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Emissions Trading ScenariosEmissions Trading Scenarios
“the ongoing series, what’s coming up?”“the ongoing series, what’s coming up?”

Air Quality Consulting and Source Emissions Testing 
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Emissions TradingEmissions Trading
Definition:  

Tradable-permit system in which a greenhouse gases 
emitter (firm our country under obligation to limit its 
total air pollution emissions to a specified level) can 
buy/sell permission to emit a certain amount of 
emissions from/to other emitters (who are below/above 
their limit).  The market price of these permits (called 
‘pollution credits’) reflects the marginal cost of emission 
reduction and gives an emitter the incentive to install 
and manage a cost effective pollution control system as 
an income producing asset.  Accumulating emissions 
reductions for trading is called ‘banking.’)
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CRYSTAL CLEAR!!  CRYSTAL CLEAR!!  (NOT!)(NOT!)

• The definition you just read ends the crystal clear part of 
my presentation

• This “shades of gray” presentation on GHG’s and  
emissions trading, comes from a source tester, not an 
emissions trader.

• By most indications, this “new carbon constrained world” 
is coming to your plant soon!

• Still trying to hit a MOVING TARGET
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• U.S. Environmental Protection Agency (EPA) 

EPA Seeks Public Comment on Annual U.S. Greenhouse Gas Inventory 

Contact: Roxanne Smith, 202-564-4355 / smith.roxanne@epa.gov 

(Washington, D.C. – March 4, 2009) EPA is seeking public comment on the annual Inventory of 
U.S. Greenhouse Gas Emissions and Sinks: 1990-2007 draft report. This report will be open for 
public comment for 30 days after the Federal Register notice is published. 

The draft report shows that overall emissions during 2007 increased by 1.4 percent from 
the previous year.  This trend was due primarily to an increase in carbon dioxide emissions 
associated with fuel and electricity consumption. The total U.S. greenhouse gas emissions 
were about 7,125 million metric tons of CO2 equivalent. Overall, emissions have 
grown by 17.1 percent from 1990 to 2007. 

The inventory tracks annual greenhouse gas emissions from 1990 to 2007 at the national level. 
The gases covered by this inventory include carbon dioxide, methane, nitrous oxide, 
hydrofluorocarbons, perfluorocarbons, and sulfur hexafluoride. The inventory also 
calculates carbon dioxide emissions that are removed from the atmosphere by “sinks,” e.g., 
through the uptake of carbon by forests, vegetation, and soils. 

This annual report is prepared by EPA in collaboration with experts from multiple federal 
agencies. After responding to public comments, the U.S. government will submit the final 
inventory report to the Secretariat of the United Nations Framework Convention on Climate 
Change (UNFCCC). The report will fulfill the annual requirement of the UNFCCC 
international treaty, ratified by the United States in 1992, which sets an overall 
framework for intergovernmental efforts to tackle the challenge posed by climate change. 

Information on the draft report and how to submit public comments: 
http://epa.gov/climatechange/emissions/usinventoryreport.html 

mailto:smith.roxanne@epa.gov
http://epa.gov/climatechange/emissions/usinventoryreport.html
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March 4, 2009         Power Magazine March 4, 2009         Power Magazine 
O’Bama’s 2010 Budget Calls for Carbon Cap-and-Trade….O’Bama’s 2010 Budget Calls for Carbon Cap-and-Trade….

Factoring in Proceeds from a Carbon Cap-and-Trade System
To fund investments in clean energy, the Obama administration proposed to enact a carbon cap-and-

trade system, projecting that proceeds from the 100% auction could total $646 
billion between 2012 and 2019. It anticipates that this revenue could provide $150 
billion of clean energy funding by 2022—or $15 billion over 10 years, starting in 2012. The 
balance would be returned to taxpayers.

In the budget, the administration also laid down plans to develop an economy-wide greenhouse gas 
(GHG) reduction program, saying that it would work with key stakeholders and Congress to 
reduce U.S. emissions by about 14% below 2005 levels by 2020, and 83% 
by 2050.

This “policy approach … dramatically reduced acid rain at much lower costs than the traditional 
government regulations and mandates of the past,” the budget said.

Along with expanded support at the Energy Department for technologies that mitigate emissions, the 
budget also proposes new funds for a NASA space-based GHG monitoring system, and for the 
Interior Department to tackle the impact of climate change on public lands.

It also asks for $19 million to allow the Environmental Protection Agency (EPA) to work on a GHG 
emission inventory and to work with industry sectors to report emission data. In total under the 
budget, the EPA could receive $10.5 billion—a 34% increase over the amount that will likely be 
enacted for 2009.

