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Introduction
• The Regulatory Assistance Project (RAP) is a
global, non-profit team of energy experts,
mostly veteran regulators, advising current
regulators on the long-term economic and
environmental sustainability of the power and
natural gas sectors. (www.raponline.org)
– Foundation-funded; some contracts
– Non-advocacy; no interventions; no fees
• Ken Colburn is a principal at RAP. His
experience as an air quality regulator came as
Air Director for the State of New Hampshire
and as Executive Director of NESCAUM.
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The CPP is a
“Different Animal”
• “Similar” ≠ identical
– Little state experience
– Cost/useful life
considerations
– Measures, timing,
contents of state
Someplans
states may approach 111(d) compliance planning
as
though it were
a SIP, but are likely to face higher
– Multi-state
options
costs,
fewer
options, and less innovation as a result.
– Federal
response
when a state plan is
deficient

www.raponline.org/document/download/id/7491
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The Power Sector is Changing Rapidly:
“Just Say No” May Not Be the Right Answer

Officials may
want to exercise
caution in
positioning their
states against
these industry
trends…
Source: Utility Dive, State of the Electric Utility 2015
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EPA’s Building Blocks

4. Energy
Efficiency

Increase Low-GHG
Generation

Establish Energy Efficiency
Targets (EE, DSM, EERS)
Pursue Behavioral
Efficiency Programs
Boost Appliance
Standards
Boost Building Codes

3. Renewable
and Nuclear
Generation

Electric-Sector
CHP
Optimize Power
Plant Operations

1. Heat Rate
Improvements

2. Redispatch
to Gas

Retire Aging
Power Plants
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State 111(d) Compliance Plans:
The Actual Opportunity
Conventional Wisdom: Actual Opportunity:

State
=
Compliance

+
1

+
2

Each BB likely > 0

+

+
3

4

Beyond

Some BBs may be zero

Keys:
• States must “think outside the blocks” to minimize cost
• Better to seek ‘approval’ than to ask permission
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NACAA’s
Menu of Options
(Released May 21,2015)

465 pages; ~20 pp/chapter

10 Chapters on
Technology Options
15 Chapters on
Policy Options
www.4cleanair.org/NACAA_Menu_of_Options
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NACAA’s Menu of Options
“Transmission”
found on 160
of the 465
pages,
“renewable”
on 198!
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Good News: Wind is “on CPP’s Ground Floor”
• Key component of an EPA building blocks
• Several complementary transmission-related options
• Continued investment in wind, transmission expected

Bad News: Many Challenges Remain
•
•
•
•

Curtailment; inadequate transmission
How to count and use RE in CPP compliance?
How to count PPA’s and interstate transfers?
How to work together on joint/regional plans?
– Resource rich vs. poor states may have very different views
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Recommendations
• Ensure that your state’s planning:
Thinks beyond EPA’s building blocks
Has a good handle on existing and planned RE
Has a good handle on rate-to-mass conversion & issues
Engages other states regarding joint/regional plans
(Comprehensive vs. modular; “trading ready”; may be lowest
cost compliance)
– Does not self-constrain to traditional air quality practices (§110)
–
–
–
–

• Identify possible changes in final rule
– Targets vs. RECs? Regional RE areas? Baseline? Glide path?

• Identify and engage allies
– DR providers; RTOs/EIMs, storage, etc.
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Thank You for Your Time and Attention
About RAP
The Regulatory Assistance Project (RAP) is a global, non-profit team of experts
focused on the long-term economic and environmental sustainability of the power
and natural gas sectors. RAP has deep expertise in regulatory and market policies to:
 Promote economic efficiency
 Protect the environment
 Ensure system reliability
 Allocate system benefits fairly among all consumers

Learn more about RAP at www.raponline.org
Ken Colburn: kcolburn@raponline.org
617-784-6975
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EE and
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Can Carbon Kick-Start The Next Capex
Cycle?
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We see the next wave of capex in the utility sector as driven by the forthcoming
regulation of carbon emissions in the US. While the day has long been lamented
by many utilities and states alike, we see the EPA's forthcoming finalization of
111(d) rules which regulate existing sources carbon emissions as legally binding
under the Supreme Court's previous endangerment finding. We see many
industry participants as increasingly acknowledging the way forward on carbon
and advocating with the EPA for a palatable approach. Simultaneously impacted
parties are preparing action plans for their state utility commissions and EPAs
alike. State environmental regulators will become substantially more important,
with responsibilities rivaling those of the PUCs, effectively dictating resource
adequacy considerations as they unveil their respective State Implementation
Plans (SIPs) in coming years (two-year process following the final release of
regulations this summer). We look for carbon to increasingly become the
defining issue for US Utilities in 2H15, particularly with MATS retirements and
retrofits largely 'achieved'. The question is really when and what capex becomes
a reality, with timing the real question.

1

5

If you're not at the table, you're on the table.
We increasingly see the most diligent management teams as before their
regulators (both PUC and EPA alike) with their recommended action plans to
ratably achieve mandated targets. We suspect this will become the predominant
conversation not just for investors and corporates alike in 2H, but also between
regulators and utilities. Those able to articulate diligent plans could yet see their
capex re-accelerate sooner amidst adoption of 'no regret' strategies to begin
legging into any eventual standard. Bottom line, we expect the most diligent of
utilities to begin discussing with stakeholders (including their regulators) their
preliminary thoughts on compliance plans.
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What's carbon all about? The story is renew ables, not so much coal
While many have focused principally on the potential for further coal plant
retirements (and yes this is true), we suspect carbon rules will largely lead to a war
of 'attrition' as coal dispatch is effectively displaced implicitly and explicitly by
greater gas and renewable dispatch. In our view, coal retirements will come as a
function of other mandatory EPA regulations for which utilities will no longer opt
to invest (seeing the weaker economics of maintaining their coal plants), as well as
from a wider recognition their dispatch no longer compensates for their high fixed
cost structure. It will not be the carbon regulations directly, but their indirect
impact, tied to other more explicit investment and maintenance mandates that will
drive the 'incremental' retirement announcement. Already we are seeing utilities
like DTE plan around their future plant retirements in their long-term planning
processes.
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If you’re not
at the table,
you’re on
the menu!

Could PRB be more at risk in regulated jurisdictions?
Taking this analogy of a 'war of attrition' a step forward, we see the timing around
finalization of new Regional Haze regs for PRB plants as particularly poor – seeing
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What Are the Markets Saying?
Long lamented by many utilities and states, we
see EPA’s CPP rule as legally binding under
Massachusetts vs. EPA

Coal retirements will come from other EPA regs,
dispatch not compensating for high fixed costs,
and less investment due to weaker economics –
not the CPP directly
We see the next wave of utility capex as driven
by regulation of carbon emissions in the US

Diligent management teams that get in front of
their regulators (PUC & DEP) with articulate
plans to achieve GHG targets could see their
capex accelerate sooner
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What to Expect in the Final Rule
• Different state targets
• Revised “glide path” (interim goal)
• Different treatment of nuclear units
• Multi-year baseline option?
• Different treatment of EE and RE
• A “safety valve”
• Others?
Don’t expect final rule to answer all questions;
no one has ever done this before…
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