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ATE: April 1,2009 

: David Sinclair, Chuck Schram, Robert Thomson 

Clean Energy and Security Act of 2009 

This memo summarizes the House Energy & Commerce Committee’s climate legislation 
discussion draft, sponsored by Representatives Henry Waxman and Edward Markey and 
releascd March 3 1,2009. 

RenewabIc Portfolio Standard. The draft defines “renewable resources’‘ as wind, 
solar, geothermal, biomass, landfill gas, qualified hydropower, and marine & 
hydrokinetic cnergy. The draft dcfines “quaIified hydropower” as: 
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(A) electricity generated solely from increased efficiency achieved, or 
additions of capacity made, on or after January 1,2001 at a hydroelectric 
facility that was placed in service before that date; or (B) electricity 
generated from generating capacity added on or after January 1 , 2001 to 
a dam that did not previously have the capacity to generate electricity, 
provided that FERC certifies (i) the dam was placed in service before the 
date of the enactment of this section and was operated for flood control, 
navigation, or water supply purposes and did not produce hydroelectric 
power before January 1,2001 ; (ii) the hydroelectric project installed on 
the dam is licensed by FERC and meets all other applicable 
environmental, licensing, and regulatory requirements, including 
applicable fish passage requirements; and (iii) the hydroelectric project 
installed on the dam is operated so that the water surface elevation at any 
given location and time that would have occurred in the absence of the 
hydroelectric project is maintained, subject to any license requirements 
that require changes in water surface elevation for the purpose of 
improving the environmental quality of the affected waterway. 

Retail electric suppliers submit to the Energy Secretary a quantity of renewable 
electricity credits equal to the total amount of electric enerb-y (MWh) sold by the 
retail electric supplier multiplied by these annual percentages: 

.............................................................................. 

............................................................................... 

............................................................................... 

............................................................................... 

............................................................................... 

................................................................................ 

............................................................................... 

............................................................................... 

.............................................................................. 

............................................................................... 

............................................................................... 

............................................................................... 

............................................................................... 
~lll*iJ~lg‘ii 2Uti!j ........................................................ 



The Governor of a State may petition the Energy Secretary to reduce, by up to one 
fifth, a covered entity’s required annual percentage if the covered entity has 
complied with the Federal Energy Efficiency Resource Standard (see below). 

The draft sets the price of federal “alternative compliance payments” (ACP) at the 
lesser of $SO/MWh or 200% of thc average market value of a renewable electricity 
credit (REC) for the previous compliance year. The ACP is set higher than the 
expected REC price. Hence, covered entities will only pay the ACP if (a) the REC 
price goes too high, or (b) they can’t buy enough RECs in the market to satisfy their 
mandate. 

Energy Efficiency Resource Standard. The draft sets nationwide minimum 
levels of electricity and natural gas savings to be achieved through utility efficiency 
programs, building energy codes, appliance standards, and related efficiency 
measures. Savings are defined as “a reduction in end-use electricity or natural gas 
consumption at a facility of an end-use consumer of electricity or natural gas served 
by a retail electricity distributor or natural gas distrib~tor.~’ These savings are 
relative to a base quantity defined as “the average annual quantity of electricity or 
natural gas delivered by the retail electricity distributor or retail natural gas 
distributor to retail custorncrs during the two calendar years immediately preceding 
such year.’’ Retail electric and natural gas distributors are l o  achieve savings equal 
these annual percentages: 

Not latcr than December 2018, the Enerbv Secretary will set targets post-2020. 

The penalty for noncompliance is $50/MWh of electricity savings the retail 
electricity distributor failed to achieve and $5&lMBtu of natural gas savings the 
retail natural gas distributor failed to achieve. 
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GHXG ~ $ ~ - ~ n d - T ~ ~ ~ ~  rogram. The draft sets targets for GHG reductions 20% 
below 2005 levels by 2020 (slightly more aggressive than that endorsed by the 
Obama administration), 42% below 2005 levels by 2030, and 83% below 2005 
levels by 2050 (equaling Obama’s target). By 201 6, the goal of the program is to 
cover 85% of the economy responsible for U.S. GI-IG emissions in 2005. 

The draft is silent on the GI-IG cap-and-trade program’s auctiodallocation rules, 
which will determine annual costs to EON 1J.S. Those rules will be detaiIed when 
committee markup begins April 27. 

A progressively highcr annual percentage of a covered entity’s compliance mandate 
can be satisfied with offsets, rising from 30% in 2012 to 34% in 2027 to 50% in 
2042. No more than half of those percentages can be domestic offsets, and no more 
than halfcan be international offsets. Although the draft is generous in these 
percentages compared to previous climate legislation, there is a catch: 1.25 offsets 
must be submitted in lieu of 1 emission allowance. This ratio (1.251) essentially 
ups the price of using offsets. 