The plan incited heated reactions from the power sector. Duke Energy CEO Jim Rogers, who supports 
a carbon cap, told Bloomberg that he was concerned that some of the money would not be used 
to promote clean energy. He also said that consumers in the 25 states that rely 
on coal-fired generation could see up to a 40% increase in electric bills, 
which would force them to “carry a heavy burden and then not get the money to help them solve 
the problem.”

http://www.bloomberg.com/apps/news?sid=apa_zh05TZBU&pid=20601103
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Jackson: Proposed Budget Shows 'EPA Is Back on the Job'
Environmental Protection     March 4, 2009 

The Obama administration on Feb. 26 proposed a budget of $10.5 billion for the U.S. Environmental Protection 
Agency, the largest in the agency's 39-year history, according to an EPA press release. 
The increase of $3 billion from 2008 funding levels will further ensure the protection of public health and the 
environment for all Americans. 
"The president's budget proposes critical resources to protect the American people and the places where they 
live, work, and play," said EPA Administrator Lisa P. Jackson. "We are no longer faced with the false choice of a 
strong economy or a clean environment. The president's budget shows that making critical and responsible 
investments in protecting the health and environment of all Americans will also lead to a more vibrant and stable 
economy. With these proposed resources, and the president's strong environmental agenda, it should be 
overwhelmingly clear that EPA is back on the job." 
Last week, President Obama announced the American Recovery and Reinvestment Act of 2009, which includes 
$7.22 billion for EPA-administered projects and programs to protect human health and the environment. 
Some key highlights of 2010 budget initiatives include: 
• $3.9 billion for the Clean Water State Revolving Fund and Drinking Water State Revolving Fund grants to 
support approximately 1,000 clean water projects and 700 drinking water projects -- this year's largest single 
investment. EPA will work with state and local partners to develop a sustainability policy, including management 
and pricing, conservation, security, and a plan for adequate long-term state and municipal funding for future 
capital needs. 
• A new $475 million, multi-agency Great Lakes Initiative to protect the world's largest fresh water resource. EPA 
will coordinate with federal partners, states, tribes, localities and other entities to invasive species, non-point 
source pollution, habitat restoration, contaminated sediment, and other critical issues. 
• A $19 million increase for the greenhouse gas emissions inventory and related activities that will provide data 
critical for implementing a comprehensive climate change bill. EPA's funding for climate change investments is 
the foundation for working with key stakeholders and Congress to develop an economy-wide cap-and-trade 
program to reduce greenhouse gas emissions approximately 83 percent below 2005 levels by 2050. 
• Strengthening EPA's core research, enforcement, and regulatory capabilities. The budget request also proposes 
reinstating the Superfund excise taxes that expired, which would collect more than $1 billion annually to fund the 
cleanup of the nation's most contaminated sites. 
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WRBA’s old CO2 reduction plans WRBA’s old CO2 reduction plans 
are gone forever…are gone forever…

CO2 reduction through ingestion: Emission reduction credits not 
achieved due to increased methane emissions
Bovine  flatulence has received more funding!
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US Environmental Protection AgencyUS Environmental Protection Agency
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Western Climate Initiative (WCI)Western Climate Initiative (WCI)
Who’s in, who’s out?Who’s in, who’s out?

 CARB working with WCI on the implementation 
of the Cap-and-Trade Program.  7 Governors 
and 4 Premiers collaborated in WCI to identify, 
evaluate and implement collective and 
cooperative ways to reduce GHG emissions in 
the region, focusing on a market-based cap-and-
trade program 
www.westernclimateinitiative.org 

http://www.westernclimateinitiative.org/
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Gentlemen, start your engines…Gentlemen, start your engines…
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We are off to the races…We are off to the races…
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• AB 32 - California Global Warming Solutions Act of 2006:  A “first in the world” 
comprehensive program with regulatory and market mechanisms to achieve real, 
quantifiable, cost-effective reductions on greenhouse gases (GHG).

• AB 32 - Scoping Plan:  A key element of AB 32 is the Scoping Plan that lays out the 
proposed regulations to attain the emission reductions required under AB 32, 
including:   

– Energy efficiency programs

– Statewide renewables mix of 33 percent

– CAP AND TRADE program with Western Climate Initiative (WCI) 

– Transportation related GHG emissions

• AB 32 – Mandatory Reporting Rule:  Effective December 2—8, started January 1, 
2009, sources must follow the mandatory reporting requirements

The Swami’s crystal ball says…The Swami’s crystal ball says…
look at CA and Regional Greenhouse Gas Initiativelook at CA and Regional Greenhouse Gas Initiative
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Details are emerging….Details are emerging….

