














PENNSYLVANIA

SB 1030
e Alternative Energy Portfolio Standard, requiring that qualified power sources provide 18.5 percent
of Pennsylvania’s electricity by 2020. There are two tiers of qualified sources that may be used to
meet the standard. Tier 1 sources must make up 8 percent of the portfolio, and include wind, solar,
coalmine methane, small hydropower, geothermal, and biomass. Tier 2 sources make up the remaining
10 percent of the portfolio, and include waste coal, demand side management, large hydropower,
municipal solid waste, and coal integrated gasification combined cycle power generation.

RHODE ISLAND
Existing Regulations and Policies Relevant to CCS

On August 26, 2001, Rhode Island Governor Lincoln Arnold signed onto The Climate Change Action Plan
developed by The New England Governors and the Eastern Canadian Premiers. By signing the agreement,
Rhode Island agreed to reduce its statewide greenhouse gas emissions to 1990 levels by 2010, 10 percent
below 1990 levels by 2020, and 75-85 percent below 2001 levels in the long term.

Rl Gen. Laws § 42-98-2, § 42-98-3

e The state energy facilities siting board grants priority to projects based on several criteria, one of which
is the use of coal processed by clean coal technology. Rhode Island defines clean coal technology as a
technology developed in the U.S. Department of Energy’s clean coal technology program and shown to
produce emission levels substantially equal to those of natural gas fired power plants. The DOE’s Clean
Coal Power Initiative provides government co-financing for new coal technologies that can help utilities
meet the President’s Clear Skies Initiative to cut sulfur, nitrogen and mercury pollutants from power
plants by nearly 70 percent by the year 2018.

TEXAS

HB 149
e 2006 legislation that instructs the Railroad Commission of Texas to acquire ownership of carbon
dioxide captured by a FutureGen project located in the state (FutureGen is a proposed U.S. DOE
demonstration of the integration of IGCC, hydrogen production, and CCS). This would relieve the entity
operating a FutureGen project of potential liability for the carbon dioxide captured and sequestered.

VERMONT
Existing Regulations and Policies Relevant to CCS

On August 26, 2001, Vermont Governor Howard Dean signed onto The Climate Change Action Plan devel-
oped by The New England Governors and the Eastern Canadian Premiers. By signing the agreement, Vermont
agreed to reduce its statewide greenhouse gas emissions to 1990 levels by 2010, 10 percent below 1990
levels by 2020, and 75-85 percent below 2001 levels in the long term.
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WASHINGTON
Existing Regulations and Policies Relevant to CCS

RCW 70.94.892 Carhon dioxide mitigation—fees
e Requires the department or local air agency to keep a record of its costs for reviewing carbon dioxide
mitigation plans and allows the department or local air agency to collect fees to cover those costs.

RCW 80-70-010 et seq.
e Requires carbon mitigation plans for new fossil fueled power plants or fossil fueled power plants that
increase their emission of carbon dioxide by fifteen percent or more through modification.

e |n order to receive a site certificate, a facility must have a plan to offset 20% of its carbon dioxide
emissions through either:

e Payment to a third party for carbon mitigation
e Direct purchase of permanent carbon credits
e |nvestment in “applicant-controlled” mitigation projects (e.g. cogeneration)

SB6001
Essentially follows the lead of California’s AB 1368.

e Section 2 sets goal of reducing greenhouse gas emissions to 1990 levels by 2020 and by 2050 to the
lesser of 50% of 1990 levels or 70% below the projected annual emissions for 2050.

e Section 7 requires the commission to establish by July 1, 2008, an emissions performance standard
that does not exceed the greenhouse gas emissions from a combined cycle natural gas plant providing
baseload generation.

e Applies to investor or consumer owned utilities, long-term financial commitments, and baseload generation.

e Section 7 directs that geologically sequestered carbon dioxide shall not be included in the calculation
of emissions.

e Section 8 allows for a case-by-case exemption from the emissions performance standard.

WEST VIRGINIA
Existing Regulations and Policies Relevant to CCS

WVC 24-2-1¢g
Requires the commission to authorize rate incentives for utilities that invest in or purchase electricity from
clean coal and clean air technology facilities.

Proposed Regulations and Policies Relevant to CCS
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Senate Concurrent Resolution No. 54
e Resolves to:

e Study sequestration of carbon dioxide

e Study legislative options to give West Virginia a competitive advantage in attracting fossil fuel proj-
ects through comprehensive carbon dioxide sequestration statutes.

e Study terrestrial sequestration

e Study the legislative measures that should be applied to modeling and monitoring

SB 631
Creates the West Virginia Clean Coal Technology Council to promote the identification and advancement of
cleaner coal-fired generation technologies through the coordination and oversight of pilot projects.