The draft’s penalty for noncompliance is less severe than previous climate 
legislation, since (a) there is no “floor’’ penalty (whereas Lieberman-Warner- 
Boxer’s was $200 per deficient allowance) and (b) the penalty amount is twice thc 
market value of allowances (whereas Lieberman-Warner-Boxer’s was three times 
the market value). 

Smart Grid Advancement and Transmission. The drafi stipulates “not later than 
one year after the date of enactment of this Act, load-serving entities, or States, shall 
determine and publish peak demand reduction goals.” The draft adds that such 
goals could also be established by a “regional entity for a larger region that shares a 
common system peak demand and for which peak demand reduction measures 
would offer regional benefit.” l’he minimum percentage of peak demand reduction 
would be those “. . .that are realistically achievable with an aggressive effort to 
deploy Smart Grid and peak demand reduction tcchnologies and methods“ including 
but not limited to: 

CB 

8 

0 

Direct reduction in megawatts of peak demand through energy efficiency 
measures 
Megawatts enrolled in demand response programs 
Megawatts subject to the ability of a load-serving entity to call on demand 
response programs, smart appliances, smart electricity storage devices, 
distributed generation resources on the entity’s customers’ premises, or other 
measures directly capable of actively, controllably, reliably, and dynamically 
reducing peak demand (“dynamic peak management control”) 
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Megawatts available fiom distributed dynamic electricity storage under 
agreement with the owner of that storage. 
Megawatts committed from dispatchable distributed generation 
demonstrated to be reliable under peak period conditions. 
Megawatts available from smart appliances and cquipment with Smart Grid 
capability available for direct control by the utility through agreement with 
the customer owning the appliances or equipment. 
Megawatts from a demonstrated and assured minimum of distributed solar 
electric generation capacity in instances where peak period and peak load 
conditions are directly related to solar radiation and accompanying heat. 

e 

0 

The draft has no penalties for non-compliance. Rather, FERC will provide an 
annual rcport to Congress “on compliance with this Act and success in meeting 
applicable peak demand reduction goals and, as appropriate, shall make 
recommendations as to how to increase peak demand reduction efforts.” 

The draft does not include an expansion of federal siting authority, instead giving 
FERC one year to create “grid planning principles” and then to support stakeholders 
during a regional transmission planning process that is to tsake no more than 18 
months. FERC would have to take renewable cnergy and alternatives such as 
efficicncy and demand-side resources into account under the planning principles. 
But the measure does not endow FERC with any siting authority, which renewable 
energy advocates and utilities say is necessary to build a grid that can support the 
country’s future energy needs. They argue the current siting process that requires 
authorization by each state a line crosscs is the greatest barrier to getting interstate 
transmission built to improve reliability, relicve congestion and reach remotely 
locatcd renewable energy sources. 

ther. Various issues will be the focus of hearings and markup this month: 

Jurisdiction Over Markets. The draft gives FERC control over the carbon 
allowances and offset market. FERC currently has jurisdiction over the 
physical energy markets, while the CFTC oversees thc futures markets. The 
two agencies are already at odds in the courts on whether FERC has the 
enforcement authority over financial players whose illegal actions ham 
prices in the physical market. Rep. Markey argues FERC should have the 
authority because of the agency’s experience with energy and utilities. 
House Agriculture Chairman Collin Peterson says CFTC clearly has more 
experience dealing with trading and commodities, and currently oversees the 
only voluntary carbon offset market in the United States, the Chicago 
Climate Exchange. 

Q Statc Pre-emption. The draft preclude states from setting more ambitious 
emissions reduction targets than the federal governmcnt. States and 
localities may not iniplement or enforce their own caps on greenhouse gas 
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emissions Com 2012 through 201 7, in order to give time for a federal 
trading program to proceed. A key issue is whether statcs could preserve thc 
right to restart their own systems if the federal program falters. 

Carbon CaDture and Seauestration CCCS). The draft’s various CCS 
provisions include language from a bill sponsored this month by Rep. Rick 
Boucher that creates a $1 billion annual fund over a decade to help 
accelerate the commercial-scale use of CCS. A fee would be imposed on 
“retail customers of fossil based electricity” to fund a quasi-private 
corporation run by EPRI to oversee CCS demonstration projects. 

Rebates and Border Adiustments. A provision calling for heavy 
manufacturers such as iron and steel manufacturers to receive “rebates” 
leaves some uncertainties about which industries would be eligible. A key 
issue is how to measure the point at which U.S. businesses are at a 
disadvantage to their counterparts overseas. The draft allows the President to 
force foreign importers fiom countries without a carbon cap to pay a penalty 
covering the energy content of their products ifthe rebates don’t correct 
competitiveness “imbalances.” 

