Michigan Carbon Rule
Questions for Stakeholder Sectors
The purpose of these questions is to provide an opportunity for meaningful, timely and impactful feedback on Michigan’s compliance path and future stakeholder engagement strategies. These questions are meant to provide input on the most notable aspects of the state’s initial state plan submission. There is also an opportunity to provide general comments.
You don’t have to answer all of the questions, just the ones you feel are important. Please read through all of the questions and refer to the glossary (italicized words/phrases) and other reference documents for more information. 
Thank you for taking the time to participate in the state’s carbon rule stakeholder process by answering these questions.
	COMPLIANCE METHODS
Referring to the EPA flow chart, the state plan must be based on either a rate-based program or a mass-based program.  Each program has different requirements.

	
	1. Why would mass based or rate based plan be better for Michigan? Why?

	
	

	
	Mass – States must address new natural gas generation in a mass-based plan. States have the option of including new sources under a slightly higher cap or to address the potential shift in generation in another way.

	
	2. Should the state plan cover new sources, and if not, how should we show there is no need to do so? Why?

	
	

	
	3. Assuming a mass based method is chosen, how should the state distribute the carbon emission allowances?  By auction, grandfathering, output based, credit for early action or other method and why?

	
	

	
	Rate

	
	4. Assuming a rate based method is chosen, should we subcategorize or use a state average? Why?

	
	



	

	TRADING
Trading is allowed under the Clean Power Plan. Trading can take different forms such as “trading ready” which allows open trading with any other state.  Another form of trading is a multi-state agreement where two or more states may have an agreement for trading among themselves, though in some cases this can involve accepting joint liability for compliance failures.  
Rate-based states and mass-based states cannot trade with each other.  A rate-based state can trade with other rate-based states so long as the emissions standards match and the basis for emission rate credits (ERCs) is the same.  Mass-based states may trade among themselves. In addition, EPA has indicated that state plans can provide for banking, which allows excess allowances or ERCs to be banked for use in the future.

	
	5. Should Michigan trade with other states, and if so, should we be “trading ready” or pursue formal multistate agreements? Why?

	
	

	
	6. Should banking be allowed? How can banking be used in the Michigan plan? How would we ensure banked allowances do not cause Michigan to exceed our cap in the later years of the plan?

	
	



	

	CLEAN ENERGY INCENTIVE PROGRAM
EPA proposed a Clean Energy Incentive Program (CEIP) for the Clean Power Plan. This is a voluntary program to incentivize energy efficiency and renewable energy in low income communities.   

The proposed CEIP program would reward early carbon emissions reductions derived from energy efficiency and renewable energy projects completed (or commenced) in low income communities following the State Plan submittal but prior to the first compliance period which begins in 2022. EPA has a matching pool of ERCs or allowances to grant additional credits for these early action/projects.

So far EPA has not defined low income communities and has not established how renewable energy would be credited in these communities.  (The CEIP proposal has not been finalized so EPA has not established how early action would be credited.)

	
	7. Should Michigan incorporate the CEIP in the state plan?  

	
	

	
	8. If Michigan does not pursue the CEIP option, what other ways could we recognize or incentivize those whose early actions help us reach compliance?

	
	



	

	VULNERABLE COMMUNITIES OUTREACH
The Clean Power Plan also requires meaningful public engagement for state plan development that includes outreach to vulnerable communities.

	
	9. [bookmark: _GoBack]What specific communities may experience economic or environmental concerns related to implementation of the state plan?

	
	

	
	10. The state is required to demonstrate how it is engaging with vulnerable and low income communities. How specifically should the state’s plan meet this requirement? 

	
	



	

	ADMINISTRATIVE

	
	11. How should the state cover its cost to administer the rule?

	
	



	

	OTHER

	
	12. Is there anything else the state should consider in the development of the state plan?

	
	




