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The Challenges te Overcome

Base inventery deesn't accurately reflect peak
day emissions, guidance: calls for average
sUmmer aay.

Section 123 ofi the CAA precludes; SIPs from
elying onl eEpISeUIC Stationaly SeUICE CONI0IS
ihat vary withrweather conditions

Many: SIP paths; reguire reductiens firom the
paseline Inventony he made federally
enforceable

Quantification| o non-traditionall strategies; Is
resource intensive




EPA Partnerng with States to....

Promote energy: efficiency.

Leverage P2 benefitss andl cost effectiveness of
enengy. efficiency. to; stppert air guality: and
energy. goals

Streamiine and simpliy/, quantification te
facilitate SIP credit fior non-traditionall measures

Elnd practical selution: to eur energy. anad 6Zene
challenges



SIP. Guidance: ldentified

Januany 2001~ Imprevingl Al @uality Wit
Ecenemic Incentive Pregrams
Januanpy 2001-" Incorporating Veluntany,

Statienary: Seurce Emission; Reduction
Pregrams inte; SIPs

September 2004 - Incorporatng Emerging &
Voluntary Vieasures ina SIP

August 2004 - S|P Credits for Emission
Reductions frem Electric-Sector EE and RE
Vieasures

August 2005 - lincorporating Bundled
Measures in a SIP



Economic Incentive Programs

Concepts:

s Some sources reduce beyond what IS required and trade surplus
reductions

s Other Incentives
Must have a State rule that Isi federally enfiercealle
\/pes: emissions averaging, Seurce-specific caps, mult=

souree cap and trade, open market trading,
fees/taxes/sulsidies; Investment fund, public infermation

Reductions must e surplus, guantifiable, enforceanie;
and permanent



Voeluntary: Stationary: Source
Emission Reduction: Programs

Can he contintieus, Seasenal or 1IN SOme Cases
episoedic.” Episedic can be hased en high demand.

I not achieved, the state IS responsible for making
U the shortiall

Can't Interfere: W/ other CAA reguirements

Voluntary/ and emerging measures are, In|toetal,
imiteal ter 6% ofi reductions; needed for attaimment
demo o ROP (an additionall 3%, can| come: frem
moeblle veluntary measures)

Must commit to initiall evaluation ofi effectiveness
within 18 months and cerrect any: shortfall with 2
years



Emerging & Veluntany: Measures

LESS| certainty, se inital evaluatien afterr 18f mentias as

well as: moniternng), reporiing and evallatieons, eveny 3
Vears.

Can be centinueus;, seasenal or episedic. Stationary.

source measures cant depend! en weather. (40 CER
51..100(nn))

Presumptive limit'is 6% of emission| reductions reguired
firomi base year inventery for attainment demoe: o ROPR.

Must bersurplus andl permanent or replaced by another
measure. Veasure can expireri replaced by another
measure.

State must commit tor take corrective action If reductions
don't occur.



Reductions Erom: Electric-
Sector EE and RE Measures

Beth Dallas/Eort Worth & WIHDC includea explicii
emission reductions In their SIPs; from EE or RE
s DREW SIP NOX reductions 0.7 tpd 1n 2007
s WDC SIP. NOx reductions 0.05 tpdiin 2007

Very detalled step-by-step: procedure: fier quantiiying
SIP credit:

1. Estimate the energy’ savings: or amount of energy:
generation that willfbe displaceadl by the new generator

2. Convert the energy Impact ofi a preject or initiative Inte an
estimated emissions reduction

5, Determine the impact fromi the estimated emission
reduction on air guality: in the nen-attainment area

2 Provide a mechanism to validate or evaluate the
effiectiveness of the proeject or measure.



Bundled Measures

Intendeadl fier stationany Seurce measures; that den't
meet enferceanility (Veluntany)rand/or quantification
(Emeraging) reguirements

Means ter aggregaterarea seurce strategies firom
agoregated emissions I the: SIP inventory

Can e applied continuously, seasenally ol for
epIsedic perods (but recall limitatien for statienary/
SOUrces)

S|P would include each measure: in the Bundle;
projected emission reduction attrikutanie to each
measure in the bundle and sum; ef the bundle,
enforceable commitment te Implement, menitor,
evaluate and report every 3 years as Well as commit
the State tor make uprany: shortfalliin a timely: manner



AllFSIP Patihs Reguire

Tio claim SIP credit for a measure, it must be:
Quantifiaible™

Surplus

Eederally’ Enforceahle**

Permanent

EE/RE measures are ofiten emerging and/or voluntany.
Measures

Challenging tershow! that EE/RE measures are sulplus
A areas; subject o a cap and trade program. Pessikie
ways: (1) retireremission allewances or (2) precise
modeling

*EPA policies allow flexibility in meeting this requirement for emerging measures that do not have the
same high level of certainty as traditional measures for quantification purposes

** EPA policies allow flexibility in meeting this requirement for voluntary measures which are not
directly enforceable against an individual source



General Examples of
EE VIeastres

Appliance: stanearads

System benefit funds that installfenergy: efficient
1echnologies

Improved energy’ codes
Gevermment equipment pUrchasing standareds
Utnhity~-run demand side management pregrams

Reguired o Voluntan/ government eEReray,
PErfermance Improvement projects

Reducing energy: consumption: in; buildings: or By
BUSINESSES



Preposed SIP. Paths fer HEDD
Options

x Viaximize regienal EE efforts and guantiiy, henefit of
the ONC state reguired energy. efficiency efforts by
guantiiying kw: henefit, emission: benefit

5 Develep SIP narm@atives descrining each state’s
pregram, cemmit te reperting onl resulis 1o EPANIR 16
moentias and then every: 3 years, and making up: any/
shoertfall

= Needs:

simplified spreadsheet mechanisms; te) de guantfication; and
reporting

OTC-wide estimated emission benefit guantification for
modeling/attainment plans



Preposed SIP. Paths fer HEDD
Options

s raditienal SIP path;, adopt: regulations

s Do not explicitly’ tigger requirements; ased
O atiMOSPRENC coNdItieNs

s Needs:

Develop inventery/estimate ofi EmIssIions, frem
URItS that aren't accurately gquantified today:



Preposed SIP. Paths fer HEDD
Options

a Decide 1if CAIR-hased or not

= DO NoL trigger based onl atmoespheric
conaitien,, Insteaadl consider tHggerr on electrc
demand

s Willfreguire regulatiens, se: path will lbe CAIR:
9ASEd OF ECONGMIC INCENtIVE: program



Preposed SIP. Paths fer HEDD
Options

a Energy funding mechanism reguired by ISO or PUC;
similar path to EE

s Perfiermance standards, fit traditionall Sl path

s Envirenmental dispatchrdiiven By a price adder: by
rules similare pauh to EE

s Real-time consuner prcing mandated:ky: PUC; similar
path tor EE

x VIOU withr generators; for the 15 MW and! larger Units,
iransmission companies, and/er agaregators; similar
path te EE



Next Steps

EStimate: nigh tormoderate bounds; ofi regional
EE commitment and commensurate’ emission
PENETIL.

Negotiate; reduction commitment and
mechanismiwitir HEDDIUnIt ewners: in lIieu: of
PErfiermance standard.

Estimate peak day’ emissiens Impact off DG and
peak shaving| units LIF 15 VWS, Develop
regulatory:enhancements: and quantifi/ emission
PENEfit.

Define a specific trading option for O C
CommiIsSIGners to consider.

Continue te explore/frame iIncentive Ideas.




Generation Use Reduction

CAIR &
Beyond CAIR

The
BIG

HEDD <