G 





Residential Bill Impacts of Carbon Tax (@ $201t) and Renewable Energy Initiatives 
Typical residential bill ($/month for 1,000 kWh consumption) 

KY's Carbon Footprint (E.OM US, May 7,2009) 
2012 2016 2020 2024 

E.ON US C02 emissions (million tonnes) 35.5 37.0 39.0 41 .O 
Allowances allocated 'free' (million tonnes) 0.0 0.0 0.0 0.0 
Free allowances as % of requirement 0% 0% 0% 0% 

Typical bill ($/month) 
LG&E/KU 
+ Carbon Tax 

Today 2072 201 6 2020 2024 
75 82 92 104 117 

20 20 20 20 
+ Federal Renewables Proposal 2 6 13 14 
Total bill 75 10 418 4 37 154 

Rate increase from today 39% 57% 83% 101% 

Waxman-Markey (EEI interpretation) 

E.ON US C02 emissions (million tonnes) 
Allowances allocated 'free' (million tonnes) 
Free allowances as % of requirement 

Typical bill ($/month) 
LG&E/KU 
+ Carbon Tax 

2012 2016 2020 2024 
35.5 37.0 39.0 41.0 
20.3 22.7 20.5 17.3 
57% 61 % 53% 42% 

Today 2012 2016 2020 2024 
75 82 92 104 117 

9 8 9 12 
+ Federal Renewables Proposal 2 6 13 14 
Total bill 75 93 1 06 4 26 

Rate increase from today 23% 41 % 69% 90% 

Waxman-Markey with Boucher amendment 

E.ON US C02 emissions (million tonnes) 
Allowances allocated 'free' (million tonnes) 
Free allowances as % of requirement 

Typical bill ($/month) Today 
LG&UKU 75 
+ Carbon Tax 
+ Federal Renewables Proposal 
Total bill '75 

2072 
35.5 
21.2 
60% 

2072 
82 
8 
2 

92 

2076 
37.0 
24.4 
66% 

2016 
92 
7 
6 

I05 

2020 
39.0 
22.7 
58% 

2020 
104 

8 
13 

4 25 

2024 
41 .O 
18.0 
44% 

2024 
117 
11 
14 

1 42 
I__ 

Rate increase from today 23% 40% 67% 90% 
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Residential Bill Impacts of Carbon Tax and Renewabfe Energy Initiatives 
Typical residential bill ($/month for 1,000 k W h  consumption) 

Assumed C02 allowance price ($/tonne) $20 

Waxman-Markey ("KY's Carbon Footprint") 
2012 2018 2020 2024 

E ON US C02 emissions (million tonnes) 35.5 37.0 39.0 41.0 
Allowances allocated 'free' (million tonnes) 0.0 0 0  0.0 0.0 
Free allowances as % of requirement 0% 0% 0% 0% 

Typical bill (@month) I LG&E/KU 92 104 117 
Today 2012 2018 2020 

75 82 
+ Carbon 'Tax Q S20ltonne 
+ Fedoral Renewables Proposal 
Total bill 

Rate Increase from today 39% 57% 83% 101% 

Assumptions 
Emissions based on E ON US IRP load forecast no offsets for eflciency gains or for RPS program 
No free alio?:'ences (?GO% auction) 

Waxman-Markey original with EEI 50-50-50 implementation 
2012 2016 2020 2024 

E ON US C02 emissions (million tonnes) 35.5 37.0 390 41.0 
Allowances allocated 'free' (million tonnes) 20.3 22.7 20.5 17.3 
Free allowances as % of requirement 57% 61% 53% 42% 

Typical bill (@month) I LG&EIKU 92 104 117 
Today 2012 2016 2020 

75 a2 
+Carbon Tax Q $20konne 

To131 bill 75 
+ Federal Renewables Proposal ----, 

IRate increase from today 23% 41% 69% 90.1 

Assumptions 
Emissions based on E ON US IRP bad forecas: no offsets for eficiency gains or for RPS progem 
Based on original Waxman-hiarkay economy-wide C02 a/lo?~ance caps 
Power sector s .hm 0~2ifooi.rjnces heid at 40% of econoniy total through 2025. then phased out Over fi~/io:v%g 25 years [to full aiiction) 
656 share of power sec:or aliocsfion reserved for merchant coal plant 
50% of utiiity aflowanccs al!oceted according to company shares of emissions (tixed historic share) 
50% ofoh!ity a!lowances a!;oocated according to company shaes of sales (current shares in each year) 

Waxman-Markoy with Boucher amendment 
2012 2016 2020 2024 

E.ON US C02 emissions (million tonnes) 35.5 37.0 39.0 41.0 
Allowances allocated 'free' (million tonnes) 21.2 24.4 22.7 18.0 
Free aiiowances as I of requirement 60% 66% 58% 44% 

