental and social impacts.  
Preparing now can reduce the eventual environmental and economic impacts of sea level rise.  
Some governmental and nongovernmental organizations are already starting to prepare for sea level rise.  


Changing regional climate could alter forests, crop yields, and water supplies. It could also affect human health, animals, and many types of ecosystems.



"
Regional Greenhouse Gas
Initiative

m The Regional Greenhouse Gas Initiative, or
RGGI, is a cooperative effort by Northeastern \
and Mid-Atlantic states to reduce carbon
dioxide emissions — a greenhouse gas that ME '
causes global warming.

m The states developed a regional strategy for
controlling emissions. This strategy will more
effectively control greenhouse gases, which
are not bound by state or national borders.

m Central to this initiative is the implementation of
a multi-state cap-and-trade program with a
market-based emissions trading system.

m The program will require fossil-fuel fired electric
power generators (= 25 MW) in participating
states to reduce carbon dioxide emissions.
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Background

m Invitation from NY Governor Pataki (April 2003)
m Program Launch (July 2003)
m Action Plan developed (September 2003)

m Staff Working Group Package Proposal (August
2005)

m Memorandum of Understanding signed by
Governors (December 2005)

m Model Rule published (August 2006)
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Auction 1 - RGGI CO
MA, ME, MD, NH, RI {September 2008)

Delaware adopts Regulation 1147 — CO, Budget Trading Program
(December 2008)

Auction 2 - RGGI CO, Allowances offered for sale by all 10 RGGI
states (December 206

RGGI CO, Budget Trading Program first compliance period begins
(January 5009

Auction 3 — scheduled March 18, 2009
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Allowances offered for sale by 6 states - CT,


Presenter
Presentation Notes
In the second "pre-compliance" auction, all of the 31,505,898 allowances offered for sale on December 17, 2008, were sold at a clearing price of $3.38 per allowance.  The demand for the allowances was strong with a total quantity of 108,709,000 allowances demanded, which was almost 3.5 times the available supply for this second auction.  The auction raised 106.5 million dollars for use by the ten RGGI states. These states will invest auction funds in energy efficiency and renewable energy technologies, as well as other programs to benefit energy consumers.

In the first "pre-compliance" auction, all of the 12,565,387 allowances offered for sale on September 25, 2008 were sold at a clearing price of $ 3.07 per allowance. The auction raised 38.6 million dollars for use by the six RGGI states that offered allowances for sale during that first auction. 
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RGGI Program Goals

m Stabilize GHG emissions
m Create a market for carbon

m Demonstrate a state-led regional program can
work

m Professional, predictable auction model

m Aggressive investment in energy efficiency and
renewables

Blue Skies Delaware; Clean JAir
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Presentation Notes
The cap-and-trade system allows companies that exceed expectations to sell allowances to those that are unable to meet set targets. Actual emissions fall because the ceiling is progressively lowered. 

Beginning in 2009, emissions of CO2 from power plants in the region would be capped at current levels -- approximately 188 million tons annually -- until 2015.

The states would then begin reducing emissions incrementally over a four-year period to achieve a 10 percent reduction by 2019. 



S
RGGI Design Principles

m Reduce CO, with flexible, market-based
program to achieve least cost reductions.

m Create model for federal program.

m Maintain electricity affordability, reliability and
fuel diversity.

m Make expandable to other states.
m Build on programs in place.
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Presentation Notes
Based upon the earlier experience in transitioning from the traditional command-and-control regulation toward more flexible systems that were used effectively to phase out the use of lead in gasoline and reduce sulfur dioxide emissions from coal-burning power plants.

Massachusetts established a carbon cap-and-trade program for within-state utilities in 2001.

New Hampshire followed in 2002.


»

Cap-and-Trade v. Carbon Tax

m Cap and Trade

Binding quantitative limits
based upon emissions
reduction path.

Implied flexibility in
compliance.

Fosters economically

efficient outcome by
lowering compliance costs.

for 1ife

m Carbon Tax

Established price certainty
intended to internalize
environmental and societal
damages associated with
continued increase in
emissions.

Less vulnerable to gaming.

Simpler to initiate and
administer quickly.
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Presentation Notes
Brookings Institute Working Paper:  November 2008.
Bryan K. Mignone
“Prices in Emissions Permit Markets:  The Role of Investor Foresight and Capital Durability”

Broad support by scientific, economic and political establishments.