• March 17, 2009: Greenhouse Gas Mandatory Reporting: Training Webinar - March 17th. Use of 
the GHG Reporting Tool by General Stationary Combustion Sources 
http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm

• March 26, 2009: Greenhouse Gas Mandatory Reporting: Training Webinar - March 26th. Use of 
the GHG Reporting Tool for Cement Plants 
http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm

• March 26, 2009: Greenhouse Gas Mandatory Reporting: Training Webinar - March 26th. Use of 
the GHG Reporting Tool for Retail Providers, Marketers, Asset Owning/Controlling Suppliers 
http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm

• March 30, 2009: Greenhouse Gas Mandatory Reporting: Training Webinar - March 30th. Use of 
the GHG Reporting Tool for Refineries, Hydrogen Plants, Oil and Gas Production Sources 
http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm

• March 27, 2009: Greenhouse Gas Mandatory Reporting: Training Webinar - March 27th. Use of 
the GHG Reporting Tool for Electricity Generating and Cogeneration Facilities 
http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm

http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm
http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm
http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm
http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm
http://www.arb.ca.gov/cc/reporting/ghg-rep/ghg-rep.htm
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Targets moving... “low hanging Targets moving... “low hanging 
fruit” is getting higher in the treefruit” is getting higher in the tree
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Regional Greenhouse Gas Initiative Regional Greenhouse Gas Initiative 
(RGGI) (RGGI) 

• RGGI is the first mandatory, market-based effort in the 
United States to reduce greenhouse gas emissions. Ten 
Northeastern and Mid-Atlantic states will cap and then 
reduce CO2 emissions from the power sector 10% by 
2018.

States will sell emission allowances through auctions and 
invest proceeds in consumer benefits: energy efficiency, 
renewable energy, and other clean energy technologies. 
RGGI will spur innovation in the clean energy economy 
and create green jobs in each state. 

• 233 plants, mimics acid rain program from the 1990’s
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RGGI (continued)RGGI (continued)

• Connecticut, Delaware, Maine, Maryland, Massachusetts, New 
Hampshire, New Jersey, New York, Rhode Island, and Vermont 

• The authority of the individual states is the basis for the RGGI CO2 
Budget Trading Programs. Through independent rules and/or 
regulations (based on the "Model Rule") each state limits emissions 
of CO2 from electric power plants, creates CO2 allowances and 
establishes participation in CO2 allowance auctions. Regulated 
power plants will be able to use a CO2 allowance issued by any of 
the ten participating states to demonstrate compliance with an 
individual state program.

• In this manner, the ten individual state programs, in aggregate, will 
function as a single regional compliance market for CO2 emissions.

http://www.rggi.org/about/history/model_rule
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RGGI (continued)RGGI (continued)
How RGGI Cap-and-Trade Works
• To reduce emissions of greenhouse gases, the RGGI participating states are 

using a market-based cap-and-trade approach that includes:
• Establishing a multi-state CO2 emissions budget (cap) that will decrease 

gradually until it is 10 percent lower than at the start 
• Requiring electric power generator to hold allowances covering their 

emissions of CO2 
• Providing a market-based emissions auction and trading system where 

electric power generators can buy, sell and trade CO2 emissions allowances 
• Using the proceeds of allowance auctions to support low-carbon-intensity 

solutions, including energy efficiency and clean renewable energy, such as 
solar and wind power 

• Employing offsets (greenhouse gas emissions reduction or sequestration 
projects at sources beyond the electricity sector) to help companies meet 
their compliance obligations 

• RGGI's phased approach means that reductions in the CO2 cap will initially 
be modest, providing predictable market signals and regulatory certainty. 
Electricity generators will be able to plan for and invest in lower-carbon 
alternatives and avoid dramatic electricity price impacts.
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• RGGI in the News
• Sensible Climate Legislation S Boston Globe
• Despite our wounded economy, President-elect Obama is determined to address the problem of climate change early in his first term. Congressional leaders seem anxious 

to accommodate him by enacting legislation to control greenhouse gas emissions. But many members of Congress...
• U.S. Venture Capitalists Optimistic on Carbon Market

Reuters
• U.S. venture capitalists say they see a bright spot amid the international economic gloom: a potential trillion-dollar market in carbon spurred by new regulations and a 

growing awareness of climate change. The growth areas are less in traditional "green" businesses like solar panels and windmills and more in new infrastructure, such as a 
"smart" grid that would get alternative energy from where it's generated to where the customers are...