Typical bill ($/month) I LGBEiKU 
Today 2012 2016 2020 

75 82 92 104 117 
+ Carbon Tax @ SZOltonne 8 7 8 1 1  

2 6 13 14 
Tcial Sal' 92 105 125 142 

IRate increase from today 23% 40% 67% 90.1 

Assumprions 
Emissions based on €.ON US IRP load forecas! no offsets for ef;icieniy gains or for RPS program 
VJa:xman-L3~1key econoniywide C02 a/!oiience Caps replaced by Dinge:i-Boucher economy-%?de a!lowance caps 
Powersector share of allGwances heM at 4046 of economy to:a/ throughout 
8% shew of powr  sec:or a!location rzserved for merchan! ccal plant 
5096 o:ut!li!y alio;v.ances allocatad according to company shares of emissions (fixed histonc shaie} 
50% oftff;/;:y alio;.mxxs a/loca!ed according :o company shares of sales (current shares in each year) 

Bill impacts of Wamnan.htarkey variants OS_t4-09ds, 520 CO2 Page 1 of 2 



Waxman-Markey current draft (5/13/09) 

E.ON US CO2 emissions (million tonnes) 
Allowances allocated 'free' (million tonnes) 
Free allowances as % of requirement 

2012 2018 2020 2024 
35.5 37.0 39.0 41.0 
152 15.1 11.6 9.1 
43% 41% 30% 22% 

95 I10  131 127 

27% 46% 75% 95% 

76 

Assumptions 
Emissions based on E.QN US IRP load foiecas! no offsets for efticiency pains or for RPS program 
Original Waxman-Markey ecOlJOmjr-:vfd~ C 0 2  allowance caps - excep: for 2020, where less stringen: reduc!;on (vs 2005) applies ( 1  7% vs 20% in orig;.m/) 
Powersec:orshare of ailo:mocus se: e: 3586 in 2012 - en:irily to LDCs (no rnerchen! share) 
LDC allocation declines by approx 1 %  puryear (fo full auc!ion by 2060) 
100% of LDC allo:vancs allocated to companies according to shares of to!a/ sales (current shares in each year) 
N o  trade-offs Dehveen (i) CQ2 reduchan fargets & allowance allocations 2nd (ii) RPS targets 

Page 2 of 2 



Residential Bill! Impacts of Carbon Tax and Renewable Energy Initiatives 
Typical residential bill (S/month for 1,000 kwh consumption) 

Assumed C02 allowance price (Sltonne) 

As  fhe C02 price increases, iho value of the aNocaied allowances is magnified. 
For example, at $2G/tonnc. the 2012 residential bill increase is  about 9% less with the 
allovmnce allocation In the current draft-Waxman Marhey cornpared to the original Waxman 
Markey 700% auction. But at $4G/fonne, the same bill increase i s  14% loss in the current draff- 
Waxman Marhey compared io the 100% auction scenario. 
The aflocatedallowances are mare VJfUable as tho price of GO2 rises. 

840 

I t 

I I pxman-Markey ("KY's Carbon Footprint") 

E ON US COZ emissions (million tonnes) 
Allowances allocated 'free' (million tonnes) 
Free allowances as % of requirement 

Typical bill ($/month) 
LG&UKU 
+ Carbon Tax @ S40honne 
+ Federal Renewables Proposal 
Tolal bill 

Rate increase from today 

2012 
35.5 
0.0 
0% 

Today 2012 
75 82 

40 
2 

75 124 

65% 

POI6 
37.0 
0.0 
0% 

2016 
02 
40 
6 

138 

84% 

2020 
39.0 
0.0 
0% 

2020 
104 
40 
13 

157 

109% 

2024 
41.0 

0.0 
0% 

2024 
117 
40 
14 

171 

12851. 

Waxman-Markey original with EEI 50-50-50 implementation 
2012 2016 2020 2024 

€.ON US C02 emissions (million tonnes) 35.5 37.0 39.0 41.0 
Allowances allocated 'free' (million tonnes) 20.3 22.7 20 5 17.3 
Free allowances as % of requirement 57% 61% 53% 42% 

Typical biII ($/month) Today 2012 2016 2020 2024 
LGBEIKU 75 82 02 104 117 
+ Carbon Tax Q S40ltonne 17 15 19 23 
+ Federal Renewables Proposal - 2 6 13 14 
io!al bill 75 $01 113 136 154 

