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Agenda

• U S Climate Change and Energy BillsU.S. Climate Change and Energy Bills
• Waxman-Markey Bill at a Glance
• Drill Down into Reducing Global Warming• Drill Down into Reducing Global Warming 

Pollution
• DiscussionDiscussion
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Anthropogenic Climate Change ?
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(Source:IPCC 2007, Figure SPM-4, p. 18.) 
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Source:  Environmental Defense Fund



US Starting Point – What Produces 
Emissions?Emissions?
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U.S. Climate Change & Energy Bills
111th Congress111th Congress

A i Cl E d S it A t f 2009• American Clean Energy and Security Act of 2009 
(H.R.2454)
– Reps. Henry Waxman (D-CA) and Edward Markey (D-MA)Reps. Henry Waxman (D CA) and Edward Markey (D MA) 
– Passed the House on June 26, 2009.

• Clean Energy Jobs and American Power Act (S.1733)gy
– Senators John Kerry (D-MA) and Barbara Boxer (D-CA) chairs of 

the Foreign Relations & Environment and Public Works 
Committees introduced bill on September 30 2009Committees introduced bill on September 30, 2009.

– EPW Committee recommended it be considered by the Senate 
as a whole on November 5, 2009.
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Waxman-Markey Bill at a Glance

Title I Clean EnergyTitle I – Clean Energy
Title II – Energy Efficiency
Title III Reducing Global Warming PollutionTitle III – Reducing Global Warming Pollution
Title IV – Transitioning to a Clean Energy Economy
Titl V Off t f D ti F t & A i ltTitle V – Offsets from Domestic Forestry & Agriculture
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Waxman-Markey: Clean Energy

• Combined efficiency and renewable electricity 
t d d 20% bl b 2020standard: 20% renewable by 2020.

• Carbon Capture and Sequestration
R&DD commercial deployment linked to coal fueled electric– R&DD, commercial deployment, linked to coal-fueled electric.

• Clean transportation
– Utilities to plan for electric vehicle grid integrationUtilities to plan for electric vehicle grid integration
– Funding for vehicle/battery manufacturers/fleet owners/smart grid. 

• State Energy & Environment Development (SEED) 
funds.

• Transmission & Distribution: smart grid.
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Waxman-Markey: Energy Efficiency

• New building standards – 50% improvement by 2016.g p y
• Standards for lighting products, commercial furnaces 

and appliances.pp
• Transportation efficiency – fuel standards for heavy 

vehicles.
• Industrial efficiency program – DOE to establish 

certification standards to be ANSI recognized.
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Waxman-Markey: Global 
Warming Pollution ReductionWarming Pollution Reduction

E i i AllE i i All GHG i i f ifi d ti iti•• Emission AllowancesEmission Allowances: cap on GHG emissions from specified activities.
•• Compliance ObligationCompliance Obligation: “covered entities” must hold or submit emission 

allowances ≥ GHGs they emit.
•• TradingTrading: no restriction on who can hold, purchase, sell, transact with 

allowances.
•• Banking and BorrowingBanking and Borrowing: for future/current compliance. 
•• Penalty for NoncompliancePenalty for Noncompliance: establishes penalties.
•• Strategic ReserveStrategic Reserve: 2.5 billion metric tons of emission allowances from 

monthly set asides by Administrator from each year’s tonnage limit. 
•• PermitsPermits: obligations of stationary sources under the Clean Air Act’s Title V 

operating permit program under the newly-established Title VII program.
•• International Emission AllowancesInternational Emission Allowances: criteria to meet before allowances from
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International Emission AllowancesInternational Emission Allowances: criteria to meet before allowances from 
foreign programs can be used for compliance by covered entities.
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Source:  Environmental Defense Fund
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Source:  Environmental Defense Fund 



GHG Emissions Reporting

• Within 6 months of enactment, EPA must establish a ,
federal GHG registry
– Based on best practices from federal, state, tribal, 

international protocols, incl. protocols from the Climate 
Registry and other mandatory state or multi-state 
authorized programs.p g

– Reporting begins in 2011 for the years 2007-2010, with 
mandatory quarterly starting in 2011.