Cap and Trade 101  A Climate Policy Primer
By Alan Durning with Anna Fahey, Eric de Place, and Clark Williams-Derry
Sightline Report • Cap and Trade 101 • January 2009 edition

Cap: A cap is a legal limit on the quantity of greenhouse gases our economy can
emit each year.

Trade: “Trade” means that, by law, companies may swap among themselves the
permission to emit greenhouse gases.

Under a carbon tax, elected officials set the price of carbon, and the market determines the quantity emitted; in auctioned cap and trade, elected officials set the quantity of carbon emitted, and the market sets the price.
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RGQLI Regional Green

An Initiative of the Northeast & N

Designing RGGI:
A Cap-and-Trade Program

Determine | Sources
: Total SSue Cover
e[| from | (perton) Ll Trade |+ with
Sources & Distribute and/or
Set Cap _|_ Offsets
Blue Skies Delaware; Clean Air S Tt e

for 1ife



RGGI Program Components

m Start Date of January 1, 2009.
m Electric Generating Units = 25 Megawatts
m [wo-Phase Cap
Stabilize Emissions through 2015
Reduce 10% by 2019.
m Comprehensive Review of Program in 2012.
m Offsets allowed to provide some flexibility.
m Price trigger safety valves to control costs.
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RGGI State Allocations

1. Connecticut: 10,695,036 tons
2. Delaware: 7,559,787
3. Maine: 5,948,902
4.  Maryland: 37,503,983
5. Massachusetts: 26,660,204
6. New Hampshire: 8,620,460
7. New Jersey: 22,892,730
8. New York: 64,310,805
9. Rhode Island: 2,659,239
10. Vermont: 1,225,830

188,076,976 tons

*Based on adjusted actual annual average emissions from all
affected facilities (2000-2002)
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RGGI CO, Budget by State
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Delaware Power

Plants

Facility (units) Unit | Generation | Installation Fuel type 2000-2002
types (MW) Year Average CO,
Emissions
(Tonslyear)
82, 82, 1957, 1959, 3,063,258
NRG Indian River (4) ST 177, 442 1970, 1980 Coal
Conectiv Christiana CT 29, 29 1973, 1973 Diesel Oil 4,588
75, 177, 1954, 1966, Coal 2,293,849
Conectiv Edge Moor (3) | ST 446 1973 (Residual Qil)
115, 115, 1989, 1990, 1,017,746
115, 115, 2001* Pipeline
CC 122, 122, Natural Gas/
Conectiv Hay Road (8) | WH 195, 200 waste heat
Dover - McKee Run (1) | ST 114 1975 Residual QOil 154,711
Dover - Van Sant (1) CT 45 1991 Diesel Oil 5,290
DEMEC - W. Beasley 45 2002* 13,946
(1) CT Natural Gas
NRG Dover (2) CT 50, 50 2001~ Natural Gas 19,726
ST 28, 28, 63, | 1956, 1961, Residual QOil, 1,207,544
Premcor Refinery (6) CT 63, 90, 90 2000* Syn Gas

for 1ife

Units over 25 MW — nameplate capacity
CC - Combined Cycle
CT — Combustion Turbine
WH — Waste Heat

ST — Steam Turbine

*Non-Acid Rain Units

Blue Skies Delaware; Clean JAir




Average CO, emissions (2000-2002)

B Premcor
O Beasley
B Van Sant

O ConectivHR

O McKee Run

B Indian River

O ConectivEM

30.98% | Conectiv EM
41.37% | Indian River
2.09% | McKee Run
13.37% | Conectiv HR
0.07% | Van Sant
0.27% | Beasley
16.31% | Premcor
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RGGI Program Components

m Allocations:

25% for Consumer Benefit and/or Strategic Energy
Purpose

Remaining 75% of the allocations left to each state to
allocate

m 3-Year Compliance Period
m Banking Allowed

TN B
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Delaware CO, Allowances

m SB 263 stipulates how the RGGI CO,
allowances are to be auctioned or allocated.

Beginning with 2009 CO, allowances, the Secretary
shall auction 60% of allowances available to
Delaware and allocate 40% to generators Iin
proportion to their average annual emissions from
2000-2002. The percentage of allowances
auctioned by the Secretary shall increase by 8% per
year, such that 100% of Delaware’s allowances for
2014 shall be auctioned.