WISCONSIN

Proposed Regulations and Policies Relevant to CCS

Docket 9300-GF-176
This docket evaluated the following potential regulatory incentives for IGCC plants:

e Allowing IGCC applicants to provide detailed information about only one site rather than two.

e Encouraging IGCC brownfield or refueling projects by allowing the two-site requirement to be met by
evaluating two sites at the same existing generation plant.

e Exempting IGCC proposals from a law requiring new plants to be located at brownfield sites.

e Monetizing greenhouse gas emissions in the resource planning process by using carbon adders.
e Classifying IGCC as best available control technology

e Establishing carbon dioxide performance standards

e Modifying RPS to allow credits for IGCC plants

e Modifying the Wisconsin’s load-ordering statute to place IGCC with sequestration above other coal
options or giving it the same priority as renewables.

e Giving preference to IGCC proposals with performance guarantees.
e Offering environmental trust bonds.
e Allowing a higher rate of return.

e Placing emissions caps on the purchasers of electricity to encourage power purchases from IGCC plants
with capture and sequestration.

e Preapproving cost recovery.
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WYOMING
Existing Regulations and Policies Relevant to CCS

Wyoming Infrastructure Authority

This agency was established in 2004 and it’s mission was expanded in 2006 to take advantage of the in-
centives offered in the Energy Policy Act of 2005. The Authority issues an RFP for its “Wyoming Integrated
Coal Gasification Demonstration Project” in July of 2006. The Authority may issue up to $1 billion in bond
financing for private projects or may enter into public private partnerships. Responses to its RFP would need
to propose a plant located at 4,000 feet above sea level in Wyoming, using Wyoming Coal with an energy
content of 9,000 Btu/lb or less, and deploying IGCC technology with carbon capture and sequestration.

The Authority has yet to choose a winning bidder.

Although not traditionally focused on long-term carbon sequestration, Wyoming is also home to a significant
amount of carbon sequestration for enhanced oil recovery (EOR) purposes— with approximately 5 million
tons/yr (t/y) sequestered at sites in the state.!!! Tertiary EOR projects in Wyoming are aided by an excise tax
reduction (from 6% to 4%) for the first five years of production. And, continued high oil prices are expected
to lead to the expansion of possibly 2.5 million t/y of additional EOR activity in Wyoming.112

REGIONAL INITIATIVES :

Midwestern Regional Greenhouse Gas Reduction Accord

In November 2007, six states and one Canadian Province established the Midwestern Regional Greenhouse
Gas Reduction Accord. Under the Accord, members agree to establish regional greenhouse gas reduction
targets, including a long-term target of 60 to 80 percent below current emissions levels, and develop a
multi-sector cap-and-trade system to help meet the targets. Participants will also establish a greenhouse
gas emissions reductions tracking system and implement other policies, such as low-carbon fuel standards,
to aid in reducing emissions. The Governors of lllinois, lowa, Kansas, Michigan, Minnesota, and Wisconsin,
as well as the Premier of the Canadian Province of Manitoba, signed the Accord as full participants; the
Governors of Indiana, Ohio, and South Dakota joined the agreement as observers. The Accord represents the
third regional agreement among U.S. states to collectively reduce greenhouse gas emissions, and will be fully
implemented within 30 months.

Midwestern Energy Security and Climate Stewardship Platform

In November 2007, the Governors of 11 midwestern states and the Premier of one Canadian province indi-
vidually adopted all or portions of an Energy Security and Climate Stewardship Platform. The state of Missouri
later adopted portions of the agreement as well. The Platform lists goals for energy efficiency improvements,
low-carbon transportation fuel availability, renewable electricity production, and carbon capture and storage
development. In addition to goals related to energy efficiency, renewable energy sources, and biofuel produc-
tion, the Platform lays out explicit objectives with respect to carbon capture and storage. Members agree to
have in place a regional regulatory framework for CCS by 2010, and by 2012, to have sited and permitted a

111 Coal Working Group, at 6 (citing Nuedal et al.)
112 Coal Working Group, at 30.
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multi-jurisdiction CO, transport pipeline and have in operation at least one commercial-scale coal-powered
IGCC power plant with CCS, with additional plants to follow in succeeding years. By 2020, all new coal
plants in the region will capture and store CO, emissions. The Platform lays out a number of policy options
for member states to consider as they work towards these goals, including policies that will

1) advance a regional CCS infrastructure and a legal/regulatory framework for management and storage
of capture CO,, including assistance for geologic storage demonstrations, Enhanced Qil Recovery
Projects, and reservoir assessments;

2) provide financial and regulatory incentives to building coal-fired plants incorporating CCS, such as
state support for front-end engineering and design, utility cost recovery for certain commercial proj-
ects, and generally modifying state policies to favor CCS over traditional coal-fired power plants.

States adopting all or part of the Platform include Wisconsin, Minnesota, South Dakota, Illinois, Indiana,
lowa, Kansas, Michigan, Missouri, Nebraska, North Dakota, and Ohio, as well as the Canadian Province of
Manitoba.

