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The second auction of emissions allowances un
theRegional Greenhouse Gas InitetRGGI) will
beheld onDecember 1,72008In order to
disseminate relevant information enctease
market transparen&NE (Environment
Northeastompiledhe folbwing reporbn
emissiongrendsthrough3d quarter20@B, using
data from th&nvironmentaProtectionAgency
(EPA) RGGI membestatesand other sources
The eportalsoexaminesmissionslrivers such as
economic conditionfijetswitchingelectriciy
consunption, noremitting electricity generation,
and weatheAdditionally, he impactof new
developments in energy and climate reguéaton
consideredas are implications of the recent

RGGI at a Glance:

10 States (ME, MA, NH, VT, RI, CT, NY, NJ,

DE and MD)

Applies to all fossil fuel-fired power plants 25

MW or greater

Goes into effect Jan 1, 2009

First auction conducted September 25", 2008

Second auction on December 17", 2008

Initial regional cap is 188 million tons CO-

Cap is two-phase:

o Stabilization at initial level for 2009-2014.

0 2.5% reduction per year 2015-2018 for
total 10% reduction

Compliance period is three years; first permits

due March 1, 2012.

financial downturn.

Summary of Key Findings:

e Recent dat@hrough Septemberdicate that 2008 emissidmen RGGI unitsaretrendingl6%
below theRGGI capd a good thingoutemissions are unlikely to remain as |@009

e Emissions have fallen as a result of the following conditions, some of which ar wdikeiye
into 2009

o The hghprice of oilin relation to the pricef aatural gaand correspondirggclinen oil
utilizationin favor of natural g@sthispricetrend has reversed in the last month and could
lead to significant additional emissfooms oil fired plants

o The hghprice ofcoal in the summer of 2088d corresponding decrease in combustion
this carborintensive fued the price trend for coal has also revevgleidh could leadoal
emissions to return to their prior levels.

0 Increased availability of wind, hydro and nuéléesincrease in neemitting generation
will likely continue at a modest pace as more wind power comeis) tndirfature.

o Electricity consumption has been staibtecent yeafsconsumption will likelemain
stableowing toeconomic conditions and expanded efficiency investmérister, more
humid summers could drive up consumption and emissions in future years

e ENE believes that demand for allowances in the second auction on Decer@dbé8il remain
strong the successful conduct of flrst auction on Septemb2sth dispell o u bt s about
permanencand increases the value of RGGI allowances as the January 1, 2009 effective date
approacheand calls for expandelimateregulation ahe state and federal level increase

RGG



Emissions Data

In order to inform the public on developments within REEE conductecainassessmenf regional
emissionsising EPA datiiom the AcidRain PrografARP)ENE G s met hodol ogy i s de
Attachnent 1

The trend that emerged from this anaigdisateshat the RGGI cap level remains higher than actual
emissionRecentireleasedata from power planiin the Acid Rain Progrdead ENE to projedhat
total emissions 2007 werapproximately%® below the RGGI cagnd 2008 emissions through
September fell approximatedpialbelow the cap

ENE projectionghroughSeptembe20@® describe the relationship between emissions and the cap as
shown below in Figure Emissions dataade availably theRGGI member states formed the basis
for the analysi§acility level data was collected for all power plants that repermG€ions undéne

EPA Acid Rain PrograandENE used this trentb project the overatimissions in the RGGI region

(for more dwiled description seé¢t#chment L Note that ARP data does notlude all RGGI
facilitiesand thus shoulde used as an indicaterN E 6 s  p mayjurderdr overpredict total
emissions from RGGI facilities.

Figure 1: RGGI Facility CO, Emissions from Various Sources
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Figure 2 (belowghowdirst, secondand thirdquartelRGGI ARPfacility emissions by statdthough
trends evidenced yearto-datedatamay not hold for the reminder of the yda existing dasuggest
that 2008 emissiomsll remain belowhe camndwill decline from the levels seen in 2007



Figure 2: Year-to-Date RGGI ARP Facility CO, Emissions by State (though September)
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Note: Yearto-Date dataovers different time frames at different points in this réptest aailable
data was used at all times, with the following implicgtando datemissions dat&igures 1 and) &
through Septemb@008 electricity consumption data ameathedata are througdovember2008
andelectric generatiatata is througAugust2008

ENEOG s a n mslatgssemissionsfdatat indicates20@8year to datemissiongare similar t2006
emissionsSgnificantuncertaintyurroundsinderlying drivers of emissidengelsoverthe coming

months and yearBhese driverd includingelectricity consumptipweatherrelativefuel prices,

economic trendasndavailability ohon-emittinggeneratio® will impact emissions trends and

determine how constraining the cap will I20@9 and beyond (first compliance yAarpverall

decline in emissions across the region is a very favorable trend environmentally and may allow the RGGI
states to reduce the level of the cap more quickly in subsequent compliance periods.

