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RGGI Background

e Carbon Cap on Power Plants
e 9 States Participate (+2?)

e Most allowances sold at
auction

* Auction proceeds fund
energy programs




Cap and Invest
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Require power plants to turn in
allowances for CO2 emissions.

Only issue a limited number of =/ and
allowances.

Let plants trade allowances.

Invest proceeds from allowance

auctions into energy programes. D




MD RGGI Units

Warrior Run

G?_uke Mill

Dickerson @
RGGI Units and Calvert Cliffs|
Primary Capacity |Coal Natural 0oil Nuclear
Plant Fuel (MW) (MwW) Gas (MW) [(MW)  [(MW)
Brandon Shores|Coal 1,273 1,273
Brandywine Natural Gas| 230 230
Calvert Cliffs Nuclear 1,716 1,716
Chalk Point Petroleum 2,248 667 1,581
CP Crane Coal 399 385 14
CPV St. Charles |Natural Gas 725 725
Dickerson Coal 848 537 294 18
Gould Street Natural Gas 97 97
Luke Mill Coal 60 60
Morgantown Coal 1,423 1,205 218
Perryman Petroleum 354 148 206
Riverside Natural Gas| 113 74 39
Rock Springs Natural Gas 658 658
Vienna Petroleum 169 169
Wagner Coal 976 440 126 410
Warrior Run Coal 180 180
Westport Natural Gas 116 116
Wildcat Point _[Natural Gas 1,000 1,000
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Gas Capacity (MW) Oil Capacity (MW)

Less than 100 .
100 - 500 ]
500 - 1000 O
More than 1000 @

Coal Capacity (MW)

Less than 100
100 - 500

500 - 1000
More than 1000

Calvert Cliffs

Less than 100
100 - 500

500 - 1000
More than 1000




RGGI Regulations

 The 9(+) states work together to write a
Model Rule

— http://www.rggi.org/design

* Each state writes its own regulations
consistent with the Model Rule

— http://www.rggi.org/design/regulations
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RGGI Caps & Emissions

RGGI Region Power Sector Emissions
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RGGI Prices
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. Allowance Allocation

°
MOSt allowanczes SOId at Maryland Historical Proceeds Allocation
guarterly auctions R

5%

* Anyone can purchase
allowances

55%

e States receive the
proceeds and fund energy
programs

27%

= Direct Bill Assistance
= Energy Efficiency
Clean & Renewable Energy

* S600M in MD proceeds GHG Aostement

B Administration
m RGGI, Inc.

to-date



2017 Agreement:
30% Cap Decline
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ma 2017 Agreement:
47 An Adaptive Cap
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If market disruptions
cause a price spike,
the CCR increases supply.
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Bank Adjustments
remove surplus from
| the market early on.
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The ECR tightens the
cap further if reductions
are inexpensive.
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2017 Agreement:
CCR and ECR Price Triggers
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Questions

Chris Hoagland
Economist, Climate Change Division

Chris.hoagland@maryland.gov

410-537-3291
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How the ECR Works

The CCR is...

A reserve from which

allowances are
released

If prices are high

The ECR is...

A reserve into which
allowances are
diverted

If prices are low

Both act during the auction



How the ECR Works
(Illustrative Example — No ECR)

Auction in 2021 of ~17.5 million tons (25 million ton bank adj.)
lllustrative Bid Stack 175 mt

Bid H is
marginal

g $8.00 |

2 i

< I

£ $7.0 '

Bids ordered 2 ' :
from highest S/t = I
to lowest; < :
ex: Bid Ais 3mt I
at $7.50/t :
|

|

|

Bid H sets clearing /
price of $4/t; $3.00

17.5 million tons sell
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Cumulative Bid (million allowances)
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How the ECR Works
(lllustrative Example — ECR Triggers)

Auction in 2021 of ~17.5 million tons (25 million ton bank adj.)
Illustrative Bid Stack with 6.8 million ton ECR at $6/t

$8.00

17.5mt

$7.00

ECR withholds 6.8 mt
from auction below $6/t

Allowance Price

$6.00

Bid E sets final clearing
price of $5.50/t;
10.7 million tons sell

Bid H is
marginal
before ECR

$4.00

Bid H sets interim /
$3.00

clearing price of $4/t;
17.5 million tons sell

$2.00

$1.00

|
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