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Renewable Electricity Standards

27 States + D.C.
_ NH: 23.8%
by 2025

VT: 10% of 2005 o ME: 40% by 2017

sales by 2013
—MA: 20+% by 2025
|} cT:23% by 2020

NJ: 22.5% by 2020
[ w A

MD: 20% by 2022
DE: 20% by 2019
DC: 20% by 2020
VA: 12% by 2022

Standard

5,880 MW (~5.5%) \ ' étanldard and
| oa

by 2015
Voluntary Goal

HI: 20% by 2020 - :
ot % 16 states + D.C. have requirements of 20% or

._l higher



Megawatts

70,000

60,000

S0N0]0]0

40,000

Renewable Energy Expected From State Standards*

HI

New renewable energy supported:
- 58,630 MW by 2020

CA

o . NV
Annual Carbon Dioxide reductions: g AZ & NM

139 Million Metric Tons OR & WA
CO & MT

Equivalent to: TX
- 33.2 million acres of trees N

- 22.6 million less cars IA & WI
IL

OH

NC
MD

PA
DC & DE
NJ

NY
CT,RI & NH

J/ém

T T T T T T T T T T T T T T T T T T 1 ME
2005 2010 2015 2020

*Projected development assuming states achieve annual renewable energy targets.



Cap-and-Trade: In Theory

» Emissions allowance commodity internalizes GHG
emissions cost externality

» Market optimizes least-cost reductions at given cap level

» Provides regulators with a tool to efficiently address a
daunting economy-wide problem

» Renewables compete on level playing field against all GHG
abatement options



GHG Cap-and-Trade: In Practice

»EU-ETS: over-allocation, fuel switching and
allowance price volatility

»RGGI: over-allocation, low allowance prices, and
emissions leakage

» CA/WCI/Midwest/Federal: in design stages



>
i
@)
>
b
O
ol
D
O
-
©
2
S
<
)
T
L
D
LL]

80/¢¢/01
- 80/¢c/8
- 80/¢¢/9
- 80/¢clv
- 80/¢¢/e
- L0/2¢/cT
- ,0/2¢/0T
- L0/¢c/8
- L0/¢c/9
- L0/ccly
- L0/¢cle
- 90/2¢/cT
- 90/2¢/0T
- 90/¢c/8
- 90/¢c/9
- 90/¢clv
- 90/¢cle
- 90/¢c/ct
- G0/¢c/0T
- 90/¢c/8
- 90/¢¢/9

Q0/ccly




How Much Has Cap-and-Trade
Helped Renewables?

Limited experience to date, but so far...

» Price uncertainty has created investment uncertainty
and focused compliance into short-term decisions

» Offsets threaten environmental integrity of the cap and
allow outsourcing of emissions reductions

» Carbon price does not address structural and non-
price market barriers to renewables

» European Business Council for Sustainable Energy:
“Emissions trading does not support short-term
renewable energy uptake.”



Renewables May Get a Very Small Slice of the GHG Pie
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Levelized Cost $/tonne

Some Renewables May Not be Competitive
Until CO2 Prices Reach Very High Levels

CO2 Supply Curve of Selected Low-Carbon Resources
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How Much Will Cap-and-Trade
Help Renewables?

Depends on whether...
» Cap has sufficient environmental integrity
» Investor confidence in floor price

» Sufficient regional/national coverage to limit
emissions leakage

> Non-trivial distribution of allowances and
auction revenues to renewables

»Market is well functioning and has some
policy and price stability



Why Not a Carbon Tax?

» Taxes provide price certainty and simplicity, but...

> ...No assurance that sufficient emissions reductions
are achieved

» Allowance price floor could provide some of the
price certainty of a tax



Strong RES Is Essential Insurance
Policy for Renewables

» Near-term cap-and-trade impacts are uncertain; real
possibility of loose cap, low and volatile prices, and
minimum allocations/auction revenue for renewables

» Neither cap-and-trade nor carbon tax addresses key
renewable barriers:
— Transmission
— Siting and permitting
— System integration
— Coordinated long-term planning

» RES suppresses natural gas demand and price



RES is Foundational GHG Reduction Policy

»Renewables are essential
component of transition to clean
energy economy — growth of
renewables market should not
be left to chance

» Stronger RES policies will
reduce price of GHG allowances

»Don’t forget the co-benefits:
many reasons to do renewables
aside from GHGs




Conclusions

» Cap-and-Trade will eventually help renewables compete,
but near-term impact may be limited

» Learn from early mistakes in cap-and-trade design

» Carbon price needs to be complemented by other
policies to address renewables barriers

» Strengthening and expanding RES (and other
renewables) policies should be part of any climate policy
framework



UCS Renewable Electricity Standard Toolkit

RENEWABLE ELECTRICITY STANDARDS TOOLKIT ; » Resources include:
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