Blue Skies Delaware; Clean JAir
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Delaware’s Allocation

Percent Tons Tons

Year Auctioned Auctioned® Allocated*
2009 60% 3,811,346 2,540,897
2010 68% 4,319,525 2,032,718
2011 76% 4,827,705 1,524,538
2012 84% 5,335,884 1,016,359
2013 92% 5,844,064 508,179
2014 - 2018 | 100% auction 6,352,243 0

*Less 1,207,544 tons from Refinery. Refinery requested permit condition to exempt the RGGI units from the
regulation in accordance with Sections 1.2.2 Limited exemption for units with electrical output to the electric grid

restricted by permit conditions and 5.3.4 Limited industrial exemption set-aside allocation.

Blue Skies Delaware; Clean JAir
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Delaware Auction Revenue

m All proceeds associated with the auction of CO2 allowances shall be directed to
Public Benefit Purposes:

65% of the CO2 allowance proceeds shall be directed to the Sustainable
Energy Utility (SEU). The SEU shall apply these funds to further the goals and
activities of the SEU including, but not limited to, the promotion of energy
conservation, energy efficiency, renewable energy, and energy financing.

A total of 15% of the CO2 allowance proceeds shall be directed to low income
consumers, of which 10% shall be directed to the federally funded and state
administered. Weatherization Assistance Program (WAP), and up to 5% shall
be directed to the federally funded and state administered fuel assistance
(LIHEAP) programs.

10% of CO2 allowance proceeds shall be directed to Greenhouse Gas
Reduction Projects, selected by the Secretary following a periodic competitive
proposal process.

shall use up to 10% of CO2 allowance proceeds for expenses for running the
RGGI program.

Blue Skies Delaware; Clean JAir
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Presentation Notes
SEU = The Sustainable Energy Utility is envisioned as a nonprofit entity that develops end-user markets for energy efficiency, customer-sited renewable energy, and affordable energy services for low-income families. 

“Sustainable Energy Utility” (“SEU”) is the program under which the Contract Administrator must operate according to the provisions of this section to develop and coordinate programs for energy end-users in Delaware for the purpose of promoting the sustainable use of energy in Delaware.

The SEU’s charter will be based on three major goals: 

Provide market development for residential and business purchases of high-efficiency alternatives in energy-using equipment to enable 30% savings in household and company energy use, with 33% of Delawareans participating by 2015 – these estimated savings will cut annual household energy costs by $1,000 

Provide expanded weatherization services to residences, with a focus on the needs of low- and moderate-income families, doubling the number of annually weatherized units by 2015 

Promote at least 300 MW of customer-sited renewable energy applications. 



RGGI Auction Proceeds

Program
Administration,
10%

RGGI projects,
10%

Weatherization
Projects, 5%

Low Income

Assistance, 10% SEU, 65%
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RGGI Program Components

m Offsets—project-based reductions:

Types:
1. Landfill methane capture & destruction.
2. Reduction in emissions of sulfur hexafluoride (SF6)

3. Reduction/avoidance of CO2 emissions from natural gas, oil
or propane end-use combustion due to end use energy
efficiency.

4. Sequestration of carbon due afforestation

5. Avoided methane emissions from agricultural manure
management.

Blue Skies Delawanre; Clean Air
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Presentation Notes
Offsets improve the cost effectiveness of cap and trade while bringing substantial side benefits. 

Unfortunately, they could also gut cap and trade, making it no more than a sham. The devil is in the details. 

Offsets are cuts in emissions that are outside the cap, either legally or geographically, but that are nonetheless honored like carbon allowances under the cap.

Offsets’ main advantage is their ability to tap cost-effective emissions-reduction opportunities wherever they may be, smoothing the transition to climate security.

Greenhouse gases are not local pollutants, but global ones: it doesn’t matter to the atmosphere whether the CO2 is emitted in India or Indianola (Washington). 

Offsets can also provide substantial side benefits, such as financing for farm- and forestland restoration, and accelerating the spread of efficient, renewable technologies in developing countries.


Compliance and Tracking

m Three year compliance period means the first compliance
demonstration is not until early 2012.

2009, 2010, 2011 — Demonstration by March 1, 2012
2012, 2013, 2014 — Demonstration by March 1, 2015
2015, 2016, 2017 — Demonstration by March 1, 2018

m CO2 Allowance Tracking System (COATYS) - Platform for
managing participants’ CO2 allowance accounts and emissions data
from regulated sources. The system will also be used for tracking
the status of emissions offset projects.

Based on USEPA’s Clean Air Markets Division Emission Allowance
Tracking System (EATS).

RGGI Contractor - Perrin Quarles Associates.

