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EXECUTIVEUMMARY

Affordable, reliable, and secure energy provides U.S. business with a critical economic
advantage in amncreasingly competitive global economyearly every leading industry in the

countryt from manufacturing and construction to agriculture and transportatidsenefits
IANBFGte FNRY GKS yFadA2yQa NAOK SySNHe& NBaz2dzND

The Environmental Protection Agen(iyPA)has proposeda farreachingnew rule underthe

Clean AirAct (CAA)8111(d) that would severely curtail greenhouse gas emissions fhem

entire electric power sectsb wSf S SR Ay Wdzf Snscencedindmord thanQa  LJIN.
1,600 pages of materimlwould requirestates to meet stringent emission goals, atadcomply,

would significantly transform how electricity in America is generated, distributed, and (ssed

box below for a summary of the rul&)

Consistent with the notion of coperative fedealism that underliesthe CAA, EPA has
repeatedlyemphasized that cooperation witktates and stakeholderwill be a centerpiece of
its regulatory development procesthe agency stated that litas

occonducted unprecedented outreach with state~

and as a result of what we learned, our propos BYTHENUMBERS
sets up a national framework that gives states tl
power to chart their own customized path to me:
the carbondioxideemissions targets proposed fc 28:Stategovernors or

/2 .
each sate.¢ attorneys general have raised

major concerns with the
Similarly, EPAAdministrator GinaMcCarthyhas saidthat NHz §03a fS8S3rf T

the rulemaking process will be

dan absolute collaboration between the federal ar 12 statesare suing EPA

state government . . a partnership if there ever regarding its authority to
was oneg® promulgate carbon

regulations

The extremely complex and confusing structure of th
proposedrule sent states and stakeholders scrambling t
understand its specific implications for their communitie
and industries.Now, after six months of review and
analysis comments have come infrom the states and

otherentitiesthat g 2 dzft R | Qi dzt t f @ Kl wo uz A1 Lo o1 oyu 9t ! Q2
plan’ These comments filed primarily by state air regulators, public utility commissions, and

O states have passed

legislation into law restricting
state responses to theule

! Available ahttp://wwwz2.epa.govicarbonpollution-standards/clearmpower-plan-proposedrule

2 hitp:/Avww.wsj.com/articles/epahasfollowedthe-law-on-the-cleanpower-planletters-to-the-editor-1420408715
3 hitp://thehill.com/policy/energy-environment/202816epasmccarthypledgesstate-flexibility-in-power-plant-
rule#ixzz33ncdri7K



http://www2.epa.gov/carbon-pollution-standards/clean-power-plan-proposed-rule
http://www.wsj.com/articles/epa-has-followed-the-law-on-the-clean-power-plan-letters-to-the-editor-1420408715
http://thehill.com/policy/energy-environment/202816-epas-mccarthy-pledges-state-flexibility-in-power-plant-rule#ixzz33ncdri7K
http://thehill.com/policy/energy-environment/202816-epas-mccarthy-pledges-state-flexibility-in-power-plant-rule#ixzz33ncdri7K

the liket revealwidespreadconcerrs about the designcontent, and legality of thepproach
the Agencyhas proposed

As shown in Figure 1, 28 different states have raised fundamental concerns with the legal
foundations of the rule at the highest levels of government (either governor or attorney
general). Twelve states are suing EPA regardinguitsority to promulgate carbon regulations
under 111(d), and six states have passed legislation into law restricting state responses to the
rule, generally by either prohibitin@ 2 Y LJ A I y O Slegally quistiofable Quisidthe-
fencebuilding blockr by requiring legislative approval of state implementation plans.

Figure 1.
State Legal Objections to EPA Carbon Regulations
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Note: Map complied as of January 9, 2015 based on official commentsin regulatory docket as well as other public letters

and statements. Objections from state environmental agencies or public service commissions are shown only in absence
of objections from governor or attorney general.

