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Disclaimer: 

ÁAll references are to the House passed version of  HR2454

ÁAssumptions about 400 rulemakings and how bureaucracy will 
interpret congressional direction

ÁAs a summary:  complex details have been simplified

ÁExplanation ðNot Defense

ÁOnly covers issues related to electrical generation and natural gas 
utilities and does not cover emissions from:

VLandfills

VWastewater Treatment Plants

VVehicle Fleets



Current Situation

HR2454 passed by House 6/26/09 by vote of 219-212

Under Senate Consideration -Markup has not been scheduled
9/8/09 -òSenate Democrats will continue to aggressively push legislation that boosts our economy 

and helps working families build a better future. Key items on this list are delivering on health 
insurance reform and clean energy, providing jobs by improving our infrastructure, 
and reining in the behavior on Wall Street that contributed to the economic downturn. We also 
intend to pass legislation that makes college more affordable and invest in critical domestic 
priorities.ó  - Senate Majority leader Harry Reid (NV)

S1462 ðAmerican Clean Energy Leadership Act (energy bill only)

Passed Senate Committee

President has asked for passage of Climate bill by December UN Meeting in Stockholm



HR 2454 COVERS: GHG Emissions

Carbon Dioxide 1*

Methane 25

Nitrous Oxide 298

Sulfur Hexafluoride     22,800

Perflurocarbons

·CF4 7,390

·C2F6 12,200

·C4F10 8,860

·C6F14 9,300

Hydroflurocarbons(industrial)

·HFC-23 14,800

·HFC-125 3,500

·HFC-134a 1,430

·HFC-143a 4,470

·HFC-152a 124

·HFC-227ea 3,220

·HFC-236fa 9,810

·HFC-4310mee 1,640

Nitrogen trifluoride 17,200

*Each number represents the 

CO2 equivalent multiplier



What is Cap and Trade?

It is a federal government system

Establishes total maximum emissions of a pollutant

Grants some flexibility to determine how to stay under the limits

Uses market forces to determine the cost of compliance

Sends price signals to consumers so they will select the least costly 

option for compliance
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What is GHG Cap and Trade?

HR 2454 Sets the GHG Cap Based on 2005 Emissions

The Cap is 17% reduction by 2020 and 83% reduction by 2050

Emitting entities can achieve compliance by:
Reducing Emissions Directly

Purchasing Emission Allowances

Acquiring Carbon Offsets

Free Allowances for Power Generation begin phase-out in 2020 
Eliminated by 2025



Carbon Allowances vs Carbon Offsets

Carbon Emission Allowance ðGovernment permission to emit 
one metric ton of CO2e

Carbon Allowance Marketplace ðCommodity marketplace 
where sales of emission allowances are conducted with the highest 
bidder.

Carbon Offset ðGovernment certification that some action has 
trapped one metric ton of CO2e for a set length of time

Carbon Offset Marketplace - Commodity marketplace where 
sales of Carbon Offsets are conducted with the contracted buyer.



What is an LDC?

It is the focus of the administration of this title of the act

LDC = Local Distribution Company

The entity that:

Á Sells electricity to its final user 

Á Whose rates are approved by some legally authorized body

It is your local electric or gas utility



Pot 1 ð50% Sales

Pot 2 ð50% Emissions

Pot 3 ðRedistribution

Pot 4 - .5% for small sellers

How do I get my Carbon Emission Allowances 

under HR2454 for Electric Utilities?
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How do I get my Carbon Emission Allowances 

under HR2454?

Pot 1 - 50% of all allowances for electrical 

generation are distributed based on your pro rata 

share of sales of electricity at retail in the US

Pot 2 ð50% Emissions

Pot 3 - Redistribution

Pot 4 - .5% for small sellers
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Pot 1 ð50% Sales

Pot 2 ð50% of all allowances for electrical generation 

are distributed based on your pro rata share of the 

carbon emissions created by all US electricity 

production.

How do I get my Carbon Emission Allowances 

under HR2454?

ÅEmission amounts determined by EPA Administrator

òPrecise as practicable, taking into account the nature of data currently availableó

ÅòAdministrator may use the best available data, including average data on a regional 

basis with reference to RTOõsó
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Pot 1 ð50% Sales

Pot 2 ð50% Emissions

Pot 3 ðReallocation of excess allowances from Pot 1 

since no LDC can receive more allowances than are 

required to cover their costof compliance.  Excess is 

allocated based on emissions

Pot 4 - .5% for small sellers

How do I get my Carbon Emission Allowances 

under HR2454?
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Pot 1 ð50% Sales

Pot 2 ð50% Emissions

Pot 3 ðRedistribution

Pot 4 -.5% of all allowances are reserved for LDCõs selling less than 4M 
MWh and allocated by pro rata sales of electricity at retail.

