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AES Operates in 27 Countries withAES Operates in 27 Countries with
113 Power Facilities.113 Power Facilities.

••Northeast/MidNortheast/Mid--Atlantic Region:Atlantic Region:

••Additional North America PlantsAdditional North America Plants
––Locations: California, Texas, Oklahoma, Indiana,Locations: California, Texas, Oklahoma, Indiana,

Hawaii, Puerto Rico, OntarioHawaii, Puerto Rico, Ontario
––Fuels: Gas, Coal,Fuels: Gas, Coal, PetcokePetcoke, Biomass, Biomass

1Maryland

11Pennsylvania

11New Hampshire

1New Jersey

1Connecticut

(1 cofired)6New York

BiomassGas Combined CycleCoal



33

RGGI Goals & Guiding PrinciplesRGGI Goals & Guiding Principles

••All allocation decisions need to be evaluatedAll allocation decisions need to be evaluated
againstagainst RGGIRGGI’’ss stated objectives:stated objectives:
““The program will initially be aimed at developingThe program will initially be aimed at developing
a program to reduce carbon dioxide emissionsa program to reduce carbon dioxide emissions
from power plants in participating states,from power plants in participating states, whilewhile
maintaining energy affordability andmaintaining energy affordability and
reliability and accommodating, to thereliability and accommodating, to the
extent feasible, the diversity in policies andextent feasible, the diversity in policies and
programs in individual states.programs in individual states.””
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Uniform Allocation Methodology ByUniform Allocation Methodology By
Participating States Is Not RequiredParticipating States Is Not Required
Or DesirableOr Desirable
••Each state is unique.Each state is unique.
••A oneA one--sizesize--fitsfits--all approach does not allow eachall approach does not allow each

state to manage itstate to manage it’’s individual differences.s individual differences.
••TheThe NOxNOx SIP Call provided for state differences.SIP Call provided for state differences.
••The greater the flexibility provided, the moreThe greater the flexibility provided, the more

likely that the RGGI program will be adopted bylikely that the RGGI program will be adopted by
others.others.

••A oneA one--sizesize--fitsfits--all approach is in directall approach is in direct
opposition to the stated RGGI objective ofopposition to the stated RGGI objective of
allowing and accommodating diversity in policiesallowing and accommodating diversity in policies
and programs in individual states.and programs in individual states.
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Only Emitting Facilities ShouldOnly Emitting Facilities Should
Receive Allowance AllocationReceive Allowance Allocation

••NonNon--emitting plants will derive increasedemitting plants will derive increased
energy revenues from RGGI.energy revenues from RGGI.
••NonNon--emitting resources are not allocatedemitting resources are not allocated

allowances in the EU trading program.allowances in the EU trading program.
••Allocation to nonAllocation to non--emitting resources couldemitting resources could

create CO2 emission scarcity conditionscreate CO2 emission scarcity conditions
and further energy price impacts.and further energy price impacts.
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Allocations Should Be FuelAllocations Should Be Fuel--SpecificSpecific

••A fuel specific allocation method will assistA fuel specific allocation method will assist
in maintaining fuel diversity.in maintaining fuel diversity.
••The New England January 2004 systemThe New England January 2004 system

emergency highlighted the need to avoidemergency highlighted the need to avoid
overover--dependence on one fuel type.dependence on one fuel type.
••Example: New YorkExample: New York’’s new Acid Depositions new Acid Deposition

Reduction Rules concluded that SO2Reduction Rules concluded that SO2
allocations need to be fuel specific toallocations need to be fuel specific to
enhance fuel diversity.enhance fuel diversity.
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Fuel Specific,Fuel Specific, concon’’tt..

••Both input (lbs/Both input (lbs/MMBtuMMBtu) and output (lbs/MWH)) and output (lbs/MWH)--
based allocations can be fuel specific.based allocations can be fuel specific.

√√Energy Output

√√Heat Input

Fuel NeutralFuel Specific

Allocation Methodologies
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Fuel Neutral Allocations Provide SignificantFuel Neutral Allocations Provide Significant
Windfall To Gas Fired Generation At TheWindfall To Gas Fired Generation At The
Expense Of Other Generation TypesExpense Of Other Generation Types

••NYS example: NY budget set at 5% reductionNYS example: NY budget set at 5% reduction
from 2002 emission levels.from 2002 emission levels.

••Allocations only to emitting sources.Allocations only to emitting sources.
••Fuel specific allocations are based on emissionFuel specific allocations are based on emission

rates of each fuel, while fuel neutral allocationsrates of each fuel, while fuel neutral allocations
uses a single emission rate as the basis foruses a single emission rate as the basis for
allocations for all fuels.allocations for all fuels.

••No reductions required from the overall fleet ofNo reductions required from the overall fleet of
gas plants, all reductions come from from coalgas plants, all reductions come from from coal
and oil plants.and oil plants.
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Output Based Allocation @ 5% Reduction From 2002 NYS CO2 Emissions
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Allocations Should Be Based OnAllocations Should Be Based On
Gross Energy Output Of EmittingGross Energy Output Of Emitting
FacilitiesFacilities

••Operation of FGD and SCR air pollutionOperation of FGD and SCR air pollution
controls require significant power.controls require significant power.
••A net, instead of gross, output approachA net, instead of gross, output approach

would penalize controlled facilities.would penalize controlled facilities.
••The CO2 allocation method should not beThe CO2 allocation method should not be

a disincentive to controlling SO2 anda disincentive to controlling SO2 and NOxNOx
emissions.emissions.
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Allocations Should Be A Function OfAllocations Should Be A Function Of
Each PlantEach Plant’’s Highest Annuals Highest Annual
Utilization From 2000Utilization From 2000--0303

••Based on operations since industryBased on operations since industry
deregulated in the latederegulated in the late--19901990’’s ands and
incorporates PURPA plants added in theincorporates PURPA plants added in the
midmid--19901990’’s.s.
••Range of years provides for exclusion ofRange of years provides for exclusion of

unusually low capacity years that may notunusually low capacity years that may not
represent a plantrepresent a plant’’s typical operations.s typical operations.
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Key Allocation IssuesKey Allocation Issues -- SummarySummary

••Only emitting facilities should be eligible forOnly emitting facilities should be eligible for
allowance allocationallowance allocation

••Allocations should be fuelAllocations should be fuel--specificspecific
••Allocations should be based on gross energyAllocations should be based on gross energy

output of emitting facilitiesoutput of emitting facilities
••Allocations should be a function of each plantAllocations should be a function of each plant’’ss

highest annual utilization from 2000highest annual utilization from 2000--0303