Bl Gov+AG @Suing EPA A Legislation

*The complete docket is available at
http://www.requlations.gov/#!docketBrowser;rpp=25;s0=DESC;sb=postedDate;po=0;dct=P SiBGHEIAR20130602



http://www.regulations.gov/#!docketBrowser;rpp=25;so=DESC;sb=postedDate;po=0;dct=PS;D=EPA-HQ-OAR-2013-0602

Although too numerous and complex to adequately characterize in a single document, this
report attempts to summarize some of the most significant anchmon themes raised by
states.Theconcerns detailed in this guideldresshe following 12 areas:

1. The Legality of the Rule
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and Achievability

5. The Presence of Mistakes and Errors Within the Rule
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Targets

This review found that majority of states raised concerns or objections in 8 of the 12 issue

areas that were revieed as part of this analysis (Tables 1 & 2). For example, 32 states made

legal objections, & raised significant concerns regarding compliance costs and economic
impacts,32¢ Ny SR 2F St SOGNROAGE NBtAFOATAGE LINROT S
regulatory timelinesThese figures should be considered conservative, as several states avoided
O2YYSylAy3a 2y OSNIIFAY (2LIAO0&Y LI NOAOdz  N¥ & AT
or expertise. As a result, silence from states on anyngigsue should not be considered to

imply an absence of concern.




Table 1. Summary of Findings

Number of
States Raising

Concerns
1. The Legality of the Rule 32
2. The Rule’s Impact on Electricity Prices, Jobs & the Economy 28
3. The Rule’s Impact on Electricity Reliability 32
4. The Rule’s Technological Assumptions & Associated Impact

on Compliance Flexibility & Achievability

4(a). Building Block 1 Achievability 34
4(b). Building Block 2 Achievability 35
4(c). Building Block 3 Achievability 20
4(d). Building Block 4 Achievability 17
5E The Presence of Mistakes & Errors Within the Rule 28
6. The Rule’'s Accelerated Timeline for Finalization & Implementation 34
7. The Achievability of the Rule’s Interim Targets 30
8. The Rule’s Use of 2012 as the Baseline Year & the Associated 33
Impact on Early Actors
9. The Rule’s Treatment of Nuclear Generation 24
10. The Rule’s Lack of Consideration of Stranded Costs 22
11. The Rule’s Goals in Comparison to those set for New Power Plants 8
12. The Rule’s Estimation of Plants’ Generation Capacity & Resultant
Impact on State Targets Uz
4



Countless additional and staspecific concerns raised during the comment period not
addressed here are no less significant. These include, for example: massive disparities among
state goals; lack of clarity regarding the crediting of electricity exported/imported across state
borders; accounting for biomagssed generation and emissions; failure to adequately credit
hydroelectric generationO2 Yy Fdza A2y NB I NRhy & NawKkSsurcdBevi®Q & G N
requirements; inadequate guidance on rat®mass conversion procedures; and the need for

EPA to provide states resources for implementation plan development

Administrator McCarthy has stated that one of her tc R R
priorities throughout the regulatory developmen a2 KSy |y F3Ssy
LINE OS&aa Aa (2 $gkadiNddsayi discoverin aloneextant
Yot ! f R Simniang, SRabRduary 6, 2015 blc statute an unhegrlded

post, EPA Assistant Administrator for AidaRadiation | 12 5§ N 12 NB 3 d
Janet McCabe stated: significant portion of the
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comments on the proposed Clean Power Ple typically greet its

EPA received more than 2 million commeni announcement with a

covering a wide range of issues includi Y S| 3 dzNE 2 F &

system reliability, andwe are absolutely

commited to reviewing those comments an - U.S. Supreme Court
ensuring that the final Clean Power Plan reflec Utility Air Regulatory
and responds to them S Y LIK | &8 A & | | Group v. EPA

The extent and magnitude of state concerns presented in this guide illustrate not only the
AK2NI O2YAyJa A ytheirhmelsa chalidBelaif! agpdrtdnityd thatithe agency

has to follow through on its commitment to listen, cooperate, and make the regulation a truly
collaborative partnership. If the major flaws with the rule that have been identified by states
are left unaldressed, the end result will be a significantly more expensive, less reliable
electricity system that will have negative repercussions across the entire U.S. economy.

5 hitp://www.washingtonexaminer.com/epadministratorginamccarthyepalistenedon-carbonrules/article/2546880
® http://blog.epa.gov/epaconnect/2015/01/timeand-flexibility/
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