Mass-based Approacheg T

Rate-based Approaches

:'Uhlrty Budget

Utility Rate

Full Rate-based Trading
at Unit Level

Utility Rate
w/Optional Trading

How is the EPA-goal
applied and to whom?

State applies the EPA-
prescribed state rate to each
Utllity. State either provides &
mechanism—a credits desk—
for Issuing utilities credit for
certain measures, such as EE
and RE, or the state prescribes
other method for adjusting

utilities’ rates.

State applies the EPA-
prescribed rate to each electric
generation unit. State provides
a mechanism-—a crediis
desk—for issuing credit for
creditable measures such as
EE and RE. State issues
credits automaticaily fo fossil
units that generate at below the
prescribed rate.

| Bame as Utility Rate, except a

credits desk for issuing credits
is clearfy the best opfion.

What does the regulated entity

have to do?

facqwred from other entities
‘dern strate comphan

asure mom!or and report its-if

Measure, monitor and report its

1 CO, emisslons and generation
1 from all of the entity’s covered
<[ units;

-] The entity submits a

1 compliance statement at the

1 end of sach compliance period

te demonstrate that it meets the

i prescribed rate across its

portfolio, after adjusting for
creditable activities. Utility can
adjust its rate with credits
issued by the state or otherwise
in accordance with state-
established methods for
adjusting rate for creditable

activities,

Measure, monitor and report its
CO, emissions and generation
from all of the entity’s covered
units;

Each unit must either
demonstrate that it actually met
the prescribed emissions rate
or submit enough credits to
allow its actual emissions rate
o be adiusted to meet the
prescribed emissions rate.

Units that generate below the
rate earn credits.

Measure, monitor and report its
CO, emissions and generation
from all of the entity's covered
units;

Entities that choose to manage
the rate across their portfolio
without trading submits a
compliance statement at the
end of each compliance period
to demonstrate that they meet
the prescribed rate across a
utility portfalio, after adjusting
for creditable activities;

Entities that opt into trading can
use credits purchased from
other entities to demonstrate
compliance. :

Does the Approach Lend lself

to Multistate Collahoration?

:| Where a utility operates in
‘| more than one state, in order

for the utility to manage its
portfolio across multiple states

-1 all of the states would have to
.| average their emissions rate

1 goals to arrive at one multi-

1 state goal. Then the states

| would have to permit the

averaging of the utility's

| adjusted smissions rate across
1 the utility’s portfolio irrespective
| of state boundaries.

Full Rate-Based Trading
between states requires the
states to first average their
state emission rates to arrive at
one multi-state goal. Then
each state would allow their
units fo use credits from the
other state(s) for compiiance
purposes.

An emissions, generation, and
credit tracking system would be
necessary.

When trading is optichal in the
rate-based context, the states
that wish to “link” must first
average their emissions rate
goals to arrive at one multi-
state goal. Linking fwo states
couid then take the form of the
approach described under
Utility Rate or the approach
described under Full Rate-
Based Trading, or both. With
trading, there is a need for a
tracking system.




. Mase-based Approaches -

Rate-based Approaches

Utility Rate

Full Rate-based Trading

Utility Rate
w/QOpticnal Trading

BENEFITS OF THE APPROACH

The utility rate approach allows

| limited flexibility for utilities to

manage their emissions rates

| acraoss all of their affected units,

Most likely to result in least-
cost outcome among the rate-
based approaches because it
allows units to find lowest cost
credits. .

Allows for smooth interaction
with wholesaie electricity
markets because credit price is
simply subtracted or added to
the generator's bid.

Credit trading makes multistate
collaboration easier than with
the Utility Rate approach.

Can provide many or all of the
benefits of Full Rate-Based
Trading while leaving the
decision whether to trade up to
the utility or other unit-owning
entity.

CHALLENGES OF THE APPROACH

By taking frading optioral, the::

tate st admmlster two kinds

wholesale: elecirlcnty market?

Crediting for energy efficiency,
renewables and other activities
makes this approach more
complex than Its mass-based
counterpart.

Without the fiexibility to
leverage the lowest cost

I emission reductions regardless
4 of where they are located, this

approach is not likely to result

1 in the leasi-cost outcome.

1 Presents chalienges for small
1 utiities or coops, and for

merchant generafors that have
less to work with on their
systems.

Multistate collaboration more
cumbersome than full trading
and requires state goals to be
averaged together.

Crediting for energy efficiency,
renewables and cther activities
makes this approach more
complex than iis mass-based
counterpart.

Multistate collaboration more
complex than mass-based
counterpart because it requires
that state goals be averaged
together; and crediting -

‘mechanisms will differ

substantially from state to state
unless there is coordination on
the development.

No experience with this
approach.

Timing of credits issuance and
availability a concern.

By making trading optional, the
state must administer two kinds
of compliance.

Crediting for energy efficiency,
renewables and other activities
makes this approach more
comptex than its mass-based
counterpart.

Muitistate collaboration more
complex than mass-based
counterpart because; requires
state goals to be averaged
together; and crediting
mechanisms will differ
substantially from state to state
untess there is coordination on
the development.
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