Currently working on development of System Reports and the Offset
Module.

Blue Skies Delaware; Clean JAir
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Regional Auction Design Elements

N Design Principle:

All allowances made available for auction by states, for a respective
compliance period, will be offered for sale prior to the end of that compliance
period.

Future allowance vintages will be made available for sale in a quantity up to
50-percent of their respective annual allocation, and such offerings may be for
allowances extending up to four allocation years into the future.

m Auction Structure and Format:

Allowances will be made available for sale on a quarterly basis in lot sizes of
1,000 allowances.

The initial auction will offer allowances through a single-round, uniform-price,
sealed-bid auction format. While the goal is to maintain a consistent auction

format, flexibility will be retained to transition to a multiple-round, ascending-
price auction format if necessary to address evolving market conditions.

Blue Skies Delaware; Clean JAir
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Presentation Notes
Auctioning is conducted in a format called “uniform price, sealed bid, single round.” 

In this type of auctioning, all bidders submit a single, confidential bid sheet specifying the quantity of each vintage of permits they wish to buy at each price level. 

High bidders win, but all winning bidders pay the same price for all their permits: they pay the price of the highest rejected bid (“uniform price”). 

Auctions are quarterly, and each auction includes several vintages. 

To stabilize prices and make them transparent, the earliest batch of permits for any vintage is sold as much as four years early.

To prevent market manipulation and collusion, no participant is allowed to buy more than a certain share of the permits sold at a single auction. 

RGGI recommends a limit of 25 percent; a lower limit might be even better. 

Equally important, all participants are required to reveal any third party on whose behalf they are acting. 

Auction officials monitor the market for signs of gaming and manipulation, just as regulators keep the financial markets for stocks, bonds, and commodities futures open and fair. As a further hedge against gaming, auction officials set a price floor or “reserve price,” below which no permits are sold.


» I

Regional Auction Design Elements

m Allowance Sale Schedule:

Allowances will be identified with a vintage corresponding to the allowance’s
respective allocation year.

All allowances made available for auction by states, for a respective compliance
period, will be offered for sale prior to the end of that compliance period.

Future allowance vintages will be made available for sale in a quantity up to 50-
percent of their respective annual allocation, and such offerings may be for
allowances extending up to four allocation years into the future.

m Participation:

All market participants will be eligible to participate in the initial auction, provided
they meet applicable qualification requirements, which will include provision of
financial security.

Flexibility will be retained to limit participant eligibility in subsequent auctions.

Auction rules will establish a total limit for the number of allowances that entities
(e.g., an organization and its affiliates and/or agents) may purchase in a single
auction, equivalent to 25-percent of the allowances offered for sale in any single
auction.

Blue Skies Delaware; Clean JAir
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Presentation Notes
�Quarterly auctions seem to sufficiently balance market liquidity and the transaction cost of holding an auction.

Frequent and forward auctions help deter hoarding and collusion of allowances in the auctions, as the total number of allowances available in each auction is relatively small and it would be difficult to exercise market power in multiple auctions.


=

Regional Auction Design Elements

m Reserve Price:

A reserve price of $1.86 per allowance will apply to the first auction. After the first
auction, a reserve price will be in effect that is the higher of $1.86 per allowance,
as adjusted annually from 2009 onward based on the Consumer Price Index, or
80-percent of the current market price3 of the particular RGGI allowance vintage
being auctioned. A reserve price based on the current market price will only be
used if representatives from participating states determine that there are
sufficient, reliable market data available to establish a valid current market price.

The reserve price will be made known to prospective auction participants prior to
each auction.

m Unsold Allowances:

Any unsold allowances will be made available for sale in future auctions in which
a reserve price based on the current market price is being used. In 2012, as part
of the first program review envisioned in the December 2005 RGGI
Memorandum of Understanding, a decision will be made by the participating
states as to whether to retire any unsold allowances from the first compliance
period, or to offer these allowances for sale in subsequent auctions during the
second compliance period.

Blue Skies Delaware; Clean JAir
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Presentation Notes
A reserve price is important in mitigating improbable price drops, relative to current market prices, due to either tacit/explicit collusion or weak competition.  This reserve price is based on recent auction and secondary prices.  Current Market Reserve Price (CMRP)


Regional Auction Design Elements

m Notice of Auctions:

A public notice of auction will be provided at least 45 days prior to each auction. Such
notification will be posted on a publicly available RGGI auction web site and will be made
available by states in accordance with any applicable state rules, regulations and/or
administrative procedures.