• Covered gases: 5 Kyoto gases (not HFCs)
– CO2 , CH4, N2O, PFCs, SF6 (NF3,HFE).
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www.epa.gov/climatechange/emissi
ons/ghgrulemaking htmlons/ghgrulemaking.html
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Waxman-Markey: Global Warming 
Pollution ReductionPollution Reduction

• National greenhouse gas (GHG) cap-and-trade 
program
– 2012:   3% < 2005 emissions level (~12% > 1990 levels)

2020 17% < 2005 ( 4% < 1990 l l )– 2020: 17% < 2005 (~  4% < 1990 levels)
– 2030: 42% < 2005 (~33% < 1990 levels)
– 2050: 83% < 2005 (~80% < 1990 levels)2050: 83% < 2005 ( 80% < 1990 levels).

• Consumption cap on all HFCs (under Title VI CAA) 
– 2012: 10% < average between 2004-20062012: 10% < average between 2004 2006
– 2020: 33%
– 2030: 75%
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– 2032 and onward 85%.
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Source: Pew Center for Global Climate Change



Waxman-Markey: Covered Entities
• Sec. 722 prohibits GHG emissions unless the 

following covered entities’ owner or operator holdsfollowing covered entities  owner or operator holds 
necessary allowances for “capped emissions”:
– Electricity sources
– Fuel producers and importers (>25,000 tonnes/year)
– Industrial gas producers and importers (>25,000)
– Nitrogen trifluoride sources (>25 000)Nitrogen trifluoride sources (>25,000)
– Geological sequestration sites 
– Industrial stationary sources (see 700(12)(F)-(H))

I d t i l f il f l fi d b ti d i ( 25 000)– Industrial fossil fuel-fired combustion devices (>25,000)
– Natural gas local distribution companies
– Algae-based fuels
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– Fugitive emissions.



Waxman-Markey: Phases in Points of 
Regulation Along the GHG Supply ChainRegulation Along the GHG Supply Chain

2012 2014 20162012 2014 2016

Comprehensive summary of the bill available at:
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Comprehensive summary of the bill available at: 
http://pdf.wri.org/wri_summary_of_aces_0731.pdf



Waxman-Markey: Allowance Distribution

Assistance for 
consumers of 

distributed 
natural gas and 

electricity

Assistance for 
carbon intensive 

large emitters
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Clean Energy Economy Transition

• Funding to reduce impacts on low- andFunding to reduce impacts on low and 
medium income earners.

• Funding to offset energy price increases• Funding to offset energy price increases.
• Funding for domestic adaptation, prevention of 

tropical deforestation and internationaltropical deforestation, and international 
technology transfer.

• Entitlements and retraining for displaced 
workers.
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Offsets from Domestic Forestry & 
AgricultureAgriculture

• Regulated companies would be allowed to purchase 
carbon offsets to meet a portion of their required 
emission reductionsemission reductions
– Fund other clean-energy projects rather than cut their own emissions.

• Offsets could account for up to 2 billion tons of totalOffsets could account for up to 2 billion tons of total 
emission reductions each year under the entire cap
– Some estimate ≤ 15%, in 2012; ≤ 33% by 2050
– Half of permitted offsets would be domestic, half international (or ≤ 75%   

international sources if domestics offsets are insufficient).

• EPA defers to Offsets Integrity Advisory Board
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EPA defers to Offsets Integrity Advisory Board.



GHG Questions to Consider

• How prepared is your firm to comply with GHG 
reporting?

• How much can your firm pass carbon costs through 
l h i ?your supply chains?

• Will carbon costs affect demand for your products?
• Will allowance value be available to mitigate costs?
• What technologies or processes can your firm 

l t iti t GHG i i ?employ to mitigate your GHG emissions?
• What offset options are available to your firm?
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