Why Allocate Emissions Allowances?

Allocations Help Reduce Cost Increases to Electricity Customers of All Types—
Large and Small, Rural, Urban, and Suburban—While Maintaining
The Environmental Benefit Of Putting A Price On Carbon.
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HYPOTHETICAL EMISSIONS REDUCTION SCENARIO

A Declining Emissions Cap
Sets A Price For Carbon

Strategies to reduce emissions will include energy efficiency,
renewable energy, new nuclear generation, new advanced coal
generation technologies with carbon capture and storage, and the
purchase of offsets. Through their electricity bills, customers pay
to cover the costs of reducing emissions but not for the cost of
Allowed Emissions allowed emissions if allowances are allocated.

Under Cap

¢ Allowances for emissions permitted under the cap should
be allocated to help reduce cost increases to all electricity customers.

¢ The allocation of allowances should gradually transition to a full auction

as climate-friendly technologies become available and as compliance costs
become more stable.

e While customers would be paying for the costs of compliance with emissions caps under an
allocation program, they wouldn’t face the additional cost of paying for any allocated
allowances as they would if all the allowances were auctioned.

e And, all electricity customers —residential, commercial, and industrial—would receive the value of the emissions allow-
ances whether they receive electricity from a shareholder-owned utility, an electric cooperative, or a municipal utility.
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