Rate increase from today 35% 51% 81% 105% 

Assumptions 
Emissions based on €.Oh' US lii? load fortcast. no offsats for eficiency gains or for RPS program 
Based on original V/a~nian-f&fAey economy-wide GO2 al!orzance caps 
Power sector shore of aiio:vances held at 40% of economy total thmugh 2025: then phased out over fdIowing 25 years (to fu!l axtion) 
8 f b  share o:porversecfor ailocatioion reserved formerchant coal plant 
50% ofutdi?y a!/o:vances a!loca!ed according lo company shares ~Femissiuns (riXtd historic siisre] 
W E  ofz:M!y al:o..tances alioca!ed sccoding :o conipany shares of  sales (cumnt shares in each yesr) 

Page 1 of 2 7R2/20ll. 12 16PM 



Waxman-Markey wi€h Boucher amendment 

€.ON US C02 emissions (million tonnes) 
Allowances allocated Yree' (million tonnes) 
Free allowances as % of requirement 

Typical bill ($/month) 
LGLEIKU 
+ Carbon Tax @ $40/tonne 
+ Federal Renewables Proposal 
Total bill 

Rate increase from today 

20f2 
35.5 
21.2 
60% 

Today 20f2 
75 82 

16 
2 

75 100 

33% 

- . " . . . ~ - . - ~ -  

2016 
37.0 
24.4 
66% 

2018 
92 
14 
6 

112 

49% 

2020 2024 
39.0 41.0 
22.7 18.0 
58% 44% 

2020 2024 
104 

17 
13 --- 

78% 105% 

Assumptions 
En~issions based on E ON US IRP load forecast no offsets for efiiciericy gains or for RPS program 
Waxman-Marley economywide C02 al!oimnce caps replaced by LJinge!l-Boucher econoniy-:vjde allov~ance caps 
Power sector share of allowances held et 40% of economy total tliroughou: 
8% share of power sector allocation reserved for merchant coal plant 
5046 of uti;;& allowances allocated according fo conlpany s h a m  of emissions (fixed his!on'c share) 
5046 olufilily aEor.:,7nces allocated zccoding :o company s h m s  of sales (cumn: shares in each year) 

Waxman-Markey current draft (5113109) 

E ON US C02 emissions (million tonnes) 
Allowances allocated Yree' (million tonnes) 
Free allowances as % of requirement 

2012 2076 
35.5 37.0 
15.2 15.1 
43% 41% 

Typical bill (S/monthJ Today 2012 2016 
LGLWKU 75 82 92 
+ Carbon Tax @ ylO/tonne 23 24 

2 6 
75 107 122 

2020 
39.0 
11.6 
30% 

2020 
104 
28 
13 

145 
.- 

22% 

42% 62% 93% 116% 

Assumptions 
Emissions Liasfd on E ON US IRP load forecas!. no orissts foreffciency gains or for RPS program 
O~gina !  Waxnian-Mafiey economy-wide C02 a:lowance caps - except for 2020, whew less stnagen: reduclion (;ls 2005) applies (1 7% lis 25% in ofig~nel) 
Power sec:orshare of sl1otvancs-s set et 35% in 20 i2 - entirely to LDCs (no merchan: share) 
LDC al\ocstion declines by approx 1 % perysar(to ful auction by 2050) 
750% o f&DC elioivsiice ~ l l o c ~ t e d  to companks acccrcfing tci shares of total sales (current shares in each year) 
No trade.oFs betweor: (i) GO2 ri.dmcjc8on :arge:s & a!lowance allocations and (ii) RPS targets 

HI impac4s of Wman-Mnrhy vnrinnls 05-14-09 xis; $01 C02 Page 2 of 2 
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Energy Planning, Analysis, & Forecasting 

Year EIectrlc Sector Other ,yeiterators share LDCslmre 

2014-201 5 38.89% 3.89% ... 35.0% 
- 20 16-2025 35% I.. 3.5% 3 1.5% 

25.2% 2026 - 28% 2.8% -. 

2028 14% .--.. 1.4% 12.6% 

2012-2013 43.75% 4.37% 39.37% _ _  
.... .__. 

__I 

.--.-.~”.-.-“--.------- 
--. 2027 21% 2*Ek.---- - 18.9% ~ ” - _ - . I . . . . .  ”“-“”lll__ 

May 18,2009 

...--.--.. 2029 ”.. 7% ” - 0.7% ~ 

rcpgraraa. Waxman-Markey sets these targets for GHG reductions, 
relative to other recent proposals: 

6.3%- 

3% below to 2% above 2005 -- 2020 17% below 2005 levels - 14-10% below 2005 levels by2020 ,,.,,,,.,_,I.”_I 

44% below 2005 levels by 2030 

20 12 3% below 2005 levels 

2030 42% below 2005 levels 42% below 2005 levels by 2030 

I 2050 I 83% below 2005 levels I 80% below 2005 levels by 2050 I 80% below 2005 levels by 2050 I 

Waxman-Markey offers ~ 1 0  safety valve; required allowance purchases will be made at market 
prices. Waxman-Markey does create a Strategic Reserve for the purpose of creating a cushion 
should prices rise faster than suggested. The reserve is created using a relatively inconsequential 
percentage of allowances taken from fbture years in the base allocation pool. 

