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Disclaimer

The accompanying materials were prepared by Cambridge Energy Research Associates,
Inc. (CERA), and are not to be redistributed or reused in any manner, with the exception of
client internal distribution as described below.

CERA strives to be supportive of client internal distribution of CERA content but requires that

» CERA content and information, including but not limited to graphs, charts, tables, figures,
and data, are not to be disseminated outside of a client organization to any third party,
including a client’s customers, financial institutions, consultants, or the public.

« Content distributed within the client organization must display CERA's legal notices and
attributions of authorship.

Some information supplied by CERA may be obtained from sources that CERA believes to be
reliable but are in no way warranted by CERA as to accuracy or completeness. Absent a
specific agreement to the contrary, CERA has no obligation to update any content or
information provided to a client.
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RGGI Guiding Principles for Program
Design - Excerpt

 “The program will emphasize uniformity to facilitate
Interstate trading in GHG allowances and will build on
successful cap and trade programs and mechanisms
already in place.”

 “The program will be expandable and flexible, permitting
other states to seamlessly join in the initiative when they
deem it appropriate.”

* “The program shall start simply and develop over time.”
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Key Players for Allocations to Electric

Generators
RGGI/State Cap
« Cap methodologies

COVERED ENTITIES
* Existing and new entrants
* Inter- and intra-fuel competition
* Inter-state competition
* Energy market structure and policies
* New environmental retrofits

¢ %

Non-RGGI
Competitors

* Fossil fuel-fired
generators

Non-covered Entities

* Non-emitting generating
sources

» Conservation measures

Source: Cambridge Energy Research Associates.
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Temporal Issues
The Compliance Planning Horizon

Incentives Definition of Current Implications of Current
for I_Early Planning Horizon Company Actions in Future
Action? Compliance Periods
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COMPLIANCE COMPLIANCE PERIOD PERIODS
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 Government Distribution

+ Historic—fixed
* Historic—updating
* Projections

* Auctions

The Trade-off of Regulatory Certainty versus Program Flexibility.
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Metrics for Allocating to Power

Generators

INPUT >

EMISSIONS

* Fuel specific

* Fuel neutral

Source: Cambridge Energy Research Associates.
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* Fuel specific
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* Fuel specific

* Fuel neutral
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Summary

« Many options are available for allocations

« The challenge is to prioritize goals and then select best
options to achieve goals

« Simplicity and transparency are good starting points
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CERA in general, please feel free to contact
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@ Oslo

® Calgary @ Moscow

: @ Paris
@ Cambridge, MA
Oakland, CA @ o 9 @ Beijing

Washington, DC
Mexico City @

@ Sao Paulo

55 Cambridge Parkway
Cambridge, Massachusetts 02142, USA
www.cera.com