• RGGI Carbon Emissions Auction Raises $107m
Reuters

• Permits for the right to emit carbon dioxide from power plants in the U.S. Northeast sold for the clearing price of $3.38 per ton in the second U.S. greenhouse gas 
emissions auction, states in the region said on Friday. The amount was 31 cents more than the first quarterly auction...

• Air-Pollution Market Debut Tests Cap-and-Trade Model (Update1) 
Bloomberg.com

• Ten Northeastern states will open the first U.S. market for trading greenhouse-gas permits this week, a $1.1 billion pilot project whose success may serve as a nationwide 
model to stem global warming ...

• States Aim to Cut Gases by Making Polluters Pay
New York Times

• Ten states from Maryland to Maine are about to undertake the nation's most serious effort yet to tackle climate change, putting limits on carbon dioxide emissions from 
utilities and making them pay for each ton of pollutants ...

• Carbon Goes to Market
Governing.com - http://www.governing.com/

• The feds have been talking about cap-and-trade. The states are doing it. Late this month, 10 Northeastern states will conclude an auction like no other in American history. 
What's up for grabs is not art or property. It's carbon - or more specifically, the right to emit carbon dioxide from a power plant. As anyone familiar with what's causing 
global warming knows, carbon has a cost. Soon, in Baltimore, Boston and Buffalo, carbon also will have a price ...

• Carbon Trading to Become a $1 trillion market?
Colorado Energy News - http://coloradoenergynews.com

• The New York Mercantile Ex-change, a subsidiary of Nymex Holdings Inc. of New York, and the Chicago Climate Exchange, owned by Climate Exchange PLC of London, 
both launched RGGI carbon futures contracts in August. ...

• New York Joins Carbon Trading Initiative
Online Financial News - http://www.efinancialnews.com

• New York has approved state-wide regulations that will bring "cap-and-trade" controls to carbon dioxide emissions for power plants and will pave the way for a secondary 
market for trading emission allowances ...

• Want To Buy Some Pollution?
New York Times - http://www.nytimes.com

• Later this year, Massachusetts and other Northeastern states will hold the nation's first auction of greenhouse gas emissions permits. Congress should take note: this 
market-based, technology-neutral auction is a model for how to encourage power generators to limit their emissions. And it could provide the foundation for a federal-state 
partnership to revolutionize energy use ...

• Making Carbon Markets, Two: The RGGI Bar
Wall Street Journal Online - http://wsj.com/

Putting a price on emissions of greenhouse gases when no national market exists is more akin to a crapshoot. Some states are ready to roll the dice. Take the 10 states of 
the Regional Greenhouse Gas Initiative. RGGI, the first mandatory scheme to limit carbon emissions in the U.S. to become operational, announced today it will sell the first 
batch of emissions permits on Sept.10, formally launching the much-awaited program that many see as a possible template for future federal action ...

• Carbon Market North America
Point Carbon News - http://www.pointcarbon.com

Last week the Regional Greenhouse Gas Initiative (RGGI) fl ipped the switch to start its fi rst auction, marking the transition from fi ve years of planning among 10 
northeastern and mid-Atlantic states to full implementation of RGGI's auction of carbon dioxide emission allowances. ..

• Environmental Services Commissioner Tom Burack Talks with NH Public Radio
New Hampshire Public Radio - http://www.nhpr.org/ N

• Audio from Commissioner Burack's interview on New Hampshire Public Radio is available from the link above ...

http://www.boston.com/bostonglobe/editorial_opinion/oped/articles/2009/01/05/sensible_climate_legislation/
http://www.boston.com/bostonglobe/editorial_opinion/oped/articles/2009/01/05/sensible_climate_legislation/
http://www.boston.com/bostonglobe/editorial_opinion/oped/articles/2009/01/05/sensible_climate_legislation/
http://www.nhpr.org/node/16920
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RGGI carbon emissions auction RGGI carbon emissions auction 
raises $107 millionraises $107 million
NEW YORK, Dec 19 (Reuters) - Permits for the right to emit carbon dioxide from power 

plants in the U.S. Northeast sold for the clearing price of $3.38 per ton in the second 
U.S. greenhouse gas emissions auction, states in the region said on Friday. 

The amount was 31 cents more than the first quarterly auction held in September and 
raised nearly $107 million for the 10 states which have formed a cap and trade 
market on the emissions called the Regional Greenhouse Gas Initiative.

Pete Grannis, the chair of RGGI's board of directors, was confident that the program would serve as a 
model for politicians, including President-elect Barack Obama, who hope to regulate emissions of 
gases blamed for warming the planet.