Energy Efficiency Programs

Renewable Energy Programs

Assistance for Low Income (<200% of poverty)

How do I get my Carbon Emission Allowances 

under HR2454?
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Pot 1 ð50% Sales

Pot 2 ð50% Emissions

Pot 3 ðRedistribution

Pot 4 - .5% for small sellers

How do I get my Carbon Emission Allowances 

under HR2454?

Distribution is made annually 

beginning no later than 

September 30, 2011 

for the following year (2012)

Formula is reviewed every three 

years to modify for changes in 

service territories and number of 

customers.
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EXAMPLE for 2012 based on HR2454

Annual Sales US (2005): 3,660,968,513 MWh

Annual Emissions for Power US (2005):2,381,000,000  metric tons

Total Carbon Emission Allowances for Power Production 1,718,000,000 

Allowances for Sales 859,000,000

Allowances for Emissions 859,000,000

Small LDC Allowance 23,000,000

Total Carbon Emission Allowances for Natural Gas ð416,400,000



Annual Carbon Allowances for 

Whozitville,  MO

Annual Sales Whozitville: 25,224 MWh (.00069% of Natõl total)

Annual Emissions Whozitville: 24,685 metric tons  (.00104% of Natõl total)

Emission Allowances for Whozitville:

Sales 5,918

Emissions 8,906

Small LDC 238

TOTAL            15,063

Value at $25 per ton = $376,567
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Annual Carbon Allowances for 

Whatzitville,  MO

Annual Sales Whatzitville: 54,332 MWh(.0015% of Natõl total)

Annual Emissions Whatzitville: 42,037 metric tons(.0018% of Natõl total)

Emission Allowances for Whatzitville:

Sales 12,748

Emissions 15,166

Small LDC 406

TOTAL 28,320

Value at $25 per ton = $708,011



What do I do with Carbon Emission Allowances?

ÅSell them to raise money for: 

V Ratepayer Rebates

V Energy Efficiency Programs

V Renewable Energy Projects

V Low Income Energy Assistance Programs

ÅBank them

ÅLoan them

ÅTrade them back to your energy supplier for reduction in rates



What is required of an LDC under HR 2454?

Select base period
Á2006-2008
Á3 Consecutive Years between 1999 and 2008

Create a plan to distribute proceeds from the sale of 
Carbon Emission Allowances
ÁIt cannot be based solely on the amount of electricity sold to an individual
òé it shall, to the maximum extent practicable, provide such rebates with regard 
to the fixed portion of ratepayersõ bills or as a fixed credit or rebate on 
electricity bills.ó

ÁIt maybe based on the amount of electricity sold if the customer is classified as 
an industry



What is required of an LDC under HR2454
(contõd)

Adoption of Municipal Ordinance outlining plan after a 

public hearing ð
ÅUpdated and readopted every 5 years

ÅFiling of the ordinance with EPA

ÅAnnual reports on disposition of the value of the emission allowances.

ÅEPA audit of sample number to insure compliance.

Establish one or more of the following projects/services:
Energy Efficiency

Renewable Energy Generation

Assistance for Low Income Ratepayers



Policy  and Management

Issues

VManaging the value of a variable priced commodity with an 18-21 month 

sales window, but 12 month program window

VDesigning an equitable distribution system within classes of customers

VBalancing outsourcing with the need to monitor compliance

VPaying for administration of these programs

VMaintaining position as an LDC to receive allowances for ratepayers

MPUA will be a resource for assistance



Other GHG Issues

VEPA Endangerment Findings ðGHG
Draft Rule Filed with OMB

Limited to 25,000 tons ðCAA sets limit at 250 tons

Pending Sierra Club Suit against EPA



Natural Gas and Cap & Trade 

under HR2454

Begins operation in 2016 (instead of 2012)

First distribution June 30, 2015 for 2016

9% of Carbon Emission Allowances are distributed to Local Distribution 

companies

Goes to zero in 2029

Amount based on LDCõs national pro rata share of retail sale of 

natural gas during a three year base period
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Natural Gas and Cap & Trade 

under HR2454

Operates similar to Electric Carbon Emission Allowance 

System

Same criteria for selection of base period

Same requirement for Disbursement Plan, ordinance, reports, audits, etc

Same restriction on rebates to customers

At least one third of proceeds must be used for an Energy Efficiency 

Program
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Annual Carbon Allowances for 

Whatzitville,  MO for Natural Gas

Annual Sales Whatzitville: 87,921 Dkt(.00006% of Natõl total)

Emission Allowances for Whatzitville:
Natural Gas 2,473

Value at $25 per ton = $61,817

TOTAL IMPACT HR2454

Electric $708,011

Natural Gas $  61,817

TOTAL $769,828



Questions?
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