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Elections have Climate Policy Consequences

* Federal Climate Policy conversations fill the
cybersphere...

* The Biden Administration wants net zero CO,
economy wide by 2050 and 100% clean electricity 100%
by 2035

* The US has rejoined the Paris Agreement and
announced a new Nationally Determined
Contribution (NDC) for 2030 today

e Goal — economy-wide 50-52% reduction from
2005 by 2030

* Specific policies are TBD 38%
28%
 Electricity sector will play prominent role Clean electricity
. . . Share of U.S. electricity
* The legislative branches and federal agencies D
(EPA) are a|SO talklng CIlmate p0|lcy. carbon sources

2001 2019 | 2035



Many Tools in the Climate Policy Toolbox

* Likely to be a sectoral approach and not an
economy wide cap or carbon price

* Focus on three tools for electricity:
* EPA Regulation under the Clean Air Act
e Start with coal but could do more

* Legislative requirements for the
electricity sector

* This is the stick

* Legislative incentives including tax
credits and direct expenditures on clean
electricity (American Job Plan has both)

* This is the carrot

Multiple tools will likely be invoked to do the job!



EPA Regulations to Limit CO,

* Prior Attempts
* Obama’s Clean Power Plan (CPP) struck down as too broad for 111(d).

* Targeted system-level reductions and not “inside the fence” approach
* Trump’s Affordable Clean Energy (ACE) Rule struck down as too narrow.
e Standards based on narrow set of technologies to reduce emissions
e Options for the Biden Administration
* EPA expected to propose new rules to reduce emissions at coal plants
» Co-firing with natural gas might be a strategy/basis for standards

e Other parts of the Clean Air Act could impact coal

* Mercury and Air Toxics Standards
e Section 115 of the CAA is a less likely (not impossible) option

e Authorizes EPA to require states to address emissions that affect
other countries

* Could be comprehensive (cross sector approach)

* Questions about legal fragility



CAA Regulations of Coal Based on NG - Cofiring

Co-firing coal with natural gas is a possible approach to
reduce emissions

* Adequately demonstrated and commercially available
* In use at many coal plants
Co-firing at 20% allows for substantial emissions reductions

* Higher percentages are possible with higher emissions
reductions

* Leads to a 10% reduction in emissions rates

Outcomes depend on policy design
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* Plant specific Cofire Rate Standard (biggest redturctions)

* Tradable Performance Standard based on cofiring
emissions rate

* Mass based approach (most flexible)

Tradeoff between flexibility and stringency
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—e—Baseline

—e—Plant-level Cofire Rate Standard

State Cofire Tradeable
Performance Standard

National Cofire Tradeable
Performance Standard

—e—State Cofire Mass Equivalent
(1 year lookback)

—e—National Cofire Mass Equivalent
(1 year lookback)

—e—State Cofire Mass Equivalent

(2 year lookback)

—e—National Cofire Mass Equivalent
(2 year lookback)



Legislation, Politics and Budget Reconciliation

* There are likely not 60 Votes in Senate for any Climate Policy
that directly addresses CO, emissions.

Reconciliation Process

Budget Resolution: With
detailed instructions

* Reconciliation is a pathway to legislative success with 51 votes v
(including VP Harris). g Sl
. . . . . . appropriate language
* Subject to constraints of a budget resolution with instructions -
tO Committees inVOIVed. Each chamber votes to pass their version. Bill can

go either way, through normal committee process
or straight to the floor

* It bans non-germane amendments in the Senate debate and . 4

. . Sent to the floor
legislation must spend or tax. -

. . . . . . No Agreement v
[} -
Time perlod is limited to 10-year budget window (unless T e
- mmitt rom both 5
there is a pay-for). e o o0 Votes achieved
- ) _ ) reconcile each bill in the Senate
* Typically, only once per budget cycle, but parliamentarian said v A
Sent to the floor '

additional opportunities are possible.
President Signature: Success!

Senator Manchin has a lot of power in this effort to develop climate policies.



Policy Options for Federal Legislation

Emissions cap and trade
e Economy-wide

* Electricity sector only

Direct price on carbon
* Dividends to consumers
* Reduce other taxes
* Use revenue to pay for infrastructure

Clean Electricity Standards

e Builds on RPS policies in states

Extended and expanded clean electricity tax incentives

* Extended in time

* Expanded to other technologies (CCS, batteries,
transmission)

* See Clean Energy for America Act (introduced yesterday)



Clean Electricity Standard (CES)

e Beyond Renewables: Expanded version of RPS policy
* Credits other sources of zero/low carbon electricity
* Nuclear and hydro
* Fossil with CCS (or not)

Reducing Emissions from Electricity
* Low carbon sources get partial credit

a0

* Imposes requirement on electricity retailers for % Clean

* Required clean share ratchets up over time

Wl C0e

* Qualifying generators earn credits for producing
electricity

Geeenhoutre Gas Emissions

* Tradable clean energy credits

e Other design features

* Regional targets/markets

QFT\ TINA SM|TH

e Deliverability requirements
e Credit Banking

e Credit Energy Efficiency savings?
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Thank You

Advanced Energy Economy

American Council on Renewable Energy

American Public Power Association
American Wind Energy Association
Calpine

ClearPath

Clearway Energy

Electric Power Supply Association
Electric Power Research Institute

Electricity Consumers
Resource Council

Enel Foundation
Energy Foundation
Exelon

Google

Gridlab

ISO New England

LS Power
Microsoft

Midcontinent Independent
System Operator

National Hydropower Association

New York Independent
System Operator

NextEra

NRG Energy

National Hydropower Association
Nuclear Energy Institute

PJM Interconnection

Renewable Energy Buyers Alliance
Rocky Mountain Institute
Sustainable FERC

Tenaska

Vistra



Submit comments for the Future Power Markets Forum website

Website powermarkets.org

Contact team@powermarkets.org
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