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Regional Greenhouse Gas Initiative - RGGI
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Regional Greenhouse Gas Initiative - RGGI

• Northeast and Mid-Atlantic states cap and reduce carbon 
dioxide emissions from the power sector

– Power plants 25 MW or greater to hold one CO2 allowance for each 
ton of CO2

– Three-year control periods starting with 2009-2011, currently in 
third control period  (2015-2017)

– 2015 first year of interim compliance

• CO2 Cap: 88.7 million short tons in 2015, and declines 2.5 
percent each year until 2020

– Two interim adjustments to the cap (2014-2020) to account for 
banked allowances

– 2015 RGGI adjusted cap is 66.8 million short tons

– Cost containment reserve (CCR) of 10 million allowances
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RGGI Experience: Pollution Reductions 
with Economic Growth
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RGGI Mechanics in Brief

• Quarterly regional CO2 allowance auctions

– CO2 allowances are issued by each state

– Compliance occurs at the state level

– One tradable CO2 allowance market - CO2 allowances are 
fungible across the multi-state region

– CO2 allowances issued by any participating state can be used for 
compliance in any of the participating states

• Auction proceeds invested by the states 

• Centralized allowance tracking and emissions tracking 
platform (RGGI COATS)

— Market monitoring of CO2 allowance market

— Limited use (3.3%) of offsets
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RGGI’s Efficient Market-Based System

• RGGI states have distributed 
approximately 90% of allowances 
by auction

• More than $2 billion in auction 
proceeds through 28 auctions

• Invested more than $1 billion of 
auction proceeds in range of 
energy efficiency, clean and 
renewable energy, direct bill 
assistance, GHG abatement 
programs
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RGGI’s Efficient Market-Based System

• CO2 allowance auctions are open to all prequalified 
bidders 

• After six years, no evidence of anti-competitive 
conduct

• 28 quarterly auctions held since September 2008

– Total of 759 million CO2 allowances sold

• CO2 allowance auction clearing prices  have ranged 
from $1.86 to $5.50.
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RGGI Auction Clearing Prices Summary
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First Control Period Auctions

AUCTION: 3 4 5 6 7 8 9 10 11 12 13 14

Clearing 

Price
$3.51 $3.23 $2.19 $2.05 $2.07 $1.88 $1.86 $1.86 $1.89 $1.89 $1.89 $1.89

Allowance 

Demand
2.5x 2.6x 2.5x 2.6x 2.3x 1.3x 0.75x 0.57x 1.1x 0.3x 0.18x 0.63x

Second & Third Control Period Auctions

AUCTION

: 
15 16 17 18 19 20 21 22 23 24 25 26 27 28 29

Clearing 

Price
$1.93 $1.93 $1.93 $1.93 $2.80 $3.21 $2.67 $3.00 $4.00 $5.02 $4.88 $5.21 $5.41 $5.50 $6.02

Demand 0.62x 0.57x 0.65X 0.53x 2.2X 2.1X 2.01X 2.7X 3.1X 2.9X 2.5X 2.5X 2.8X 3.1X 3.4X

Allowance Demand

with CCR supply 

(Auction 23)

2.5X

Allowance

Demand 

with CCR 

Auction 29

2.1X



Why Do a Market-Based Multi-State Cap?

• Proven model

• Cost-effective

• Limit on emissions – easy to verify

• Simple, transparent, and verifiable tracking 
and compliance system

• Economic and consumer benefits

• Aligns with the regional nature of the 
electricity grid

• Fosters regional cooperation

9



RGGI Experience: A Triple Set of Benefits
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• Environmental Benefits

• Consumer Benefits

• Economic Benefits



RGGI Experience: Environmental Benefits

• Reinvestment of  auction proceeds 
helps reduce GHG and traditional 
Clean Air Act pollutant emissions

— RGGI power sector CO2 emissions 
declined over 40 percent since 2005

• RGGI cap helps drive transition to 
cleaner fuel and energy sources

― In 2013, almost half of total power 
generation in the RGGI states was 
clean or renewable
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RGGI Experience: Total Generation Mix
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RGGI Experience: Total Generation Change 
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RGGI Experience: Consumer Benefits

• More than 3.7 million households 
and 17,800 businesses are 
participating in RGGI proceeds-
funded programs

• RGGI proceeds invested in energy 
efficiency,  clean and renewable 
energy, energy bill assistance and 
GHG abatement  through 2013 
returning $2.9 billion in lifetime bill 
savings to consumers
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Vermont Rural Apartment House

• Local housing agency was 
spending $16,500 per year 
for heat and hot water in 5-
unit, 130-year-old farmhouse.

• House used ~ 3,500 gallons 
of oil and 20,300 kWh 
annually moved to propane. 

• Post-retrofit energy savings 
of 58% and cost savings of 
$8,000 annually.
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RGGI Experience: Economic Benefits
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• An independent 2015 report by the 
consulting firm Analysis Group found 
that RGGI’s second three years are 
creating:

̶ $1.3 billion in net economic benefit

̶ 14,200 additional job-years

• In addition to benefits from RGGI’s 
first three years:

̶ $1.6 billion in net economic benefit

̶ 16,000 additional job-years

• Benefits in each state – but more with 
higher energy efficiency investments



Medical Center at 
Franklin Community Health Network

High-efficiency 
fluorescents with 
occupancy and 
daylight sensors, 
HVAC systems with 
highly efficient 
motors, variable-
speed drives cut 
motor power 
consumption –
reduced bill by 28%!
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RGGI Program Review Highlights

• RGGI states work with stakeholders on comprehensive 
program evaluations

• Last program review resulted in updates:

̶ Reduction in the 2014 RGGI cap from 165 million short tons to 
91 million short tons

̶ Interim adjustments to the state CO2 allowance budgets to 
account for banked allowances

̶ Cost Containment Reserve

̶ Interim compliance

• Modeling and Analysis indicate that the changes would: 

̶ Increase gross regional product, real personal income, and jobs

̶ Reduce projected 2020 power sector pollution to about half of 
2005 levels
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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 
sector. 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 Littell

dlittell@raponline.org 207 592 1188

mailto:dlittell@raponline.org