From 2012-2029, the average allocation to LDCs is 30%, with the remainder going to other 
generators (merchant coal, QFs and IPPs). 

Under both Waxman-Markey and the EEI proposal, 50% of allowances are allocated based on 
the LDC’s share of nationwide emissions and 50% are allocated based on the LDC’s share of 
nationwide sales. An LDC may select any 3 consecutive years between 1999 and 2008 for each 
base period (with 2006 to 2008 as the default). The base period for sales is updated every 3 years 
by the product of an LDC’s average annual customer deliveries during its selected base period 
times the number of its customers in the most recent year in which the formula is updated. 

Combined Efficiency and newabk Electricity Standard (CE S).’ The draft defines 
“renewable resources” as electricity generated from (1) a renewable energy resource: wind, 
solar, geothermal, renewable biomass, biogas and biofuels derived exclusively from renewable 
biomass, marine and hydrokinetic, and qualified hydropowcr (generaation achieved fioin 

.....- 
’ Components of which were prcviously separated into a Renewable Portfolio Standard (RPS) and an Energy 
Efficiency Resource Standard (EERS). 
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Energy Planning, Analysis, & Forecasting May 18,2009 

increased eflciency or additions made a f f r  JanuaFy I ,  1992, to a hydroelectric facility placed in 
service before that dute or to generating ca1?acity added to a dam that did not previously have 
the capacity to generate electricity prior to that date) or (2) other qualiffing energy resources: 
landfill and wastewater treatment gas, coal mine methane and qualified waste to energy. 

One renewable energy credit (REC) is awarded for each MWh of renewable energy generated by 
each generator after December 3 1,20 1 1. Retail electricity suppliers shall submit RECs to FERC 
for the annual percentage of the retail electric supplier’s retail electric energy sold to customers 
(excltrding hydropower other than yiaalijkd hydropower, electricity generated #om CI nuclear 
generating itnit placed in service afrer the dute of enactment, and the proportion of eleclricity 
generated by a fossil firel-generating unit that is equal to the proportion of greenhouse gases 
produced by the unit that are captiired and sequestered): 

Yeas 

2012 
2013 
2014 
2015 
2016 
201 7 
201s 
2019 
2020 - 2039 

Required Annual Percentage of Retail 
Sales from Renewable Energy 

6.0 
6.0 
9.5 
9.5 
13.0 
13.0 
16.5 
16.5 
20.0 

One-fifth of these percentages can be met with enerby efficiency savings from utility programs 
instead of from renewable generation &e., the 2020 target can be met with 15% renewables and 
5% energy efficiency savings). Upon petition and approval of governor’s request, up to two-fifths 
of these percentages can be met with enerby efficiency savings (Le., the 2020 target can be met 
with 12% renewables and 8% cnergy efficiency savings). 

Alternative compliance payments (ACP) are $25/MWh? Covered entities will only pay the ACP 
if they can’t buy enough RECs in the market to satisfy their mandate. ACPs are to be paid 
directly to the state in which the retail electricity supplier is located and are to be used 
exclusively for deploying rcnewable technologies and cost-effective energy efficiency measures 
and programs. 

Other. Waxman-Markey addresses various issues beyond renewables and GHG reduction. 

Smart Grid Advancement. “Not later than one year after the date of enactment of this 
Act, load-serving entities, or States, shall determine and publish peak demand reduction 

’ 2010 dollars adjusted for inflation 
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Energy Planning, Analysis, & Forecasting May 18,2009 

goals.” The draft adds that such goals could also be established by a “regional entity for a 
larger region that shares a common system peak demand and for which peak demand 
reduction measures would offcr regional benefit.” The minimum percentage of peak 
demand rcduction would be those “. . .that arc realistically achievable with an aggressive 
effort to deploy Smart Grid and peak demand reduction technologies and methods.” 

There are no penalties for non-compliance. Rather, FERC will provide an annual report to 
Congress “on compliance with this Act and success in meeting applicable peak demand 
rcduction goals and, as appropriate, shall make recommendations as to how to increase 
peak demand reduction efforts.” 

