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The Clean Power Plan & Regional Compliance 

First, Some Thoughts on Renewables 

Next, Two Regional Compliance Models:

– “Cap-and-Invest”

– “The Carbon Reduction Credit Program”



The Clean Power Plan 
Establishes a Big Role for Renewables

• RE significant compliance option. 

• Regional RE Markets enabled by tracking systems. 
– developed out of stakeholder processes with the help of air and 

energy regulators, RTOs, generation owners, and utilities. 

• Existing REC tracking systems and tracking protocols (North 
American Renewables Registry and NC-RETS) can 
– ensure proper accounting for renewable energy generation, and 
– increase the likelihood of cost-effectively achieving emission-

reduction goals under 111(d) Plans.



With electric industry restructuring in the mid-90s, and the creation of 
“portfolio-standard” mechanisms and disclosure requirements,  tracking 
systems were established to support purchases of renewable energy.

Tracking systems “bifurcated” the electricity commodity into two parts:  the 
generation “attribute” and “electrons”
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Ensuring Legitimacy for Renewables

• U.S. tracking systems work fine, but…

– RECs will need an “appropriate” carbon value 
(origin) to properly reflect displaced carbon 
where they are purchased (eventual 
retirement). 

– Beware, however, of policies that would put 
renewable energy and accounting for 
renewable energy at risk.  



It is good news that there is a growing 
market for renewable resources.

New Terminology:  Parallel Accounting.

http://www.wri.org/sites/default/files/Corporate_Renewable_Energy_Buyers_Principles.pdf

http://www.wri.org/sites/default/files/Corporate_Renewable_Energy_Buyers_Principles.pdf


A Brief 101 Text on 
Tracking Systems and 

111(d) Compliance

http://www.resource-
solutions.org/pub_pdfs/Tracking%20Renewable%20
Energy.pdf

http://www.resource-solutions.org/pub_pdfs/Tracking Renewable Energy.pdf


The Clean Power Plan & Regional Compliance 

First, Some Thoughts on Renewables 

Next, Two Regional Compliance Models:

– “Cap-and-Invest”

– “The Carbon Reduction Credit Program”



Cap-and-Invest

• If the goal is to reduce emissions at least 
cost, then design the entire program to 
accelerate low-cost reductions.

• RGGI states recognized that investing in 
energy efficiency is the cheapest, fastest, 
most direct way to do that.

• The “revenue” side of the cap-and-trade 
system is a key part of the program design. 



Cap-and-Invest

• Carbon revenues are more important than carbon 
prices.  

• Carbon prices at the levels that are acceptable 
politically in the US are insufficient to drive a 
transformation on the demand side, (or for that 
matter on the supply side).  

• Greater carbon reduction per power consumer 
dollar in rates via direct energy efficiency 
programs than they would occur via the 
conservation effect of just raising rates.
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Annual CO2 Emissions Saved by: Increasing Rates 3%; and Increasing Rates 3% to Fund Energy 
Efficiency (Ohio Example)

Annual carbon dioxide
emissions avoided from
raising rates 3% and
funding EE

Annual carbon dioxide
emissions avoided from
raising rates 3%

Cumulative CO2

emissions avoided 

from raising rates 3% 

and funding EE, 

2006-2026: 1,557 

million tons

Cumulative CO2

emissions avoided 

from raising rates 3%, 

2006-2026: 209 

million tons

Assumptions: Electricity use increases by 1.7% per year; Retail electric sales increase by 3%; Price elasticity is -0.25 (-0.75 for a 3% 

increase), distributed over 5 years; Carbon dioxide emissions are 0.915 tons per MWh in Ohio; Cost of EE is 3 cents per kWh; 

Average EE measure life is 12 years

Two Paths:  Increasing Rates 3%
Increasing Rates 3% to fund Energy Efficiency  



Consumers are better off if 

• Revenue is invested in efficiency rather than 
returned directly to consumers  

• Efficiency programs deliver more than $1 in 
benefits for each $1 delivered, so consumers 
are getting more value this way than through 
a direct rebate.  
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Consumer Benefit 
Allocation