Each auction notice will provide at a minimum: the date, time, and location of the auction, the
categories of eligible bidders, any requirements established for qualified participants, the
quantity of allowances to be auctioned, and all other relevant information and procedures
necessary for prospective bidders to participate in such auction.

m  Monitoring:

The participating states will retain a professional independent market monitor to monitor
auctions and subsequent market activity.

The independent monitor will observe the conduct of the auction qualification process and
the conduct of the auction itself.

Based on such monitoring, the independent monitor will provide the participating states with
a timely report of whether the auction was conducted in accordance with the regulations
established by participating states and the noticed procedures and requirements that apply to
qualified auction participants.

Blue Skies Delaware; Clean JAir
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Regional Auction Design Elements

m Auction Results:

Upon approval by the participating states of the auction outcome and upon
payment in full by successful bidders to the respective participating states, each
state shall transfer the corresponding CO2 allowances to each successful
bidder’s applicable account in the CO2 allowance tracking system.

States will retain full regulatory authority for transferring allowances from their
respective state accounts to winning bidders, contingent on approval of auction
results and financial settlement.

Within a reasonable period of time following each auction, the participating states
shall publish on the RGGI auction website the auction clearing price and the total
amount of allowances sold in such auction.

Blue Skies Delaware; Clean JAir
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m [he participating states have come to a mutual understanding to the
following schedule for making each participating state’s CO2
Allowances available for sale:

CO2 Allowances of allocation years falling within the first control
period will be made available for sale by each participating state
in an evenly distributed manner during the first control period.

For the September 25, 2008 auction, only 2009 allocation year
CO2 Allowances will be made available for sale.

By the end of 2009, 5% of available 2012 allocation year CO2
Allowances will be made available for sale. The schedule for
future control period CO2 allowances that will be made available
for sale in 2010 and 2011 is yet to be determined.

Blue Skies Delaware; Clean JAir
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Presentation Notes
1 Available at http://www.rggi.org
2 This is an informal reference to “control period”. The RGGI Model Rule defines “control period” as
follows: The control period is a three-calendar-year time period, unless extended to four years upon
occurrence of a stage-two trigger event. The first control period is from January 1, 2009 to December 31,
2011, inclusive, provided if a stage two trigger event occurs during the first control period, then the first
control period will be extended one-year to December 31, 2012, inclusive. Each subsequent sequential
three-calendar-year period is a separate control period that is subject to one one-year extension upon
occurrence of a stage two trigger event during the control period. In no event may a control period be
longer than four calendar years.
3 This is an informal reference to a CO2 allowance’s “allocation year”. The RGGI Model Rule defines
“allocation year” as follows: A calendar year for which the REGULATORY AGENCY allocates or awards
CO2 allowances pursuant to Subparts XX-5 and XX-10 of the Model Rule. The allocation year is the first
year a CO2 allowance can be used to demonstrate compliance. The allocation year of each CO2
allowance is reflected in the unique identification number given to the allowance pursuant to subdivision
XX-6.4(c) of the Model Rule.
4 The first control period consists of the 2009, 2010, and 2011 allocation years.


First Auction:

September 25, 2008
12.5 million allowances auctioned by 6 states

99 separate entities submitted bids, 44 entities
purchased allowances (80 percent sold to compliance
entities)

Demand outpaced supply 4:1

$1.86 Reserve Price

$3.07 Clearing Price

$38.5 million total proceeds

Market Monitor, Potomac Economics: “Auction
raised no material concerns...”

Blue Skies Delaware; Clean JAir
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Second Auction:

December 17, 2008
31.5 million allowances auctioned by 10 states

69 separate entities submitted bids, 46 entities
purchased allowances (80 percent sold to compliance
entities)

Demand outpaced supply 3.5:1

$1.86 Reserve Price

$3.38 Clearing Price

$106.5 million total proceeds ($2.5 million to DE)

Market Monitor, Potomac Economics: Again
approved the auction results.
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Third Auction: Will be Held

March 18, 2009

All 10 RGGI states plan to participate

$1.86 Reserve Price

2009 allowances - quantities similar to Auction 2

m Any Changes?

A small quantity of 2012 allowances (future compliance period
allowances) 2.2 Million Tons

Auction schedule at:
http://rgqi.org/docs/Auction Notice Jan 12 2009 Schedule.pdf

Blue Skies Delaware; Clean A
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http://rggi.org/docs/Auction_Notice_Jan_12_2009_Schedule.pdf

m [he participating states have come to a mutual

understanding on dates for regional auctions to be held
In 2008 and 2009.