"We look forward to developing a partnership with the Obama Administration to create a strong 
federal climate action plan," he said in a release.

The states will begin regulating carbon dioxide emissions from power plants in January. They hope to 
reduce emissions 10 percent in the region from 2015 through 2018. The next auction will take 
place in March.

RGGI said 69 participants from the financial, energy and environmental sectors did the bidding in the 
auction, which was held on Wednesday.

The states aim to invest the proceeds from the auctions in clean energy and energy efficiency 
projects. (Reporting by Timothy Gardner, editing by Jim Marshall) 

*Floor price = $1.86 ton, allowances can not sell below that level 
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How much CO2 is created by …?How much CO2 is created by …?

A recent comprehensive survey of industrial boilers by Oak 
Ridge National Laboratory found that boilers with an 
input capacity of 10/MMBtu/hr or greater correspond to 
93 percent of total industrial boiler input capacity.  
Based on this data, ARB staff used a natural gas 
boiler input capacity of 10MMBtu/hr 
which equates to emissions of 4,660 
MTCO2e/yr. (metric tons of CO2 
equivalent per year )

http://www.eea-inc.com/natgas_reports/BoilersFinal.pdf 

http://www.eea-inc.com/natgas_reports/BoilersFinal.pdf
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Sergeant Friday:  Just the FactsSergeant Friday:  Just the Facts

• Australia’s Carbon Pollution Reduction 
Scheme (CPRS)

• Chicago Climate Exchange(CCFE) is listing 
offset credits issued by the California 
Climate Action Registry {voluntary}. 



Just the facts…Just the facts…
• $3.80 a ton in RGGI
• $5.25 a ton in CCFE
• $38.00 a ton in Europe
How much is your carbon worth??
• RGGI and CCFE jumped  ~ 10% on speculation 

be permitted in national program
• WCI is BOLDEST.  5 other GHGs.  More than 

power plants, all major industries, transportation 
fuels, even private citizens?  

• WCI = 20% of US economy and ~75% of 
Canada’s! 
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• RGGI – most allowances auctioned
• Europe – gave allowances, industry 

windfall
• The Copenhagen agreement is supposed 

to replace the Kyoto protocol, which did 
NOT require explicit reductions.

4040

Just the facts…Just the facts…
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What else is coming down the tube?What else is coming down the tube?

• CAMR revisited
• CAIR revisited
• NSR/PSD Major modification ruling 

revisited
• NSR/PSD – CO2 revisited
• EPA Budget increased
• Science backed decision making
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Back to the Future: Back to the Future: 
EPA Renews New Source Review EnforcementEPA Renews New Source Review Enforcement
Martin Law Group, Env. NewsMartin Law Group, Env. News                                                                                                              

• Clinton-era enforcement of the Clean Air Act ("CAA") returned last month, as the 
Justice Department filed a complaint against Westar Energy, Inc. for allegedly failing 
to install the best available control technology ("BACT") at one or more of its coal-
fired power plants. The complaint, brought under the New Source Review ("NSR") 
provisions of the CAA, revives a line of NSR enforcement cases that date to an 
initiative the Clinton administration began in 1999.

Clean Air Act New Source Review
• The CAA sets forth requirements for the prevention of significant deterioration 

("PSD") of air quality in areas that already meet EPA's national ambient air quality 
standards ("NAAQS"). Section 165(a) of the Act, among other things, prohibits the 
construction and operation of a "major emitting facility" in an attainment area without 
a PSD Permit. The CAA defines "construction" to include "modification." Modification 
generally means any physical change in, or change in the method of operation of, a 
stationary source that increases pollution emissions or results in new pollutants not 
previously emitted. In order to obtain a PSD permit, section 165(a) requires, in part, 
that the facility use best available control technology ("BACT") for each pollutant that 
the facility emits.

• http://www.martenlaw.com/news/?20090305-nsr-enforcement-renewed
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GHGs, Emission Trading, in the (almost) annual series… GHGs, Emission Trading, in the (almost) annual series… 
What’s coming down the tubes?What’s coming down the tubes?
Upcoming Rules and RegulationsUpcoming Rules and Regulations

Copies of a slide or the presentation?Copies of a slide or the presentation?
 Bring me your business card &/or stop by the booth Bring me your business card &/or stop by the booth

  www.avogadrogroup.comwww.avogadrogroup.com

Questions?    (877) 602-1023Questions?    (877) 602-1023
Craig.Thiry@avogadrogroup.comCraig.Thiry@avogadrogroup.com
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