Energy 
Efficiency=Lower 

Demand for Electricity

Lower Demand=Less 
Generation and Fewer 

Emissions

Fewer 
Emissions=Lower 

Demand for Allowances

Lower Demand for 
Allowances=Lower Cost 

for Allowances

Lower Cost for 
Allowances=Lower Cost 

of Program

Lower Cost of 
Program=Lower Cost to 

Customers

Additional Benefits: Lower Program Costs



Additional Non-Price Benefits

• Lower stress on transmission/distribution systems, thus greater reliability;

• Less need for expensive new lines;

• Lower emissions of conventional pollutants; 

• Improved health benefits;

• Less money leaving a state to import energy;

• Greater ease in meeting renewables targets (lower demand means fewer 
RECs; and

• Substantial macro-economic benefits (Analysis Group Study)
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Cap-and-Invest

• Consider the value of a coordinated
effort to both discourage the use of 
carbon-intensive resources and 
encourage alternatives. 
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Complying With 111(d): 
Exploring the Cap-and-
Invest Option. 

Public Utilities Fortnightly. 

http://www.raponline.org/document/download/id/7007 .

http://www.raponline.org/document/download/id/7007
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Carbon Reduction Credit Program

• Awards carbon reduction credits (CRCs) to 
generators and others based upon their 
output and CO₂ emission rate relative to 
the EPA standards. 

• Owners or operators of regulated facilities 
then retire CRCs in sufficient amounts to 
demonstrate emission rate compliance. 



Carbon Reduction Credit Program

• For each MWh of electricity produced (or saved with energy 
efficiency), one credit is awarded for each pound of emissions 
less than that permitted by EPA’s proposal, with negative 
credits provided for excess emissions. 

• Example: 

– Standard is 1200 lbs/MWh 

– Generator with an emission rate of 1000 lbs/MWh produces 
1000 MWh

– Generator receives 200,000 credits for that year:



Facilities that emit CO₂ at a rate greater 
than the EPA standard

• Facilities that emit CO₂ at a rate greater than the EPA 
standard for that year would receive negative credits, using 
the same formula as above. 

• Example: 

– Standard is 1200 lbs/MWh 

– Generator with an emission rate of 1400 lbs/MWh produces 
1000 MWh

– Generator receives 200,000 negative credits for that year.



Facilities that emit CO₂ at a rate greater 
than the EPA standard

• Generators with negative credit balances will 
have a compliance obligation to the extent of 
that negative balance, which they would meet 
by acquiring or earning CRCs.  

• At the end of a compliance period, a 
generator will be in compliance with the 
standard if it holds a non-negative number of 
credits.  



Zero-Emission Electricity

• EPA has identified zero-emission (e.g. renewable 
and some nuclear) energy production and energy 
efficiency programs as emission reduction systems 
that states can use to reduce the emission rates of 
their generation portfolios. 

• Because RE/EE produce/avoid megawatt-hours 
and have zero emissions, EPA has authorized the 
associated energy to reduce the average emission 
rate for all generators in a state. 



Zero-Emission Electricity

• State would determine the production or, in 
the case of energy efficiency, the savings. 

• Those financially responsible for the 
development of these resources, i.e. the 
utility or renewable energy certificate (REC) 
holder, would be entitled to receive the CRCs 
in the states where those measures are 
deployed.   



Zero-Emission Electricity

• For every megawatt-hour produced or saved 
in a year, these measures receive credits 
equal to the target emission rate during that 
year.  

• Example:
– Standard is 1200 lbs/MWh 
– Renewable resource produces 1000 MWh, or an 

efficiency measure reduces consumption by 1000 
MWh

– Responsible party is awarded 1,200,000 CRCs



Carbon Reduction Credit Program

• Generator compliance demonstrated by 
showing a non-negative balance at the end 
of the relevant compliance period.

• State compliance demonstrated by adding 
up generator balances:  

– State is in compliance if, overall the state’s 
generators have no negative balance



CRC Observations

• EPA’s proposes statewide standards; states 
translate those statewide requirements into 
specific, enforceable, requirements for 
regulated facilities.  

• A well-designed state program:
– technology neutral, flexible, market-based, low-

cost, technically sound, and easy to administer 
and enforce. 

• Fairness:  facilities assume responsibility for 
their relative contributions toward state 
compliance. 



