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Legislative Principles
Goal of reducing carbon emissions

Uniform international standards
Analysis of the rate impact on customers

Timeframes that correspond with availability
of technologies
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HR 2454 Waxman-Markey

“The American Clean Energy and Security Act
of 2009”

Passed US House of Representatives June 26
on a vote of 219-212

Senators Kerry & Boxer introduced S 1733 the
“Clean Energy Jobs & American Power Act” on
September 30th
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H.R. 2454 — Renewable Electricity and
Energy Efficiency Standard
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Establishes 20% Vear Required Annual
federal combined Percentage
g 2012 6.0%

efficiency and 013 5.0%
renewable electricity 2014 9.5%

2015 9.5%

standard (CE_RES) by o v
2020 for retall 2017 13.0%
electricity suppliers 2018 16.5%
2019 16.5%

2020 20.0%

2021 — 2039 20.0%




H.R. 2454 — Renewable Electricity and
Energy Efficiency Standard
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Three-fourths (i.e., 15% in 2020) must be
gualified renewables unless a state petitions for
more efficiency (up to two-fifths, or 8% in 2020)

Alternative compliance option of $25/MWh;
trading and banking option; civil penalties

CONCERN: Current hydro NOT included as a
renewable energy source

RECOMMENDATION: Include hydro as a
“renewable energy source.”
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Reduce Greenhouse Gases
Economy-Wide By
2012 3% from 2005 levels
2020 17% from 2005 levels
2030 42% from 2005 levels
2050 83% from 2005 levels*

*Essentially returns the U.S. to circa-1910 emissions levels by 2050.
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Electric sector covered in 2012 and gas
distribution sector in 2016

CONCERNS:

Near and Mid-Term reduction goals very
aggressive — stated targets are actually greater
when compared against 2009 levels

RECOMMENDATION:

Set more reasonable targets to cushion
customers from cost impact
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Emission permits, called allowances, are
created annually in amounts equal to the cap.

The holder of an allowance can legally emit one
ton of carbon dioxide (or its equivalent for other
greenhouse gases) into the atmosphere.

By limiting and reducing the number of
allowances over time, the forces of supply and
demand result in a market for allowances
which, In turn, produces an allowance price.
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Primary Goals:

Help mitigate the impact of
Increased energy prices on
consumers

Assist In transition to clean
energy economy

Advance development and
deployment of clean energy
technologies, including
energy efficiency



Allocation of Allowances HR 2454
Energy Sector
-
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35% allocated to electric power sector consumers until
2025, phase out 2026 — 2030

Numerous utilities concerned about potential customer
Impact of allowance allocation — EEI pushing for more
allowances — we support that position
30% to local distribution companies (LDCs)
48% allowance shortfall for WPSC

Exclusively for the “benefit of retail customers”

50% based on emissions from retail sales, including
purchased power; 50% based on retail sales

50/50 split supported by EEI as compromise
9% allocated to natural gas consumers
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W-M phases out allowances for
electric LDC’s from 35% - 0% from
2025-2029

Will cause abruptly higher electric
prices

Recommend longer phase-out
period of 15 years

15 year phase-out would save
WPSC electric customers ~$73M
PVRR over years 2025-2039
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Main cost-containment mechanism as EPA indicates
cost of bill would be 86% higher without them. Serve as

an alternative to buying allowances.
Allows use of up to 2 billion tons annually of offsets

Up to 1 billion from domestic sources

With waiver (insufficient domestic offsets at market price
of allowances), up to 1.5 billion from international sources

Recognizes three types of offsets

Domestic (exchanged at 1:1 basis)
International (exchanged at 1.25:1 basis after 2017)

Term offsets (only valid for five years)
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Restrictions

Limit on amount used for compliance

30% in year 1, increases thereafter (except 2014
& 2016)

International offsets credits discounted after
year 5

Must be exchanged at 1.25:1 basis after year 5

Recommendation:

Remove international offset restriction and
annual limits on overall offset use to ensure a
full, affordable supply of offsets
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HR 2454 does NOT include a price collar —
S 1733 includes a “soft” collar
Critical consumer protection measure

Limits economic harm and discourages market
manipulation

Recommendation: Establish a price collar

Critical to assure ability to comply

If ceiling reduces price by $10/ton, TEG
customers would save ~$91M annually in 2016.
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C&T begins for gas distribution
companies in 2016

Two Main Cost Components:

Coverage of allowance shortfall

Initially about $55M annually at
$20/tonne

Requirement to spend amount

equal to 33% of the value of

allowances allocated to each gas

distribution company on DSM.
Initially about $106M annually at
$20/tonne

Recommend eliminating this
requirement
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These are allowance costs only
They apply to the early years of the program

The allowance price Is assumed to be
$20/tonne



Impact On Integrys — HR 2454
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Initial Allowance Cost Impact in M$ (assuming $20/tonne)
Entity Aélﬁc\:\;i{;ﬁe DSM Spend Total Rate Impact (2009 basis)

Peoples $26 $50 $76 4%

NSG $5 $9 $14 5%

WPSC - Gas $9 $18 $27 4%
MERC-NMU $2 $4 $6 4%
MERC-PNG $8 $16 $24 5%

MGU $5 $9 $14 4%

WPSC - Elec. $107 NA $107 8%

UPPCO ($4) NA ($4) (4%)

Total $158 $106 $264
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ltems NOT Included:

Nuclear Power

Offshore oil & natural gas drilling
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Have worked with EEI/AGA to develop
positions

Worked with US House members in summer on
our concerns

Enhanced positions on key issues — EEIl & AGA
pushing for change — we support those efforts

Will be working with US Senate staffs and
meeting with Senators In fall

Outreach to key stakeholder groups
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Title Changed to “Climate Change Task
Force™??
Recommendations:

Greenhouse Gas Emission Goals:
Return to 2005 levels by 2014

22% reduction from 2005 levels by 2022

/5% reduction from 2005 levels by 2050
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All Sectors Involved:
Utilities
Transportation
Agriculture/Forestry

Industry
Cap & Trade

Utility Recommendations
RPS: 25% X 2025 (10% from in-state)

Hydro cap removed
Modification of nuclear moratorium

Enhance EE Spending



N/
Wisconsin — Global Warming Task Force lr?t(égryS“

Legislation being drafted — bill introduced In
November

Legislative Committee hearings (1 bill or
separate hills?)

Vote in 2010