Transmission. FERC must adopt national grid planning principles to achieve national 
policy goals, including facilitating the deployment of renewable and other zero-carbon 
energy, ensuring reliability, reducing congestion, and ensuring cyber-security. Planning 
should take into account all significant demand-side and supply-side options, including 
energy efficiency, smart grid, electricity storage and underground transmission 
technologies, and conventional electric transmission capacity and corridors. Planning 
entities3 are to submit plans to FERC within 18 months and are to build on subregional 
requirements and plans. FERC is to encourage the planning entities to coordinate and 
harmonize their plans, and is to assist the planning entities to resolve any conflicts 
between the plans. FERC is to review the plans, make recommendations, and convene 
multi-regional meetings to discuss the plans and to resolve any conflicts. FERC is to 
recommend how to resolve the conflicts. 

e Jurisdiction Over Markets. The President shall delegate responsibility for regulation of 
allowance derivative markets to relevant agencies based on advice from an interagency 
working group to include EPA. Agencies regulating an allowance derivative shall havc 
the same enforcement authority as the Commodity Futures Trading Commission has for 
matters under its jurisdiction. IJntil and unless regulations provide otherwise, all 
derivative transactions must occur on regulated exchanges, effectively barring customized 
OTC derivative transactions common in the existing sulfbr dioxide (S02) and nitrogen 
oxide (NO,) markets. 

Carbon Capture and Sequestration (CCS). This section incorporates the provisions of 
Rcp. Boucher’s CCS wires charge bill, H.R. 1689, which authorizes an assessment on 
deliveries of fossil &el-fircd electricity to retail consumers to create a $1 O-billion fund to 
support demonstration and early deployment of commercial-scale CCS projects over a 
10-ycar period. The annual fee per kwh for coal-generated electricity is $0.00043, natural 

REGIONAL PLANNING ENTITIES-Not later than 3 months aftcr the date of adoption by thc Commission o f  
national electricity grid planning principles, entities that conduct or may conduct transmission planning pursuant to 
State or Federal law or regulation, including Stales, entitics designated by States, public utility transmission 
providcrs, operators and owners, regional organizations, and electric utilities, and that are willing to incorporate the 
national electricity grid planning principles adopted by the Commission in their electric grid planning, shall identify 
themselves and the regions for which they propose to develop plans to the Commission. 

3 
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gas is $0.00022, and oil is $0.00032. (This cost is an addition to CO2 allowance 
purchases incurred from Waxmm-Markey's cap-and-trade program). A Carbon Storage 
Research Corporation, an affiliatc of EPRI and not an agent of the U.S. government, is 
created to competitively award funds to projects. This section is veiy similar to a Housc 
Encrgy and Commerce Committee Staff Discussion Draft released in September 2008 
that reflected the input of stakeholders, and includes ncw language for assessing the 
charge within the Electric Reliability Council of Texas. 

4 
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From: 
Sent: 
TO: 
cc: 
Subject: 

....-_ 
- - I  II-- Waxman-Markey- __. 

Ye(m Miniiniim Annual 
Percentage 

2012-2012 6.0 201 1-201; 
~- 2014-2015 9.5 

___I_ 

2016-2017 - 13.0 - --- 20 1 7-20 I Z" 
12.0 

2020-2039 -- --.-. 20.0 _ _  202 1-2039 - 15.0 
201 9-2020- --.-_ 16.5 

------I . 201 8-201 9 

Yussman, Eric 
Thursday, June 11,2009 4:41 PM 
Beer, Mike; Siemens, George 
Sinclair, David; Bellar, Lonnie; Voyles, John; Schram, Chuck; Thornson, Robert 
FW: Bingman RPS 

Senator Bingaman's proposed Renewable Portfolio Standard (RPS) would require utilities to use renewable energy to 
supply 12% of their electricity sales by 2020. Energy efficiency savings may satisfy a portion of the annual targets, and 
"alternative compliance payments" offer another means of compliance. Bingaman's proposal, which addresses only RPS 
requirements and not C02 cap-and-trade, is part of a comprehensive energy bill the Senate Energy and Natural 
Resources Committee is crafting. 

* For two reasons, Senator Bingaman's RPS would have a lesser impact on E.ON U.S. rates than Waxman-Markey's 
proposed RPS: 

1) Weaker annual mandates 

2) Lower Alternative Compliance Pavment (ACP) 
Bingaman's ACP is $21/MWh rather than $25/MWh as in Waxman-Markey 

Bingaman has an "off-ramp'' unavailable in Waxman-Markey ... 
"RATEPAYER PROTECTION.-Effecfive beginning June I, 2010, and not later than June I of each year thereafier, an 
electric utility may petition the Secretary to waive, for the following compliance year, all or part of the requirements ... in 
order to limit fhe rate impact of the incremental cost of compliance of the electric ufilify to not more than 4% per retail 
cusfomer in any year." 
For E.ON U.S. the cost of meeting Bingaman's 2020 RPS target would require rate increases by that date in the range of 
15-25% (renewables build-out) or 510% (ACP) relative to current rates. A 4% cap on annual rate increases would 
potentially allow for a substantially greater (48%) cumulative increase in rates by 2020 - and so the inclusion of a cap set 
at this level will not be effective in limiting E.ON U.S. RPS-related rate increases. RPS mandates would have to be 
significantly more stringent before this cap is effective. Current state caps (limits on RPS-related annual rate increases) 
typically range between 0.5%-2.0%. 

