Regional Greenhouse Gas Initiative:
First Auction of GHG Allowances
Considered a Success
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Overview/ Background
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» What is RGGI? > AR BIR =S
» Complementary AT BRI ?
policies > T B BUR
» Achieving RGGI’s > SEPIX daid = A A
stated goals T8t IR H
» Auctioning allowances )
» Relevance to future > AL A
GHG programs > 5K =ESAEINH
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Map of RGGI Region
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What 1s RGGI?
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» Ten Northeastern States

» Affects power plants >25
MW

» Cap baseline = 2000-04
emissions (~188 million
tons)

» Program starts 1/1/09

» Emissions kept at baseline
through 12/31/14; then

» Reduce GHG 10% from
baseline by 12/31/18
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Achieving RGGI’s GHG Goals

bR
Allowances allocated to state > [ Mo BLHEBRC A
Generators responsible for > KB fHMEREHm
compliance
Banking allowed > RFRITAAA
Offsets: five categories > Az BATTE
— Energy Efficiency is NOT - BEAAEAMRE
an offset
Additionality: financial and B OEiAME. SRS
regulatory
Emphasis: GHG reductions to > EHa: FRRFEHERER
occur based on reduced B R A X ) G

consumption




“Complementary” Policies Needed to Achieve
GHG Objective

SEHNI = S AE H AR T B <5 B BUR

Should really be called
“essential, critical” policies
Energy Efficiency/ Renewable

Energy, Combined Heat and
Power

Modeling (IPM) reflected that 3
times the current level of EE
savings could reduce GHG
sufficiently to meet RGGI goals

MOU required minimum 25%
auction. All states agreed to

auction higher %; several to
auction 100%.
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RGGI Auction Design
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Univ. of Virginia/ Resources for > ﬂ%}ﬁ %:I: JE NE M A'n?’l'

the Future hired to inform RGGI /RESDUIG'BS for the Elltureiﬂ‘ﬁ
i . in X & AR T B vk
Two reports: 16 recommendations ” FI{] J { IjﬁE'ﬂi IEE:.H.;i
to guide auction design
— Uniform-price, sealed bid, > ﬁﬁ} :-Hi £ 16% X ﬂ: ﬂ'j ?h;l i
single round Tﬁﬂ_ H{] Tﬁ@
— Reserve price = éﬁ_‘fﬂ"ﬁ« FHABIR. B
— Market monitoring per US AEEZ
Treasury bonds - 1R B4

EPA data base (EATS) for acid - DLZE [ E FES S R T T
rain and NOx adjusted for CO2; 1 1y % = =
administered by third now - :
called COATS) i > RHE CO2 A T A1
NOx [¥] EPA #(#EFE (EATS)
HE=TTEHE (RN
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RGGI Auction Mechanics
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> Six states offering 1/14 of 3 2009-2011 7FEA[E], 6

allowance pool for 2009- AN o TE 5
11 period 1/14

» Four states will offer 1/12 e
of pool for 2009-11 >2009-2011 315, 4

x"\-.

» Auction conducted by JH e PO H
World Energy 1/12

» Monitored by Potomac > i1 World Energy i
Economics ATHISE

> Potomac
Economics 4 E*




Auction Example
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Bidder ##5# | Bid Price #¥7{M#8 | No. allowances bid Bd ¥ 7 ¥ i Cumulative Bids RIRFiciE
$5.00 20,000 20,000
A $4.50 10,000 30,000
B $4.10 10,000 40,000
D $4.05 20,000 60,000
E $4.00 10,000 70,000
A $3.95 10,000 80,000
C $3.85 10,000 90,000
E $3.80 10,000 100,000
D $3.75 5,000 125,000
A $3.75 10,000 125,000
B $3.75 10,000 125,000
A $3.25 30,000 155,000
L $3.00 40,000 195,000




Bidding Behavior
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» Did generators outside
RGGI- but who supply
MW to RGGI- bid high?

» Did nuclear/RE plants
inside RGGI bid low?

» Difficult to know for sure.
Data are not public yet,
even for RGGI state
agencies. COATS data not
yet accessible by states

| iRt 2B IR?

> MELURTSHERITH R . 2R

RAFF, HLERBM

X 15,

2B S ARAT IR 1) P AL
A RIEE. COATS %

Ui TR R ) 2% M A AT



Results of September 2008 Auction
2008 £ 9 H HFHEE R

> ~12.5 million allowances offered > 2 1,250 i MACEIZS N3

(six of ten states) A0 NI FH 6 1)

» Number of bids =~300% of the » B E =5 InEMEe
amount of allowances offered MIEEIZ 300%

» Auction cleared at $3.07 = ~$38 Sy T
MM raised for state programs » ﬁj‘tim $3.07 = A M I H
Secondary market established HHREZ] $38 MM

(www.ccfe.com), 3 Nov 2008 > B 25 T (www.ccfe.com)
price for 2009 allowances= $3.95 2008 FF 11 H 3 HIK

T ey =25
that revenue be used for EE/RE _ﬁﬁ Hl ji] $4 -25}
(more on this later) B A P AE ] /R 2 e N

TR/ BAEREIR (JaT
YERE R EE B HA)
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Results of September 2008 (2)

2008 5 9

ME, MA, NJ, NY, RI, VT require
~100% auction — 91% weighted
average for all RGGI states.

- Success! Amidst financial turmotl, first
emissions program to auction ALL
allowances (no allocations), and still
everyone posted financial assurance
and participated.

59 different bidders

80% of the total bids (by
allowances) were from compliance

entities
Largest bid =2,528,000 allowances

Highest bid=812 / Lowest=$1.86
(reserve price)

Median=8§2.51 / Mean= $2.77
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State Allocations and Energy Efficiency

Reinvestment
P 3 i -5 AE KR B0
state % of Permits to be Auctioned “"mgr"’:;:m o

Connecticut 7% 69.5%
Delaware 60% (increasing to 100% by 2014) up to 65%
Maine 100% up to 88%

Maryland B5% 46%
Massachusetts 98% at least 80%
New Hampshire at least 71% (at least 83% after 2011) up to 90%
New lersey up to 99% up to 80%
New York 97% up to 100%
Rhode Island 99% up to 95%

Vermont 99% 100%

Source: Regulatory Assistance Project November 2, 2008
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The Fine Print..
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» 100% auction #= 100% of $
returned to states

» 5-10% of $ to be used for
administration

» Revenue from first auctions
also directed to fund start-up
costs for new programs

» Important for consumers to
ensure that auction revenue
is used as required by state
statute or regulation
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RGGI $ Will Help States to Better Integrate
Environmental and Energy Programs
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» RGGI adds 10-30%
more for efficiency
and renewable energy

» Both are key to meet
EPA ozone standard

» Both programs in the
“top ten” measures to
reduce GHG
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Future Steps
ARt H]

» RGGI has already informed > “DXIRIE =447 3071 kI
the US national discussion to S ANEERTEHRE

regulate GHG. Allowance SR EEMEITRRST
auctions included in W BRI SE O
Congressional bills E kR LT

» CT, NJ now have mandatory  » %{Ej’}(l{iﬁ M -5 B EE T M
requirements to reduce GHG Heiil E£4E 2{]5{] 4F Hlf’fﬁ

economy-wide 80% by BN EANEE
N 2050. 1 SAEHEE D 80%.

Western Climate Initiative i - i[>

covering multiple economic %j;\_ é@%ﬁ]ﬁﬁﬁ] B

sectors



Thank You!
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» Clames(@synapse- » Clames(@synapse-
energy.com energy.com

»+1 617 861 7684 »+1 617 861 7684