Thursday, September 25, 2008 v

Wednesday, December 17, 2008v

Wednesday, March 18, 2009

Wednesday, June 17, 2009

Wednesday, September 16, 2009*

Wednesday, December 16, 2009*

*Tentative date

Blue Skies Delaware; Clean A
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What's Next?

m Offsets

m Future areas of collaboration:
Low carbon fuel standard (LCFS)
CA LEV program (8/10 RGGI states have adopted)

m GHG reporting

10 states require GHG reporting: CA, CT, MA, ME, NV, NJ, NM,
OR, WA

m DE requires voluntary GHG reporting from regulated
entities

m Anticipated RGGI would expand to other sectors

Blue Skies Delawanre; Clean Air
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Federal Program

m RGGI designed as glide path for federal action

m RGGI has brought energy/environmental agencies
together in unprecedented ways.

m We will insist:
Strong state-federal partnership
Credit to states who have implemented GHG policy
Support at least at the RGGI level

State role: monitoring, reporting, permitting, energy efficiency,
siting & building renewables

Blue Skies Delaware; Clean JAir
for Iife




JE
Other Market-based Initiatives

m California’'s AB32

California's major initiatives for
reducing climate change or
greenhouse gas (GHG) emissions
are outlined in Assembly Bill 32
(signed into law 2006), 2005
Executive Order and a 2004 ARB
regulation to reduce passenger
car GHG emissions.

These efforts aim at reducing
GHG emissions to 1990 levels by
2020 - a reduction of
approximately 30 percent, and
then an 80 percent reduction
below 1990 levels by 2050.

Blue Skies Delaware; Clean A
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Presenter
Presentation Notes
A lot of companies are taking part in market-based initiatives to cut carbon emissions. Several utilities, for example, helped design the Chicago Climate Exchange while a handful of power companies are participating in the Environmental Protection Agency's Climate Leaders program. 

They include American Electric Power and Cinergy Corp., which has pledged to reduce greenhouse gas emissions by five percent before 2010. Meantime, FPL Group has promised to curb such pollutants by 18 percent before 2008 and PSEG has also said it will cut such gases by 18 percent by 2012 



"

m \Western Climate Initiative

1 The Western Climate Initiative,
launched in February 2007, is a
collaboration of seven U.S.
governors and four Canadian
Premiers.

~1 WCI was created to identify,
evaluate, and implement collective
and cooperative ways to reduce
greenhouse gases in the region,
focusing on a market-based cap-
and-trade system.

Blue Skies Delaware; Clean A
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m Mid-West GHG Accord

10 Mid-western states

= Indiana, Ohio, and South Dakota are
signing the agreement as observers to
participate in the formation of the
regional cap-and-trade system.

The Accord will:

m Establish greenhouse gas reduction
targets and timeframes consistent with
MGA member states’ targets;

m Develop a market-based and multi-
sector cap-and-trade mechanism to
help achieve those reduction targets;

m Establish a system to enable tracking,
management, and crediting for entities
that reduce greenhouse gas emissions;
and

s Develop and implement additional
steps as needed to achieve the
reduction targets, such as a low-carbon
fuel standards and regional incentives
and funding mechanisms.
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S
State Climate Action Plans

In Progress
B completed

Source: http://www.pewclimate.org/what s being done/in the states/action plan _map.cfm
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Presenter
Presentation Notes
US Climate Action Partnership proposal

Federal proposal…congress

http://www.pewclimate.org/what_s_being_done/in_the_states/action_plan_map.cfm

NEW ENERGY FOR

AMERICA

My presidency will mark a new chapter in
America’s leadership on climate change that
will strengthen our security and create
millions of new jobs in the process.

That will start with a federal cap-and-trade
system.

We’'ll establish strong annual targets that set
us on a course to reduce emissions to their
1990 levels by 2020, and reduce them an
additional 80% by 2050.

Further, we’ll invest $15 billion each year to
catalyze private-sector efforts to build a Carack o

arac ama.
Clean-energy fUture' Photo: David Katz/Obama for America

=
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http://www.flickr.com/photos/barackobamadotcom/3002604302/
http://www.flickr.com/photos/barackobamadotcom/3002604302/

Questions?
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Contact Information:

Valerie Gray

DNREC Air Quality Management
156 South State Street

Dover, DE 19901

302.739.9402
Valerie.gray@state.de.us
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