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Outline

• The policy coordination problem
• Is this headline news?
• Emission reductions accounting
• Two markets and two programs
• Proposed solutions
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The policy coordination problem

the problem:
• for cap-and-trade programs (SO2, NOx, C?), 

green electricity generation (either voluntary or 
for Renewable Portfolio Standard compliance) 
does not alter the cap

the question:
• do utility green electricity programs result in 

emissions reductions? 
• if not, how can they be altered so that they do?
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Is this headline news?
Implied environmental benefit of green electricity 
• green electricity program names 

– PGE: Clean Wind, Healthy Habitat, Green Source
– LADWP: Green Power for a Green L.A.

What claims can be made?
• FTC Guides for the use of environmental marketing claims
• NAAG Environmental marketing guidelines for electricity

Why look at voluntary programs?
• small % of total electricity
• cleaner accounting than for RPS/RECs
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The RPS case - compared to voluntary programs 

• what states think they’re getting with an RPS*
1. economic development

2. GHG emissions reduction
3. diversification of supply
4. more predictable generation costs
5. far fewer undesirable externalities

• RECs show RPS compliance, but carry no capped 
attributes 

*Rabe (2006). Race to the top: the expanding role of U.S. state renewable portfolio standards
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Emissions accounting
How do we know if reductions were delivered?
if the # of allowances on account after settlement:

allocated 
+ carried over          (banking for SO2 only)

+ (bought – sold) 
– deducted

is greater than the # expected to be retired based 
on green electricity sales.
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How many allowances should be retired?

actual generation              (which plants?)
divided by

actual allowances used      (emissions monitoring)
equals

generation/allowance

green electricity MWh sales
divided by

generation/allowance
equals

# of allowances expected to be retired
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Portland General Electric and the SO2
market

• 1.975GW generation capacity 
(1.466GW coal, 0.509GW hydro)

• PGE’s claims:

• Do green power purchases reduce SO2 emissions?

http://www.portlandgeneral.com/home/products/renewable_power/default.asp?bhcp=1 (accessed 
3/5/08)
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Year Net 
Generation 

(MWh)

Gen/
Allowance 
(MWh/ton)

Green 
Energy 
Sales 

(MWh)

Allowances 
expected 

to be 
retired

Allowances 
on account 

after 
settlement

2001 12,967,477 827 34

2002 8,865,390 783 57,989 74 64

2003 8,890,272 761 188,646 248 58

2004 9,169,072 820 262,143 320 93

2005 8,686,102 796 339,577 427 108

PGE and the SO2 market      (all generation)
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Year Net 
Generation 

(MWh)

Gen/
Allowance 
(MWH/ton)

Green 
Energy 
Sales 

(MWh)

Allowances 
expected 

to be 
retired

Allowances 
on account 

after 
settlement

2001 5,951,605 380 34

2002 5,198,919 459 57,989 126 64

2003 5,820,266 498 188,646 378 58

2004 5,411,807 484 262,143 541 93

2005 5,496,920 503 339,577 675 108

PGE and the SO2 market      (only coal)



2/11/08  Geoff Lewis  Clean Energy, Dirty Air
glewis@umich.edu

LADWP and the L.A. NOx market (RECLAIM)

• Los Angeles Department of Water & Power
• 4.33GW in-basin NG generation capacity (2005)

• LADWP’s claims*:

• Do green power purchases reduce NOx emissions?
* http://www.ladwp.com/ladwp/cms/ladwp000851.jsp (accessed 3/5/08)
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Year Net Generation 
(MWh)

Gen/
Allowance 
(MWh/ton)

Green 
Energy 
Sales 

(MWh)

Allowances 
expected 

to be 
retired

Allowances 
on account 

after 
settlement

2000 6,554,578 4,399 61,100 14 5

2001 6,202,904 7,130 66,666 9 47

2002 4,291,757 11,472 87,867 8 197

2003 5,464,846 18,377 94,722 5 520

2004 6,119,680 22,117 75,529 3 531

LADWP and the L.A. NOx market (RECLAIM)
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Meanwhile, on the way…
• C cap-and-trade (?)
• more states (and possibly a national) RPS

Proposed solutions: 
• 3rd party emissions allowance ‘trust fund’

– utilities required to deposit allowances based on sales
• allowance retirement mechanism in cap-and-trade 

rules
• tie RPS compliance to emissions allowances (re-

bundle attributes with RECs)
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