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d. How should allowances be allocated? By whom? What percentage of the 

allowances, if any, should be auctioned? Should non-emitting sources, such as 
nuclear plants, be given allowances? 
  
Allowance allocation methodology is a matter that is still under 
discussion among LPPC members.  LPPC does not at present have a 
position. 

 
e. How should the cap be set (e.g., tons of greenhouse gases emitted, CO2 

intensity)? 
  
At this time, LPPC does not have a position on whether the cap should be 
expressed on a tonnage or intensity basis. 
 

f. Where should the cap be set for different years?  
  
If the Committee decides to pursue a cap-and-trade program, it should 
incorporate a “slow, stop, reverse” approach to setting the  level of the  cap 
– that is, the cap should allow a moderate increase in emissions in the 
early years to reflect the lead time necessary to deploy low- or zero-
carbon technologies, then stabilize emissions, and then require a long-
term decline in emission levels.  The cap should be set in a manner that 
recognizes the limitations of currently available technology and provides 
reasonable transition periods to avoid undue cost impacts on consumers. 

 
g. Which greenhouse gases should be covered? 

  
If the Committee pursues a cap-and-trade program, the program should, 
as a general matter, apply to all GHGs, recognizing that for certain non-
CO2 gases a somewhat different form of regulation may be required. 

 
h. Should early reductions be credited? If so, what criteria should be used to 

determine what is an early reduction?  
 
Early reductions should be credited.  LPPC has not as yet developed 
specific recommendations on a crediting formula.  However, LPPC is of 
the view that credit should be provided not only for early reductions  of 
GHG emissions  but also for recent, verifiable increases in the production 
efficiency or capacity of existing renewable generation that has permitted 
utilities to reduce their fossil generation. 

 
i. Should the program employ a safety valve? If so, at what level? 
 

Most LPPC members support the inclusion of a safety valve in order to 
provide an upper limit on allowance prices under a cap-and-trade 
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program.  The safety valve should be set a level that adequately protects 
the U.S. economy, but not so low as to frustrate the emissions reduction 
objectives of the program. 

 
j. Should offsets be allowed? If so, what types of offsets? What criteria should 

govern the types of offsets that would be allowed? 
 

The program should permit the use of a broad range of quantifiable and 
verifiable offset projects.  Notable examples include emissions reduction 
projects, as well as geological and agricultural sequestration, within the 
U.S. and other countries. 

 
k. If an auction or a safety valve is used, what should be done with the revenue 

from those features? 
 
Safety valve revenues should be paid into a dedicated fund and used only 
for climate-related technology research, development, demonstration and 
deployment programs, and to provide federal financial incentives for 
energy efficiency, renewables, and other low- or zero-emitting 
technologies. 

 
l. Are there special features that should be added to encourage technological 

development? 
 

Any Federal climate program should include a robust technology 
development component.  Two key elements of such a technology 
program should be emphasized. 
 
(1) Successful development and deployment of GHG emission reduction 
technologies requires providing incentives for tax-exempt public power 
and cooperative entities.  These incentives should be parallel to and of 
comparable magnitude to those available to taxable entities under the 
Internal Revenue  Code. 
 
(2) The technology development and deployment component of the 
program should start immediately.  Because any regulatory program will 
require a significant lead time before it takes effect, the Committee 
should consider an interim funding mechanism for the technology 
component that will permit it to start up before any potential safety valve, 
auction or other revenues become available under the regulatory 
program. 

 
m. Are there design features that would encourage high-emitting developing 

countries to agree to limits on their greenhouse gas emissions? 
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LPPC has not developed a position on such design features.  However, 
LPPC believes that climate policy should not disadvantage the U.S. 
economy in world markets. 
 

3. How well do you believe the existing authorities permitting or compelling 
voluntary or mandatory actions are func tioning? What lessons do you think can be 
learned from existing voluntary or mandatory programs? 
 
Existing voluntary programs  have been an important first step for achieving 
significant GHG reductions in the U.S.  The experience and expertise gained 
through these voluntary efforts have provided an important foundation for 
cost-effectively achieving further reductions under future federal climate 
policies. 

 
4. How should potential mandatory domestic requirements be integrated with future 

obligations the United States may assume under the 1992 United Nations 
Framework Convention on Climate Change? In particular, how should any U.S. 
domestic regime be timed relative to any international obligations? Should 
adoption of mandatory domestic requirements be conditioned upon assumption of 
specific responsibilities by developing nations? 
 
LPPC has not developed a position on this question. 

 
5. What, if any, steps have your organization’s members or its individual members 

taken to reduce their greenhouse gas emissions? Which of these have been 
voluntary in nature?   If any actions have been taken in response to mandatory 
requirements, please explain which authority (State, Federal, or international) 
compelled them? 

 
LPPC has a long history of taking voluntary actions to reduce GHG 
emissions, individually and through partnerships with the Department of 
Energy (DOE).  Notably, each of the LPPC members signed participation 
accords to reduce GHG emissions under DOE’s Climate Challenge program 
during the previous Administration.  LPPC members also have vigorously 
participated in DOE’s current Climate VISION program.  As the power 
industry’s recent Climate VISION progress report states, LPPC members are 
undertaking a wide-ranging set of actions and programs to reduce their GHG 
emissions intensity, as well as to reduce, avoid, and sequester GHG emissions 
off-system.  These efforts have contributed to the significant progress that the 
electric power sector has made in reducing its GHG emissions intensity.  In 
2004, the latest year for which data are available, the power sector undertook 
voluntary programs or projects that reduced, avoided, or sequestered more 
than 282 million metric tons of carbon-equivalent GHG emissions.  This 
represents nearly two-thirds of all reductions reported to the federal 
government in that year.  In addition, significant voluntary investments have 
been made to increase the efficiency, and extend the useful life of, non-GHG 
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emitting hydro electric power production which offsets GHG producing 
power sources. 

 