CRC Observations

• This is an air program:  CRC does not require 
state or federal environmental regulators to 
oversee and enforce specific state-level 
energy policies associated with renewable 
energy, energy efficiency or electric system 
resource planning and operations.  

• These commitments would be difficult for 
environmental regulators to enforce, and 
would place them in a role typically reserved 
for state public utility commissions. 



Thanks for the invitation. 
I look forward to your questions.



Engaging State Regulators & 
Other Decision Makers



Engaging State Regulators & 
Other Decision Makers

• A Helpful Historical Lesson

• Consider the Regulator’s perspectives



U.S. Climate Regulation—2008/2009

• Conventional Wisdom—Congress Failed to 
Adopt a Climate Policy

– McCain/Lieberman

– Waxman Markey

– Cantwell Collins



U.S. Climate Regulation—2008/2009

• Valuable Takeaway—States Identified 
Power Sector Carbon Compliance 
Measures:

– Complementary Measures (circa 2009)

– Beyond the Fence Measures (2014)



http://www.naruc.org/Publications/ClimateIssueBrief4_Jul2009.pdf

http://www.naruc.org/Publications/ClimateIssueBrief4_Jul2009.pdf


NARUC Climate Issue Brief #4

For decades, the goals of State clean 
energy investment have been consistent 
with initiatives that only now are being 
explicitly described as “carbon policies.” 



Climate Issue Brief #4 cont.

Recent experience demonstrates that such 
policies as programmatic end-use energy 
efficiency and renewable portfolio standards 
are not merely “complementary” to the 
price signal established by a carbon policy, but 
could constitute the primary means for 
reducing CO2 emissions in the energy sector. 



Advocates Might Consider

• Think of 2009 as the “starting point” of 
the compliance conversation with States.

• Make note of NARUC’s position on this 
from 5 years ago.

• Instead of asking for something to “start 
from zero” today, think of it asking states 
to do “more of what they’re already doing.”



Thinking About EPA’s 
Clean Power Plan from the 
Point of View of the Energy 
Regulator

RAP_ColburnJames_PreparingFor111dStepsRegulatorsCanTakeNow_2014_JUL_07

http://www.governorswindenergycoalition.org/wp-content/uploads/2014/07/RAP_ColburnJames_PreparingFor111dStepsRegulatorsCanTakeNow_2014_JUL_07.pdf


Good Advocacy—One Opinion

• Successful Advocates:

– Recognize the decision-makers 
goals/constraints; and

– Help the decision-maker reach her goals.

• This is especially the case in “un-mapped” 
or unclear circumstances.



Ken Colburn, RAP  



Shared Interests:  Low-cost solutions



A Role for Consumer Advocates

• Can they help talk emission reductions to 
energy regulators?

• Can they help talk least-cost 
environmental solutions to environmental 
regulators?

• Can environmental advocates work more 
closely with consumer advocates to help 
them?



Shared Interests:  Low-cost solutions



Colburn and James

• Engage with fellow state regulators

• Engage with other states.

• Engage and strengthen relationships with 
EPA regional offices



Colburn and James

• Initiate or deepen engagement with those 
responsible for managing the regional 
electricity grid.

• Evaluate the state’s evaluation, 
measurement, and verification (EM&V) 
protocols for energy efficiency (EE) 
programs.

• Update or conduct maximum potential 
studies for EE and renewable energy



Colburn and James

• Determine if additional value can be obtained 
from state EE and RE programs.

• Incorporate GHGs in relevant energy and 
environmental planning and regulatory 
processes.

• Consider the staging of actions to reduce 
GHG emissions.

• Eliminate “silos” that segregate multiple 
pollutants (e.g., CO2, SO2, NOx) and media 
impacts (e.g., air, water, waste).



Thanks for the invitation. 
I look forward to your questions.



About RAP

The Regulatory Assistance Project (RAP) is a global, non-profit team of experts that 
focuses on the long-term economic and environmental sustainability of the power 
and natural gas sectors. RAP has deep expertise in regulatory and market policies 
that:

 Promote economic efficiency
 Protect the environment
 Ensure system reliability
 Allocate system benefits fairly among all consumers

Learn more about RAP at www.raponline.org

David Farnsworth: dfarnsworth@raponline.org
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