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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 s a
“Different Animal”

e “Similar” # identical

— Little state experience

— Cost/useful life
considerations

— Measures, timing,
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Introduction

= ven before the US Environmental Protection
_4 Agency’s (EPA) Clean Power Plan (CPP) becomes
final, states are initiating careful planning efforts
S 10 identify ways that its proposed requirements
could be met. Many observers characterize these state
plans — which EPA will require under Section 111(d) of
the federal Clean Air Act (CAA) — as “State Implementation
Plans” (SIPs) for greenhouse gas (GHG) emissions. In
reality, however, the CAAs requirements under 111(d)
differ markedly from those for traditional criteria pollutant
SIPs as found in Section 110 of the Act. Distinguishing the
difference between Section 111(d) compliance plans and
Section 110 SIPs is therefore quite important. States have

Chief among them is that unlike Section 110, the CPP
offers broad flexibility for states to identify and implement
technology and policy options of their own choosing to
reduce GHG emissions. EPAs proposal uses four broad
“building blocks” (heat rate improvements, re-dispatch to
natural gas, non-emitting generation like renewable energy
and nuclear power, and energy efficiency) to determine
individual state emissions reduction targets. In actuality,
the options open to states extend far beyond these building
blocks; they include an array of additional policies and
technologies that can be tailored by states to achieve
compliance more cost-effectively, assist in meeting other or
future air quality goals, help address other issues such as
water concerns, and target state employment or economic
gains. Some states may choose to submit 111(d) plans

Some states may approach 111(d) compliance planning
as though it were a SIP, but are likely to face higher
costs, fewer options, and less innovation as a result.

when a state plan 1S
deficient
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significant differences that could operate to the detriment
of the states if they constrain their 111(d) planning to SIP
approaches.

is different, exactly?

1 42 US. Code § 7411 (d) (1).

www.raponline.org/document/download/id/7491




The Power Sector is Changing Rapidly:
“Just Say No” May Not Be the Right Answer
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Source: Utility Dive, State of the Electric Utility 2015
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EPA’s Building Blocks

Establish Energy Efficiency
Targets (EE, DSM, EERS)

Pursue Behavioral
Efficiency Programs

Boost Appliance
Standards

Boost Building Codes

Increase Low-GHG
Generation

Electric-Sector
CHP

Retire Aging

Optimize Power Power Plants

Plant Operations
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State 111(d) Compliance Plans:
The Actual Opportunity

CW: Actual Opportunity:

+ + + +
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State —

Compliance

Eac

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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Implementing EPA’s Clean Power Plan:
A Menu of Options
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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




NACAA’s Menu of Options
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“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 (8110)

 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

The Regulatory Assistance Project

ey, .
www.raponline.org
/)

Beijing, China e« Berlin, Germany e Brussels, Belgium « Montpelier, Vermont USA ¢ New Delhi, India


http://www.raponline.org
mailto:kcolburn@raponline.org

@ TransmissionHub

The excerpt published below is a FREE SAMPLE of the content available to
TransmissionHub subscribers. The full article is available for viewing on our website. For
more information about this service, please contact: sales@transmissionhub.com

Transmission investment in 2015
forecast at about $17.2bn in projects
6/11/2015

By Corina Rivera Linares
Chief Analyst

PennWell's Kent Knutson said that from 2015 to 2018, the
average investment that TransmissionHub is tracking is
about $23.4bn a year

Transmission investment in 2015 is forecast at about
$17.2bn in projects, down from about $23bn that was
forecast earlier this year, PennWell Director of Hub
Services Kent Knutson said on June 10.

Discussing transmission investment trends during
TransmissionHub's “Quarterly Market Update” webcast,
Knutson noted that 2015 is a good year, but with
investments lower than expected. Some projects are
being pushed for completion into 2016, while in “2017 and
beyond, a lot of the projects are conceptual and it'll be
interesting to see how they move forward and get
developed.”
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ERCOT: Electric Reliability Council of Texas

MIRECS: Michigan Renewable Energy Certification
System

M-RETS: Midwest Renewable Energy Tracking System
NAR: North American Renewables Registry

NC-RETS: North Carolina Renewable Energy Tracking
System

MORTH DAKOTA
MINNESOTA

. BOUTH DAKDTA
. ‘ -

NEPOOL-GIS: New England Power Pool Generation
Information System

NVTREC: Nevada Tracks Renewable Energy Credits

g

NYGATS: New York Generation Attribute Tracking
Systern (in development)

%
25
%!
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PJM-GATS: PJM EIS's Generation Attribute Tracking
System

KANSAS

WREGIS: Western Renewable Energy Generation
Information System

No tracking system formally adopted. NAR allows
registration from generators located anywhere in the
U.S. and Canada. Other tracking systems may allow
registrations from outside their geographic territory.
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Can Carbon Kick-Start The Next Capex
Cycle?

We see the next wave of capex in the utilit;
regulation of carbon emissions in the US

by many utilities and states alike, we see the BFA'SY
111(d) rules which reg

driven by the forthcoming
4y has long been lamented
thcoming finalization of
{ng sources carbon eNissions as legally binding
under the Supreme ( angerment ¥inding. We see many
industry participants as gly acknowledglng the Way Torvwreare
and advocating with the BPA for a palatable approach. Si Itaneously |mpacted
parties are preparing action plans for their state utility cogpmissions and EPAs
alike. Sate environmental regulators will become substantidly more important,
with responsibilities rivaling those of the PUCs, effectively Yictating resource
adequacy considerations as they unveil their respective Statéjimplementation
Fans (SPs) in coming years (two-year process following the \inal release of
regulations this summer). We look for carbon to increasinglyj become the
defining issue for US Utilities in 2H15, particularly with MATS retkements and
retrofits largely 'achieved'. The question is really when and what capgx becomes
a reality, with timing the real question.

If you're not le, you're on the table.

We increasing the most diligent management teams as before\ their
regulators (both and EPA alike) with their recommended action plafs to
ratably achieve mahdated targets. We suspect this will become the predomirigy

conversation not jfist for investors and gorqrates alike in 2H, but also bet n
regulators and utilfies. Those able to diligent plans could yet segfthe

capex re-acceleratd sooner amidst aq 'no regret' strategies#0 begin'
legging into any efentual standard. BO e, we expect the mogfdiligent of
utilities to begin discussing with stakeholderséWgcluding their rgfulators) their
preliminary thoughgs on compliance plans.

What's carbon allfabout? The story is renewables, g0 much coal

While many have ffocused principally on the potel Ig!ﬁ further coal plant
retirements (and ye this is true), we suspect carbol Xgely lead to a war
of 'attrition' as coll dispatch is effectively disgi D aad_explicitly b

greater gas and rerflewable dispaty r g, coal retirements Wjll come as a
function of other njandatory EPA peTor which utilities will nOyonger opt
to invest (seeing thgl weaker econd aintaining their coal plants), % well as
from a wider recogiition their dispatch no longer compensates for their high,fixed

, gulation§ directly, but their ind\ect
If you’re not [mresreiras
ements in their long-term planning
at the table,
7
you’re on

the menu!

isdictions?

p forward, we see the timing around
B plants as particularly poor — seeing

o UBS
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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




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”

e Others?

Don’t expect final rule to answer all questions;
no one has ever done this before...
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