Western Climate Initiative

On February 26, 2007, Governors Napolitano of Arizona, Schwarzenegger of California, Richardson of New
Mexico, Kulongoski of Oregon, and Gregoire of Washington signed an agreement establishing the Western
Climate Initiative, a joint effort to reduce greenhouse gas emissions and address climate change. The states
of Montana and Utah as well as the Canadian provinces of British Columbia and Manitoba, have since joined
the Initiative. In August 2007, WCI members jointly set a regional, economy-wide greenhouse gas emissions
target of 15 percent below 2005 levels by 2020, or approximately 33 percent below business-as-usual
levels. By August 2008, participants will design a market-based system—such as a cap-and-trade program
covering multiple economic sectors—to aid in meeting the target. Alaska, Colorado, Idaho, Kansas, Nevada,
and Wyoming, as well as the Canadian provinces of Ontario, Quebec, and Saskatchewan and the Mexican
state of Sonora, are all observing the WCI process.

Regional Greenhouse Gas Initiative (RGGI)

On December 20, 2005, the governors of seven Northeastern states announced the creation of the Regional
Greenhouse Gas Initiative (RGGI). The governors of Connecticut, Delaware, Maine, New Hampshire, New
Jersey, New York, and Vermont signed a Memorandum of Understanding agreeing to implement the first
mandatory U.S. cap-and-trade program for carbon dioxide. Maryland, Massachusetts, and Rhode Island all
joined RGGI in 2007, bringing the total number of participating states to ten. RGGI sets a cap on emissions
of carbon dioxide from power plants, and allows sources to trade emissions allowances. The program will
begin by capping emissions at current levels in 2009, and then reducing emissions 10% by 2019. Pennsyl-
vania and the District of Columbia are observers in the RGGI process.

Western Governors’ Association (WGA) Clean and Diversified Energy Initiative

In June 2004, the Western Governors’ Association (WGA) unanimously resolved to examine the feasibility of
and actions required to reach a goal of adding 30,000 megawatts of clean energy by to the region by 2015
as well as achieving a 20 percent improvement in energy efficiency by 2020. The Governors also resolved
to examine what is needed to meet the West’s generation and transmission needs over the next 25 years.
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To investigate the feasibility of these goals and how they might be advanced, the WGA formed its Clean and
Diversified Energy Advisory Committee. Based on the findings of the Committee, in 2006 the Western Gover-
nors’ Association (WGA) passed a resolution reiterating their energy goals and outlining in greater detail how
they might be achieved. The Governors’ actions developed out of a shared desire to protect against energy
shortages and price spikes, accommodate the population’s growing energy needs, position the Western en-
ergy system to respond to environmental challenges, and take advantage of new technologies that will lower
the cost of renewable energy and of controlling emissions from the fossil fuel resource base.!!3 The first
annual report tracking progress towards these goals was released in June 2007.114

113 For more information on recent developments under the Initiative, see http://www.westgov.org/wga/initiatives/cdeac/index.htm
114 See “Clean Energy, a Strong Economy, and a Healthy Environment: Western Governors Association Clean and Diversified Energy Initiative 2005-2007
Progress Report.” Western Governors’ Association, June 2007. Available online at http:/ /www.westgov.org/wga/publicat/ CDEACReportO7.pdf.
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Appendix IIa

Tahle of PUC Regulatory Incentives for CCS (see Key below)

€O | FL | 0L IN KY MN MT ND NM NY OH TX WI WV
Cost Recovery
4,3,2 1* 1t
4,3,2

Preapproval

Timely Recovery
CWIP/Current

Rate Adjustment Clauses 4,3

Pre-construction

L T = TS
~ B b

Power Purchases
Higher Return 3,2 4
Full life-cycle costs

Cancellation 1 4 g 2
Other 4 4
Exemptions 1

CPN 2

Competitive Acquisition 1 4
Other 2 4
Expedited Review

CPN 4 4 4
Siting 4 2 1 1
Cost Recovery 3 1*
Financial Incentives 3 4 1*
Other 1
Guaranteed Buyer 1 1
Indemnity 1 1
Eminent Domain 2

Key:

1 = CCS Statute 3 = IGCC Statute

2 = CCS Proposal 4 = IGCC Proposal

*Statute applies to all projects

TOrder or decision of public utilities commission
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Appendix IIb

State Funding and Regulatory Incentives for CCS

State Funding

Incentive Adder

Tax Credits

Depreciation

Permitting

Liability

CaomAdder XXX X X
EPS X X X X X
Modifid RS X

* Terrestrial sequestration
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Appendix Ilc

Preliminary Criteria and Comparison of Regulatory Policies Designed to Advance CCS Projects
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This paper provides an overview of the policy options
available to states to encourage the deployment of
carbon capture and sequestration technologies for
coal-fueled power plants, including those policy tools
available to state public utility commissions. It is part of
a Pew Center on Global Climate Change Coal Initiative,
a series of reports examining and identifying policy
options for reducing coal-related GHG emissions. The
Pew Center brings a cooperative approach and critical
scientific, economic, technological, business and
policy expertise to the global climate change debate
at the state, federal and international levels.
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