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MEMORANDUM

April 22, 2002

FROM:
Initiatives Oversight Committee

TO:

Interested Parties

SUBJECT:
Discussion Paper: Options for Preserving the WRAP’s SO2 Annex in Federal Multi-Pollutant Legislation for Electric Utilities

The Initiatives Oversight Committee (IOC) of the Western Regional Air Partnership (WRAP) invites comment on the attached discussion paper titled “Options for Preserving the WRAP’s SO2 Annex in Federal Multi-Pollutant Legislation for Electric Utilities.”

The purpose of this discussion paper is to begin a dialogue with all interested parties to identify one or more acceptable options for preserving the WRAP’s SO2 Annex in any federal multi-pollutant legislation for electric utilities.  The WRAP’s IOC has identified two potential options which are described in the paper.  The IOC is seeking comment on these options from all interested parties.  The IOC recognizes that there are probably additional ways to preserve the Annex in federal multi-pollutant legislation for electric utilities and welcomes any such suggestions.

The IOC stresses that the purpose of this paper is solely to begin a discussion that will result in identifying one or more acceptable options for preserving the WRAP’s SO2 Annex in federal multi-pollutant legislation for electric utilities.  At this time, neither the IOC nor the WRAP are taking any position or making any recommendations or comments on other pollutants or other programs affected by the President’s Clear Skies Initiative, Senate Bill 556 introduced by Senator Jeffords, or other legislative proposals to address multiple pollutants from electric utilities.

Comments and suggestions should be sent by May 10 to WRAP Co-Director, Patrick Cummins, at pcummins@westgov.org (303-623-9378).  You may also contact members of the IOC directly (see www.wrapair.org for information on the IOC).

Thank you for your interest.

Discussion Paper:  Options for Preserving the WRAP’s SO2 Annex

in Federal Multi-Pollutant Legislation for Electric Utilities

April 22, 2002

Prepared by the WRAP’s Initiatives Oversight Committee
It is critical to the West that any federal multi-pollutant legislation for electric utilities preserve the Western Regional Air Partnership’s (WRAP) SO2 Annex, submitted to EPA in September 2000.  The WRAP’s Annex to the Report of the Grand Canyon Visibility Transport Commission represents 10 years of work through a western stakeholder process that achieved a consensus approach for addressing the point source sulfur dioxide contribution to regional haze in the West. Any federal legislation needs to support the Annex and ensure that the integrity of this agreement is maintained. 

While the timing of federal legislation remains uncertain, western states and tribes must implement the WRAP program under established regulatory deadlines.  An EPA proposal to revise Section 309 of the Regional Haze Rule to incorporate the Annex is expected soon and the final rule should be in place by the end of this year.  Regional haze plans implementing the Annex under Section 309 of the Regional Haze Rules must be submitted by December 31, 2003.

Key features of the Annex milestones and trading program that need to be preserved include: a “hard” cap for the 9-state transport region (the Annex milestones); allowance set-asides for tribes, renewable energy, and new sources; the timing of reductions, including interim milestones; and implementing a cap-and-trade program as a backstop, not as the primary program.  It is also important that states and tribes retain the ability to address localized visibility impairment problems at Class I areas caused by sources covered by the Annex and the Regional Haze Rule.

The purpose of this paper is to begin a discussion with all interested parties to identify one or more acceptable options for preserving the WRAP’s SO2 Annex in any federal multi-pollutant legislation for electric utilities.  The WRAP’s Initiatives Oversight Committee (IOC) has identified two potential options which are described below. 

The IOC is seeking comment on these options from all interested parties.  The IOC is also interested in exploring additional options for preserving the Annex in any federal multi-pollutant legislation for electric utilities.  Comments suggesting additional options are encouraged.

The IOC stresses that the purpose of this paper is solely to begin a discussion that will result in identifying one or more acceptable options for preserving the WRAP’s SO2 Annex in federal multi-pollutant legislation for electric utilities.  At this time, neither the IOC nor the WRAP are taking any position or making any recommendations or comments on other pollutants or other programs affected by the President’s Clear Skies Initiative, Senate Bill 556 introduced by Senator Jeffords, or other legislative proposals to address multiple pollutants from electric utilities.

Option 1 - Make the Annex the federal SO2 program for the West
Making the Annex the federal program in the 9 state transport region has the advantages of preserving the Annex in its entirety, including allowing trading between utility and non-utility sources (thereby satisfying the RH BART requirement for non-utility sources), retaining the set-asides for tribes, renewable energy, and new sources, and implementing a trading program only as a backstop if the established milestones are not met.  It would also result in full participation in the Annex regardless of whether or not all eligible states and tribes elected to submit SIPs/TIPs under Section 309. 

Potential disadvantages include mandating the Annex, which is currently a voluntary program, and restricting emissions trading to the western region as opposed to allowing western utilities to trade in a national market.  

Option 2 - Western utility sources participate in national SO2 program, but legislation requires utility SO2 emissions in the 9 state region to meet the level expected of these sources under the Annex.

Under this approach the Annex would remain in place as an opt-in program for western states and tribes, but the federal program would include a requirement that utility emissions in the 9 state region meet an actual emissions limit in 2018 consistent with the Annex (275,000 tons with some potential adjustment to reflect Annex agreements on headroom, allowances for new sources, and CEMs adjustments).  This “backstop” in the federal program would ensure that the Annex targets for utilities emissions are met while allowing western utilities to participate in a national program and to comply with that program through the national banking and trading provisions.

It is important to recognize that the Annex is designed to achieve the emission target in 2018, rather than triggering a program to achieve the target sometime after 2018.  Therefore, any federal multi-pollutant legislation should include provisions to ensure the WRAP emissions target for utilities is achieved in 2018.  Such provisions could include an EPA-administered nested western cap on utility emissions beginning in 2018 if the western target is not met (the Annex provides for a 2013 checkpoint which allows triggering the trading program early if it can be demonstrated that the covered sources will not achieve the emissions target in 2018) and/or assessing the emission offset penalties and financial penalties developed by the WRAP and incorporated in the Annex.     

Potential advantages of this approach include allowing the Annex and the federal program to operate independently with no changes to the Annex (remains a voluntary program, tribes receive the tribal set-aside if the trading program is triggered, etc.) while allowing western utility sources to participate in the national trading program (with “flow control” to ensure the Annex is not undermined).  

*   *   *

Under either option 1 or option 2, it would be possible to expand the western region to include western states beyond the nine-state transport region, and tribes within those states.  Both options would also allow Annex implementation to move forward on the current schedule and merge with a federal multi-pollutant approach for electric utilities in the future (i.e., if legislation is not passed by the end of 2003 when Section 309 plans implementing the Annex are due).