Electricity Consumption

Emissions levels aleectly related telectricity consumptiamithin the RGGI regiarRecent data
from the New England Imghendent System Operator (I88)! indicates that 20@ectricity
consumption througNovemberdropped slightlg0.75%from 2007(Figure 3)Total electricity
consumptionn 2008could still outpace 20@onsumptioybut if consumption remains down, total
2008 emissnswill likely remaifow. More importantanticipated increases in energy consungrgon
not occurring

This trend is supported by annual electricity ogutgan in New England and New York (Figure 4)

Statdevel éta from the PJM region (New Jersey, Delaware and Maryland) was unavailable, but it can
fairly be assumed that electricity consumption for the RGGI region in 2008 was at or slightly below 2007
lewels, andhatelectricity consumption has essentially remained stable ovefiviee/&sts.



Figure 3: Year-to-Date New England Electricity Consumption (through November)
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Figure 4: Annual New England + New York Electricity Consumption
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Weather

Waather is a significant driver of energy consumption and thus emissions within the RGBbtegion

and humid summer weather leads to greater electricity consumption for air conditioning, whereas cold
winter weather has a greater impact on natural gasaéind bil consumption (only a small percentage

of buildings in the region are heated with electridityle electricity generation is covered by the RGGI
cap, home heating fuels are mberefore the temperateimamidity indeXis a more important

indicator of electricity consumption and associated emissionedtiag oheating degree daybe
temperaturdiumidity index through November indicates that 2008 has been a modenatieeyear

RGGI region, which is reflected in the slight decreasetnicgleconsumption in summer months.

Figure 5: Year-to-Date RGGI Weighted Temperature-Humidity Index (through November)
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Economic Trends

Economic growth has historically been a significant driver of emissions, with increased economic growth
leading tancreased electricity sales, leading, in turn, to higher emissiohtieseds, economic

growthin recent yeaeppears to have coincided with a period of relative emissions stakiléytent

of this disassociation between economic growth argicemis uncleabut it suggests that economic

growth need not always increase emissions

In the recent monthsenomic conditions in the RGGI region have worssigadicantlyand recent
reports from the Federal Reserve shoveasingveakness in RA@istricts3 Theeconomic
downturn in the region has the potential to reduce electricity consumption and emissions.

Energy Prices& Generation from Fossil Fuel Power Plants

Energy prices have risen significantly since the baselii20@&804 usedo determine the RGGI
cap The rising cost of fuel inputseerigure 6droveNew Englandvholesale electricity prices up in



recent years, though recent decreases in fuel costs have arrested the upward trajectdhgin prices
December 2 price of $62%MWh was far below the 2008 peak1#4.42/MWh, and more closely
approximated the 2006 average price of $62.74#MMWhel costs continue to decrease electricity
prices will likely follow, but prices would need to fall significantly to reach thé@@aterage price

of $45.20/MWhIn recent years higher energy prices likely restrained energy consumption and
emissions, but falling prices may reverse this trend.

Figure 6: Monthly New England Fuel Prices®

Recent increases in the price of oil andrtoalation to natural gas have altered fuel combustion
patterns in the region leading to significant reductions in emigsianisprices rose in recent years and
coal prices jumped over the summer, electricity generated by these fuels becgmeasnaamex
generation from these sources declined

Of particular importance to regional emissions, the lower price of natural gas in relation to oil has led
many dual fuel plants (those that can burn either residual fuel oil or natural gas) taégashbéu
resulting drop in residual fuel use is evidenced indHigui@& (below)Because natural gas has a lower
carbon emissions factor (53.06 kg/R®IBtu) than residual fuel oil (78.80 kgAMMBtu)s, and

natural gas plants are typically moraegit,increasing use of natural gas reduces regional emissions.