The attachment shows a comparison of (E.ON U.S.) rate impacts under the two alternative proposals (Bingaman and 
Waxman-Markey). We assume that the Waxman-Markey's cap-and-trade regime applies regardless of the choice of 
RPS proposal; the Senate Energy and Natural Resources Committee has not yet proposed a cap-and-trade program. 

Rate impacts by 
class with Bin ... 
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September 4,2009 

On August 12, the National Association of Manufacturers (NAM) and the American Council for 
Capital Formation (ACCF) released a joint Waxman-Markey analysis that included a Kentucky 
iinpact assessment focusing on energy prices, industrial output, job losses, and househoId 
iiicomc. The ACCF/NAM study's projected COz prices ($J8-$61 per ton by 2020 and $123-$159 
per top? by 2030), more than triple the Environmental Protection Agency's projections ($16 by 
2020 and 527 by 2030) from its June Waxman-Markey analysis. 

It is unclear to what extent NAM may be factoring other indirect impacts into its results. NAM 
has been unresponsive to our requests for further information on their methodology and 
assumptions. However, we assume that NAM has ascribed certain benefits to houscholds, 
similar to the Congrcssional Budget Office review of Wmrnan-Markey, in their computation of 
overall impacts. 

Energy nriees. NAM forecasts an increase in Kentucky (residential) electricity priccs by 2030 
within the range of 45% to 64% versus 2007. The projected increases by 2020 and 2025 are far 
lower, 0-3% by 2020 and 44% by 2025, but no detail is provided to support the conclusions. 

A separate study from March 2009 ('"Analysis of the Electricity Price Impacts of Alternative 
Carbon Emission Cap-And-Trade Programs in the Midwest") by Christensen Associates Energy 
Consulting produced a very different result: electricity prices in Indiana (which has a similar 
share of coal-fired generation to Kentucky) were projected to increase 2540% from 2005 to 
2020, assuming a $45-$65 per ton COz price. In the view of one of the Christensen report 
authors, "NAM's .firecast electricity price impacts for 2020 and 2025 ure zrnrealistically low, 
while those for 2030 may he reusonable but are on the low side of the range of 
reasonableness. 

E.ON US. calculations on the impact of Waxman-Markey consider only the direct cffect of a 
COz emission cost adder to generation cost - assuming direct pass-through of the cost of net 
purchases of emission allowances &e., after allowing for an allocation of free allowances as 
prescribed in the draft legislation). Based on E.ON U.S. shares of total electric utility C02 
emissions and of total electricity sales, the company anticipates an allocation from the pool of 
'free' allowances available to the electric utility sector equivalent to 47% of its requirements in 
2020 (down from 59% in 2012). At a cost of $20 per ton for the 53% of uncovered emissions in 
2020, the increase in residential rates - relative to 2008 - would be almost 15% (consistent with 
the 'Carbon Footprint' presentation). This increase relates to incremental C02 costs only; further 
increases would be neccssary to achieve mandatory RPS targets. 

E.ON 1J.S. has not attempted to estimate the indirect impacts of C02 legislation on household 
income associated with any reallocation of productive resources, or redistribution of income, 
resulting from cap-and-trade legislation. 

. NAM forecasts Kentucky 
job losses between 25,000 - 35,000 by 2030. llsing EPA estimates of the national impact of the 
2008 Liebeman-Warner bill, the EON 1J.S. paper "Kentucky-Specif-ic Implications of Green 
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Economy Policy” (February 2009) assumed a significantly greater impact: 114,000 job Iosses 
(the C02 price in the Lieberman-Warner analysis was within NAM’s high COz price range of 
S123-$159 by 2030). Again, further information on NAM’s methodology is necessary to 
understand this difference. 

NAM also forecasts that Kentucky household incomes will fall by up to $176 per year by 2020 
and by up to $980 by 2030. NAM concludes - consistent with the E.ON ‘Green Economy’ 
analysis - that most of Kentucky’s major economic sectors will be negatively affected by 
emission caps. Manufacturing output overall is projected to be around 6% lower than it 
otherwise would be by 2030, while the impact is even greater in energy-intensive industries (12- 
14% output loss), transportation manufacturing (down 7-8%) and metallic products 
manufacturing (down 25-29%). Coal production is projected to be down over 75% by 2030, and 
electricity generation down by 15-1 9%, relative to a ‘no legislation’ scenario. 
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