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BY THE BOARD:

I. Backaroundl

The Regional Gireenhouse Gas Initiative ("RGGI") caps carbon dioxide ("CO2")
.emissions for ellectric power generators within a ten..state region (the "RGGI Region")
that includes Connecticut, Delaware, Maine, Maryland, Massachusetts, New
Hampshire, Ne'N Jersey, New York, Rhode Island, and Vermont (together, the "RGGI
States"). The cap applies to all fossil-fueled electric generating units in the RGGI
Region with a nameplate capacity of at least 25 me~~awatts ("RGGI Generator").

Under RGGI, the RGGI States issue emissions credits, known as "allowances." Each
RGGI Generator must obtain and use one allowance for each ton of CO2 it emits. The
number of alloV\rances issued equals the number of tons of CO2 emissions allowed
under the cap (~~urrently, 564 million tons for the three-year period from January 1, 2009
through December 31, 2011). As a result, total emissions from all RGGI Generators
together cannot legally exceed the cap.

Instead of allocating allowances directly to generators, the states are selling the bulk of
the allowances through an auction. Once the allowances are sold, they are actively
traded on a secondary market. The price of an allowance in that market essentially
becomes the cost for a generator to emit a ton of CO2.

Unlike generators within the RGGI region, generators outside the region ("Non-RGGI
Generators") do not incur a cost to emit CO2. Generators in the RGGI region,



especially in thl~ three RGGI states in PJM (Maryland, Delaware, and New Jersey),
compete at an 13conomic disadvantage with non-RGGI generators in states such as
Pennsylvania, Ohio, and West Virginia.

PJM dispatche!; generators based on the price at which they offer to sell their electricity,
calling on generators in order of increasing price. That price depends heavily on the
cost of generating the electricity, which in turn depends heavily on the cost of fuel and to
a much lesser E~xtent the cost of emitting air pollutants such as sulfur dioxide, nitrogen
oxides, and CO2.

Since RGGI Generators incur a cost to emit CO2, and Non-RGGI Generators do not,
there has been some concern that the RGGI Generators would be dispatched less and
that the RGGI ~itates would import more power from Non-RGGI Generators. RGGI is
therefore one potential cause of "leakage" of emissions, with efforts to reduce emissions
here potentially being undermined by an increase of emissions associated with the
power that we import. Concern about leakage is particularly acute in the PJM system,
because of all the power regions represented in RGGI (PJM, NY ISO, and ISO New
England), PJM is the only region with a mix of both RGGI and non-RGGI states. PJM
includes three I="{GGI states (New Jersey, Delaware, and Maryland), ten non-RGGI
states (Pennsyllvania, Virginia, West Virginia, and portions of Indiana, Illinois, Kentucky,
Michigan, North Carolina, Ohio, and Tennessee), and the non-RGGI District of
Columbia.

Two laws relatE~d to greenhouse gas emissions and leakage were passed by the
Legislature andl signed by the Governor. The Global Warming Response Act, h 2007,
.Q,:.1121, signed in July 2007, set targets for reducing "statewide greenhouse gas
emissions." This term is defined to include not only greenhouse gas emissions inside
New Jersey but also emissions associated with imported electricity. The Global
Warming Response Act also required the Board to adopt rules establishing a
greenhouse gas emissions portfolio standard or another regulatory mechanism to
mitigate "Ieaka!~e," if New Jersey implemented an interstate or regional agreement to
reduce statewi(je greenhouse gas emissions related to electric generation; New Jersey
has done so by' beginning to implement RGGI. "Leakage" is defined to mean "an
increase in grelenhouse gas emissions related to [electric] generation sources located
outside of the ~)tate that are not subject to a state, interstate or regional greenhouse gas
emissions cap or standard that applies to generation sources located within the State."

N.J.S.A.48:3-S:7(i).

A second law, :5igned in January 2008, b 2007, ~ 340, or "RGGI Law"),2 gave the
Commissioner of the New Jersey Department of Environmental Protection ("DEP") and
the Board's PrE~sident the authority to enter an agreement with appropriate
representative~i to further the goals of the Global Warming Response Act. The RGGI
Law also set a deadline of July 1, 2009 for the Board to promulgate the leakage
mitigation mea:5ure required by the Global Warming Response Act, but specified that

1 Codified at N.J.~j.A. 26:2C-37 to -44, and in amendment to N.J.S.A. 48:3-87.
2 Codified at ~iA 26:2C-45 to -57 and N.J.S.A. 48:3-98.1, and amending N.J.S.A. 48:3-87
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energy efficien(:y measures would not satisfy the Board's obligation, "unless the
Attorney General or the Attorney General's designee determines that a greenhouse gas
emissions portfolio standard would unconstitutionally burden interstate commerce or
would be preennpted by federal law."

II. Summary 0:1 Action

This Order mernorializes action taken by the Board at its December 17, 2008 agenda
meeting. For the reasons discussed below, and after careful consideration of input
received from \I'arious interested parties, the Board will seek to mitigate leakage by
aggressively sLlpporting actions that we expect will make New Jersey more self-
sufficient in satiisfying its energy needs, furthering the energy and environmental goals
of the October :2008 Energy Master Plan ("EMP") while reducing our need to import
electricity. ThiE; approach focuses on the development and management of New
Jersey's local electricity infrastructure, while ensuring that electricity generated outside
New Jersey is treated on an equal footing with electricity generated within our borders.

Specifically, the~ Board will seek to mitigate leakage with the following actions and will
propose and adopt such regulatory mechanisms as it deems to be helpful in effectuating

these actions:

......

Continuing efforts to achieve the renewable ~)ortfolio standards, especially for
renewables such as solar, which bring particular local benefits to New Jersey and
are therefore required to be interconnected with the New Jersey electric

distribution system;
Striving 1:0 surpass the current renewable por1folio standards with more emphasis
on renevvable technologies that will specifically benefit New Jersey;
Recastinlg the solar renewable portfolio standard as a 2, 120-gigawatt-hour-per-

year reqluirement by 2020;
Supporting the installation of at least 1,000 megawatts of offshore wind electric
generation by 2012, and at least 3,000 megawatts by 2020;
Supporting the installation of 1,500 megawatts of new cogeneration capacity in

New Jer:sey by 2020;
Reducin!~ peak demand for electricity through new and expanded demand
responsE~ programs and through demand response efforts targeted to large
customers, which will also help in reducing the need for additional transmission
infrastruc:;ture that would normally lead to additional imports of generation from
outside the RGGI region; and
In evaluating petitions for new or expanded electric transmission infrastructure
under ~~~ 40:550-19, seeking Board approval of transmission lines that
would sulbstitute for the need to get municipal approvals or potentially override
disapprovals by municipalities, ensure that a record is developed that explores
the expected impacts of the transmission project on leakage.
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III. Procedural History


