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COMMONWEALTH OF VIRGINIA
DEPARTMENT OF ENVIRONMENTAL QUALITY

INTRA AGENCY MEMORANDUM

TO: File

FROM: Karen G. Sabasteanski
Office of Regulatory Affairs

SUBJECT: Final Activity Report - Stakeholder Group Concerning the Clean Power
Plan for Greenhouse Gases

DATE: April 18, 2016

INTRODUCTION

A stakeholder group (see Attachment A) was established by the Department of
Environmental Quality (DEQ) on October 23, 2015. The purpose of this group was to
discuss possible alternatives and compliance paths that the Commonwealth of Virginia
may consider to meet the final U.S. Environmental Protection Agency (EPA) Clean
Power Plan (CPP) rule. Members were invited due to the impact that this rule may have
on their interests or on those whom they represent.

DEQ coordinated and facilitated the discussions of this group in an effort to find
common ground and elements that could be included in the state compliance plan for
the CPP. Meetings of the stakeholder group were held at the DEQ central office
building, 629 East Main Street, Richmond, Virginia on the following dates:

• November 12, 2015, from 1:30 to 3:30 p.m.
• December 15, 2015, from 9:00 a.m. to 3:00 p.m.
• February 12, 2016, from 9:00 a.m. to 3:00 p.m.
• February 19, 2016, from 9:00 a.m. to 3:00 p.m.
• March 11, 2016, from 9:00 a.m. to 3:00 p.m.

At the time of this report, no further meetings have been planned; however, at a later
date DEQ will evaluate whether additional meetings are needed, particularly after
several utility integrated resource plans (IRPs) and studies become available in May
2016.

Meeting minutes are found in Attachment B. A prioritized list of issues developed by the
group, and summaries of meeting notes taken by facilitating staff are included as
Attachment C and Attachment D.
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PROCEDURES

This group is a public body under the Freedom of Information Act (FOIA), and must
comply with FOIA requirements for conducting state business in the open and the
availability of public records. Members were advised of FOIA requirements, including
the need for members to circulate information to the group via staff. Lists of documents
provided by members to the group are found in the meeting minutes (see Appendix B).

The group was polled from time to time by the facilitator in order to determine if
consensus existed on a particular issue, or to better define specific areas of agreement
or disagreement. "Consensus" was considered to have been achieved when the group
voted unanimously in favor of a specific subject. "General agreement" was the result of
the group voting primarily in favor of a subject, with some members expressing
reservations or outstanding questions that prevented them reaching consensus. "No
consensus" was reached if there were any negative votes, or a mixture of
positive/negative/unsure votes.

SPECIFIC DISCUSSION ISSUES

DEQ sought input on the following specific questions.

• Question 1: What are the benefits and issues of each approach (source
performance standards plan or state measures plan) and what is the preferred
path?

• Question 2: What general mechanism should be used to implement the
preferred compliance plan (mass-based versus rate-based)?

• Question 3: What specific mechanisms should be included in the compliance
plan?

• Question 4: What other issues should be addressed and how?

RECOMMENDATIONS/UNRESOLVED ISSUES

Below is a summary of the results of the work of the group. The first is a list of
recommended elements of the plan on which the panel developed consensus
(complete agreement) or general agreement (some reservations or uncertainty). The
second is a list of the issues on which the panel failed to develop consensus or general
agreement. Finally, other issues that were identified and discussed that did not
necessarily fall into a plan recommendation are summarized. Attachments B through D
provide further details on the group's discussions.
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Recommended Plan Elements

Question 1: The group came to consensus that a source performance
standards plan was preferred over a state measures plan.

Question 3: There was general agreement that Virginia should wait until
additional studies are released (anticipated in May 2016) before making a decision
about mass vs. rate (e.g., release of IRPs from Dominion and American Electric Power,
the PJM Regional Transmission Organization study, etc.). Although the group did not
come to consensus as to whether the compliance plan should be mass- or rate-based
(see Question 2 discussion below), there was consensus/general agreement on specific
mechanisms for either approach.

