i Cap-and-Trade

THE CARBON PANIC

Bob Benze

9-24-09



i Cap-and-Trade

A we perceive an image of the truth and
possess nothing but falsehood i Pasca/

A It is difficult to get a man to understand
something when his salary depends on his
not understanding it. -- Upton Sinclair



i Waxman-Markey Bill

A A bill to create clean energy jobs, achieve
energy independence, reduce global
warming pollution and transition to a clean
energy economy.



i Waxman-Markey Bill

A 1427 page climate legislation passed in the
House June 26, 2009.

A Establishes an economywide cap & trade
program for Greenhouse Gasses (GHG).

A Creates Incentives and standards for clean
energy and energy efficiency.

A Establishes GHG standards for vehicles,
stationary sources, and fuels.



i Waxman-Markey Bill

A GHG 3% below 2005 levels by 2012,

17%
83%

A 20%

nelow 2005 levels by 2020,
nelow 2005 levels by 2050

Jtility electricity from renewable

resources by 2020

A Provisions for GHG (CO?2) standards for
passenger vehicles

A Traffic reduction (VMT) reduction



i Waxman-Markey Bill

A Lighting and appliance standards

A Residential and commercial building
energy efficiency standards

A Green jobs & worker transition training

A Authority for States to establish more
stringent energy and GHG controls



i Waxman-Markey Bill

A Natural resources climate change
adaptation fund

A International climate change adaptation
program

A National wildlife habitat and corridors
adaptation program

A And much, much more



i Cap-and-Trade basics

A A GHG cap, equal to the national
emissions goal, Is stipulated every year.

A Permits to emit GHG up to that cap are
Issued to various parties in the
economy, with each permit allowing
emissions of one ton of CO2 equivalent.

A Permits are retired each year as
required to met the decreasing cap.



Cap-and-Trade basics

Politics of Climate Change

Proposed allocation of emission allowances under House

cap-and-trade bill:

B Auction
Give away

Source: House Energy &
Commere Commithes

Aid for low, moderate-
income families, 15%

Qther
6.5%

Renewables,
research and
development,
16%

Qil refiners, 2%
Energy-intensive,

trade-exposed industries
15%

Regulated
alectric utilities,
20%

Coal, 5%

Matural gas, home
heating ail,
10.5%



i Cap-and-Trade basics

A Permits can be sold by parties emitting
under their allocation to parties that
need to exceed their allocation.

A EPA estimates permit values from $13
to $26 per ton CO2 equivalents (tCO2e)
iIn 2015 and from $17 to $33 in 2020.

A U.S. emitted 5,907 million metric tons
of CO2 in 2006 (20% world total)



i s there a problem? -- Yes

A Cap & Trade radically restricts the only
readily-avallable, large-scale source of
energy in the U.S.

A Result: Supply and Demand
relationship will dramatically increase
the price of energy.



U.S. Energy Consumption
il t s the carbol

Energy Consumption in the U.S.: 19492008
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Heritage Foundation Analysis:
i by 2035 the bill would:

A Destroy 1,105,000 jobs/yr on average

A Raise electricity rates 90%

A Raise gasoline price by 74%

A Railse natural gas price by 55%

A Raise average family energy bill $1,500

A Increase federal debt 26%, or $29,150
additional federal debt per person



Would the bill accomplish goal
i of reducing greenhouse gas?

ANO. NWe rich peopl
worl dos 5 Dbill i1 on p
burning the couple of trillion tons of
cheap carbon they have within easy
reach. We canot ev
durable dent in global emissionso
because emissions from the developing
worl d ar e gr 0 RPeterAuger t



And Is air quality in the U.S. a
problem? Not really

Trends in Aggregate Emissions, Demographics, and Economics:
19580-2007
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“Something’s just not right—our air is clean, our water is
pure, we all get plenty of exercise, everything we eaf is organic and
free-range, and yet nobody lives past thirty.”



Is the climate changing? Yes,
1.27 Degrees F In 128 years

Change in Temperature from the Average (Celsius)

-1.5

U.S. Climate Change: Annual Means and Five-Year Averages, 1880-2007
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Has the climate changed before?
‘LYes, every 100,000 years
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Figure 3.1. Temperature history derived by Petit ef al. (1999) from an ice core extracted from the Russian Vostok drilling
station in East Antarctica.



i And more recently

Northern Hemispheric temperature reconstruction for the past 10,000+ years
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Is It caused by CO2?
i Probably not

Solar Irradiance and temperature CO2 and temperature
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