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Rulemaking Petition Filed With EQB

ÅSeeks adoption of regulation establishing economy-wide 
GHG auction-cap-and-trade program.

ïhttps://www.calltothebar.org/petition-to-keystone-state-seeks-
carbon-pricing-as-climate-change-solution/

ïFiled Nov. 27, 2018.  Supplemented & re-filed Feb. 28, 2019.

ï192 Petitioners, including 22 environmental, 8 municipal, 26 
businesses and investment organizations, 11 educational, 33 
faith-based (including PA Council of Churches), 7 community 
organizations and 97 individual Petitioners on 104 entries. 

ÅAccepted by EQB on April 16, 2019, triggering 
requirement for DEP report and recommendations.

https://www.calltothebar.org/petition-to-keystone-state-seeks-carbon-pricing-as-climate-change-solution/


Three IPCC Reports Show Urgency

ÅSeptember 25, 2019, Special Report on the Ocean and 
Cryosphere in a Changing Climate, 
https://www.ipcc.ch/srocc/home/ - Buffers gone.

ÅMay 6, 2019, IPBES, Global Assessment Report on 
Biodiversity and Ecosystem Services (ñNatureôs 
Dangerous Decline óUnprecedentedô Species Extinction 
Rates óAcceleratingôò), 
https://www.ipbes.net/news/Media-Release-Global-
Assessment.

ÅOctober 8, 2018, Global Warming of 1.5 ºC, 
https://www.ipcc.ch/sr15/

https://www.ipcc.ch/srocc/home/
https://www.ipbes.net/news/Media-Release-Global-Assessment
https://www.ipcc.ch/sr15/


2018 IPCC Report

ÅA 2ºC rise temperature rise will have severe impacts 
that can be avoided at 1.5ºC, with more catastrophic 
impacts on current trajectory.

ïTwo later reports on biodiversity and on oceans and 
cryosphere confirm need.

ÅTo avoid worst impacts, world emissions must be 
reduced by 45% from 2010 levels by 2030 and reach 
neutrality around 2050.

ïAt minimum, PA emissions must do same.

ïRequires at least a cap descending at this rate.



Even Before, Evidence of Damage from Climate 

Disruption Increasing Since EPA 2009 Finding

P. B. Duffy et al., 

Science, 

10.1126/science.aat

5982 (2018).



Social Cost of Carbon Measures Damage

Å2016 federal interagency task force 

ïAverage cost = $42/ton of emissions, with 95th percentile 

$123/ton.

ïCost increases as action delayed = 2050 increased to 

$69/ton and $212/ton.

ÅMore recent study - $48/ton considering only US 

damages. Ricke, et al., Country-level social cost of 

carbon, 8 Nature Climate Change 895 (2018).

ÅDr. Bob Litterman ïlikely greater if factor in risk



Enforceable Constitutional Duty

ÅRobert B. McKinstry, Jr. & John C. Dernbach, Applying 
the Pennsylvania Environmental Rights Amendment 
Meaningfully to Climate Disruption, 10 Mich. J. Envtôl & 
Admin. L 102 (2018).

ÅArticle I, Ä27 creates duty to conserve climate from 
undue disruption by GHG pollution.

ÅEconomy-wide auction-cap-and-trade program with 
descending cap consistent with IPCC report will provide 
framework for conservation.

ÅRegulation authorized by Pa APCA.

ÅApproach consistent with Funk decision.



Importance of Uniform Cap with 

Leakage Control



The Regulation

ÅBased on successful model of an economy-wide program 
already active in two jurisdictions.  Oregon and others 
poised to join.

ÅRegulates at three points:

ïLarger facilities subject to federal reporting regulation must 
surrender allowances equal to emissions.

ïFossil fuel distributors must surrender allowances equal to 
emissions caused by combustion of their products.

ïImported electricity not subject to a linked program must 
surrender allowances equivalent to emissions created during 
its generation.



The Cap

ÅBasis ï2016 baseline emissions reduced by 3% 

annually, with reductions in the presumptive cap 

starting in 2018.

ïIf program starts in 2020, the initial cap = 91% of 2016 

emissions.  If it starts in 2021, the initial cap = 88% of 2016 

emissions, etc.

ÅWill achieve necessary reductions per 2018 IPCC 

report: 45% reduction from 2010 levels by 2030, going 

to zero about 2050 (2052).



Reporting

ÅThe federal Mandatory Reporting of Greenhouse 

Gases Regulation set forth in 40 C.F.R. pt. 98 

incorporated by reference and made applicable to PA.

ÅBaseline report ïreport PA-related emissions from 

2016 federal report within 60 days of publication of 

final rule in PA Bulletin.

ÅAnnual reports serve as basis for allowance 

surrender.



Auction
ÅMost allowances auctioned.

ïAll auctioned after 20 years.

ÅReserve price

ï$10, increasing 10% plus inflation until it reaches CA/QE reserve.

ïBelow RGGI CCR trigger.

ïLatest CA/QE auction - $15.62 reserve and $17.45 settlement 
https://www.arb.ca.gov/cc/capandtrade/auction/may-
2019/summary_results_report.pdf

ÅUnsold allowances moved to CCR or retired.

ÅCCR at CA/QE release trigger ïabove social cost of carbon.

- Both advance auctions and current auctions.

- Schedule to be established consistent with CA/QE.

https://www.arb.ca.gov/cc/capandtrade/auction/may-2019/summary_results_report.pdf


Structure Avoids Past Mistakes

ÅMistakes cause other programs to become non-constraining.

ïCap set too high or price set too low.

ïCap doesnôt decrease and tax/price doesnôt increase.

ÅReserve price checks cap if cap set too high and cap checks 
price if price set too low, and excess allowances retired

ÅReserve increases, while cap decreases.

ÅCap coincides with environmentally established end points.

ïRegulation can be more readily amended to adapt to changing 
conditions.



Direct Distribution

ÅEntities subject to leakage apply to DEP for direct 

distribution.

ïEqual to best performer in sector, but if leakage for poor 

performers, others in sector get same rate.

ï5% reduction per year.

ïReduced if close or reduce production.

ÅLimited to industrial sector - electricity generators 

and fossil fuel distributors ineligible.



Leakage Prevention

ÅInterstate electricity.

ïAutomatic connection to RGGI.

ïRequires surrender of allowances from imported electricity 

unless PJM adopts carbon adder.

ÅIntersectoral.

ïEconomy-wide - Deep decarbonization requires 

electrification of building, industrial, and transportation 

sectors.

ÅIndustry ïProvision of direct allowances.



Linkage and Trading

ÅAllowances may be freely traded or banked.

ÅAutomatic to RGGI, CA-QE, VA or linked programs if 

they accept PA allowances.

ïCA-QE program will expand.  

ïCO legislation has passed House (HB 19-1261), WA SB5981 

will be reintroduced, and Mexico rereleased rules for pilot 

cap-and-trade.

ÅTransition ïAccept RGGI allowances for first 3-5 

years even if RGGI does not accept PA allowances.



Impacts
Å2020 revenue estimate = 

$1.563 billion.

ÅRGGI increased GDP 
and jobs.

ÅBased on Social Cost of 
Carbon, the benefits 
significantly exceed 
costs.

ÅEffects vary by sector:
ïSaves remaining 4 nuke plants & 

benefits low and non-emitting 
generation, particularly w/ PJM 
adder (but program is technology 
neutral).

ïForestry & forest products 
benefit.

ïFree allowances will allow many 
industries to make money initially.

ïLikely increases demand for 
natural gas in shorter term and 
decreases longer term.

ïDecreases demand for coal short-
term but may allow development 
of CCS.