A mass-based plan should contain or consider the following:

• Program should be trading-ready (consensus).
• Must address leakage (i.e., shifting generation to new plants).
• Allowance allocation should be based on historical generation or emissions.
• Allow early retired units to keep allowances through their useful life to ensure

coverage for rate payers.
• Include trading, banking and borrowing of allowances.
• Provide some set aside of allowances.
• Recognize the importance of renewables in the allowance allocation method,

e.g., performance-based allocation system that updates annually and is
technology neutral.

• Predicting future load growth is difficult.
• Look into ways to address uncertainty.

A rate-based plan should contain or consider the following:

• Program should be trading-ready (consensus).
• A reliability safety valve (consensus).
• A national registry for generating verifiable allowances and credits (consensus).
• Price transparency.
• Include EPA model rule safety valve language.
• Include biomass and combined heat and power; include all types of renewable

and low-emission sources.
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Unresolved Issues

Question 2: The group did not come to consensus as to what general
mechanism should be used to implement the preferred compliance plan:

option support oppose neutral/unsure

rate 4 members 7 members 1 member
mass - existing only 3 members 3 members 5 members
mass with new source
component

5 members 5 members 1 member

Advantages and disadvantages identified by group members for both approaches are
summarized below.

MASS-BASED APPROACH, PROS AND CONS
existing only new and existing

pros cons pros cons
Allowances are a known
commodity--most clear
approach to ensure
transparent/efficient markets.

Increased energy costs
without future new
sources.

Load growth is built into
the cap.

Limits growth especially if new
sources are included.

More market transparency. More expensive; cost
increases.

Greater environmental
certainty.

Finite amount of allowances
tend to pit companies against
each other.

More interstate trading. Finite amount of
allowances tend to pit
companies against each
other.

Equally open access to
markets.

Price volatility is greater.

Low costs; leads to economic
development/jobs.

Limits growth, especially
if new source
component is included.

Leakage is addressed. Very difficult to generate CO2

allowances.

Environmental certainty due to
cap.

Including new sources
reduces flexibility.

Equally open access to
markets.

Price volatility is greater.

All technologies can
participate.

Increased cost if an
auction is used to
allocate allowances.

Allowances are a known
commodity--most clear
approach to ensure
transparent and efficient
markets.

Surrounding states have
bigger cap.

Economic development of
renewable and energy
efficiencies due to cap.

Load growth only for instate
sources not importing energy;
energy imports should be
minimized.

Leakage can be addressed
via allowance allocation
method.

No direct incentives for
renewable development (RE)
or energy efficiency (EE).

Compliance easier--already
familiar with compliance
requirements due to previous
programs.
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RATE-BASED APPROACH, PROS AND CONS

pros cons
No cap: new sources can be built. Reduced market transparency: some emission reduction

credits (ERCs) won't get to market.
Good for states with a diverse electricity generation
portfolio.

Potential for limited market.

Credits can come from energy efficiency and renewables. Compliance mechanism not as well understood.
No concerns about leakage. Disadvantages resources needed for reliability and fuel

diversity.
Combined-cycle units generate ERCs. Doesn't recognize benefits of existing zero-carbon assets.
Lower cost. ERCs may not be fungible.
Provides flexibility for economic development. ERCs are generated after production.

Validation of ERCs can be cumbersome for regulators;
ERCs subject to legal challenge.
"Buyer beware" - potential for litigation costs under ERC
creation

Question 4: In regard to what other issues should be addressed, members
mentioned permitting requirements, new technologies and the rate at which they are
appearing and becoming available, and considering recycling as a form of energy
efficiency. The role of biomass and waste-to-energy was addressed. The group also
discussed whether or not Virginia should join the Regional Greenhouse Gas Initiative
(RGGI); no consensus was reached. Additionally, the following issues were identified
by group members:

1. Don't lock into current technology for long-term solutions.

2. In most states, energy efficiency is the least-cost method of delivering energy.
The cost/need to build new sources and transmission for load growth can be mitigated
by increasing demand.

3. Don't confuse grid modernization cost exclusively with the CPP.

4. Health benefits should be an overarching concern and inform all decisions.

5. The Clean Energy Incentive Program (CEIP)--given that it is not yet in its final
form--is likely a positive program in which Virginia should consider participating. No
consensus was reached, but general agreement was met for the following:

• Virginia should probably join the program.
• Expand the program to include renewables and energy efficiency measures to

ensure least cost projects.
• Start the program earlier if possible.
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6. The following general areas of agreement were put forth by group members
as important factors to address in any plan regardless of what compliance option is
chosen:

• Clearly define and address leakage.
• Encourage regulatory certainty.
• Encourage a well-functioning market (transparency/liquidity/efficiency); avoid

creating market distortions.
• Minimize impacts/costs to consumers.
• Encourage diverse power sources.
• Avoid impeding economic development.
• Consider a low-carbon future.
• Use all available tools to get to low cost.
• Level the playing field among like units.
• Use performance to assess technologies.

Attachments
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ATTACHMENT A 
 
 

VIRGINIA CLEAN POWER PLAN FOR GREENHOUSE GASES 
STAKEHOLDER GROUP MEMBERS 

 
 
AEE   Malcolm Woolf, Senior Vice President, Policy and Government 

Affairs, Advanced Energy Economy 
 
AEP   John Hendricks, Director of Air Quality Services, American Electric 

Power    
 
Alpha Natural Donald Ratliff, President of Commonwealth Connections 
Resources    
 
Birchwood  Will Poleway, Birchwood Power Partners, L.P. 
 
Power Plant 
Management  Kris Gaus, EHS Manager 
Services  
 
Covanta  Michael Van Brunt, Director of Sustainability  
 
Dominion  Lenny Dupuis, Manager of Environmental Policy 
 
Doswell/LS Power Scott Carver, LS Power Development, LLC 
 
NRDC   Walton Shepherd, Energy Staff Attorney, Natural Resources 

Defense Counsel 
 
ODEC   Laura Rose, Environmental Health and Safety Coordinator, Old 

Dominion Electric Cooperative 
 
Tenaska  Greg Kunkel 
 
VACO   John Morrill, Energy Manager, Arlington Initiative to Rethink Energy 
 
VMA   Irene Kowalczyk, Director Global Energy, WestRock 
 
We Act  Dr. Jalonne White-Newsome, Environmental Justice Federal Policy 

Analyst, We Act for Environmental Justice [participated October 
2015 - January 2016] 
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ATTACHMENT B 
 

 
MEETING MINUTES 

 
 
The baseline meeting minutes follow.  Attachments are not included; complete minutes 
with attachments are available from the DEQ Greenhouse Gas Web Page at 
http://deq.virginia.gov/Programs/Air/GreenhouseGasPlan.aspx. 

http://deq.virginia.gov/Programs/Air/GreenhouseGasPlan.aspx�
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ATTACHMENT C 
 

 
ISSUES PRIORITIZED AND WEIGHTED BY THE GROUP 

 
 
At the fourth meeting, which was held on February 19, 2016, the group was organized 
according to members' general stance on each compliance option, and was then asked 
to consider the advantages and disadvantages of each approach, including compliance, 
costs, benefits, and impacts. Displays summarizing the pros and cons of (i) mass-
based, existing sources, (ii) mass-based with new source compliment, and (iii) rate-
based were presented, and members were asked to rate each issue according to 
importance in order to focus on priorities.  Issues where there was uncertainty or 
outstanding questions were also flagged.  Once the group had prioritized the pros and 
cons for each compliance option, members then individually discussed why those 
choices were made. 
 

• A red mark indicates opposition. 
• A green mark indicates agreement. 
• A yellow mark indicates uncertainty/outstanding issues to be addressed.  
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ATTACHMENT D 
 
 

FACILITATOR NOTES 
 
 
Staff took notes on flip charts during each meeting.  Summaries of these notes follow. 
 
Note that flip charts were not used during the first group meeting on November 12, 
2015. 
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