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EXPRESS TERMS

AMENDMENTS TO 21 NYCRR PART 507
CO2 ALLOWANCE AUCTION PROGRAM

(Statutory Authority: Public Authority Law sections 1854 and 1855)

Existing section 507.2 is AMENDED to read as follows:

507.2 Definitions

Part 507 incorporates by reference the definitions established by the department at 6 NYCRR Part

242. In addition, the following definitions apply:

(a) Ascending price, multiple round auction: A multiple round auction starting with an opening
price with increases each round by predetermined increments. In each round, bidders offer the
quantity they are willing to purchase at the posted price. Rounds continue so long as demand
exceeds the quantity offered for sale. At the completion of the final round, allowances may be

allocated, subject to section 507.6 of this Part:

(1) at the final price to remaining bidders and withhold unsold allowances for a future

auction, or

(i1) at the penultimate price, first to final round bidders and then to bidders in the
penultimate round in chronological order of bid during the penultimate round for all

remaining allowances, or

(ii1) according to an alternative mechanism designed to effectuate the objectives of this

Part.



(b) Auction advisory committee or committee: A committee comprised of the Commissioner of
the Department, the President and Chief Executive Officer of the Authority, and the Chairperson
of the New York State Public Service Commission, or their respective designees [("the
committee")]. The committee shall advise the Authority on procedures relevant to conducting the

CO; allowance auctions provided for in this Part.

(c) Authority: the New York State Energy Research and Development Authority.

(d) Authority contact person: An employee of the authority designated to communicate with the

public regarding CO> allowance auctions, as identified on the CO> allowance auction website.

(e) CO, allowance auction website: The website containing information regarding the auctions to
be conducted pursuant to this Part and 6 NYCRR Part 242. The website shall be available through

a link from the authority's main website at www.nyserda.ny.gov.

(f) CO2 cost containment reserve [allowance] tier 1 allowance or CO> CCR tier 1 allowance: A

CO» allowance that is offered for sale at an auction by [NYSERDA or its agent] the authority for
the purpose of containing the cost of CO> allowances. CO> CCR tier 1 allowances offered for sale
at an auction are separate from and additional to CO» allowances allocated from the CO, Budget

Trading Program base and adjusted budgets. [CO, CCR allowances are available in two tiers based



on the minimum price at which they will be offered for sale at an auction.] CO> CCR tier 1
allowances are subject to all applicable limitations contained in this Part and in 6 NYCRR Part

242.

(2) CO», cost containment reserve tier 2 allowance or CO»> CCR tier 2 allowance: A CO»; allowance

that is offered for sale at an auction by the authority for the purpose of containing the cost of CO»

allowances. CO, CCR tier 2 allowances offered for sale at an auction are separate from and

additional to CO; allowances allocated from the CO» budget trading program base and adjusted

budgets. CO> CCR tier 2 allowances are subject to all applicable limitations contained in this Part

and in 6 NYCRR Part 242.

[(g)] (h) CO> cost containment reserve tier 1 trigger price, or CCR tier 1 trigger price: The CCR
tier 1 trigger price is the minimum price at which CO> CCR tier 1 allowances are offered for sale
by the [ Authority or its agent] authority at an auction. The CCR tier 1 trigger price shall be [$10.00]
$19.50 per CO; allowance in calendar year [2017] 2027. Each calendar year thereafter [through
2020], the CCR tier 1 trigger price shall be [1.025] 1.07 multiplied by the CCR tier 1 trigger price
from the previous calendar year, rounded to the nearest whole cent [. The CCR trigger price in
calendar year 2021 shall be $ 13.00. Each calendar year thereafter, the CCR trigger price shall be
1.07 multiplied by the CCR trigger price from the previous calendar year, rounded to the nearest

whole cent], as shown in Table 1 below.

Table 1. CO2 CCR Tier 1 Trigger Price



(1) CO; cost containment reserve tier 2 trigger price, or CCR tier 2 trigger price: The CCR tier 2

$10.25 §$10.51

2025

2026

$17.03 $18.22

$10.77§13.00 $13.91514.88 §$15.92

2027

$19.50 $20.87 §$22.33

2028

2029

2030

$23.89]

trigger price is the minimum price at which CO; CCR tier 2 allowances are offered for sale by the

authority at an auction. The CCR tier 2 trigger price shall be $29.25 per CO» allowance in calendar

year 2027. Each calendar year thereafter, the CCR tier 2 trigger price shall be 1.07 multiplied by

the CCR tier 2 trigger price from the previous calendar year, rounded to the nearest whole cent, as

shown in Table 2 below.

Table 2. CO, CCR Tier 2 Trigger Price

Year | 2027 | 2028 |2029 |2030 |[2031 |[2032 |2033 |[2034 |[2035 |[2036 |2037
Price | $19.50 | $20.87 | $22.33 | $23.89 | $25.56 | $27.35 | $29.26 | $31.31 | $33.50 | $35.85 | $38.36
[2018 2019 2020 2021 2022 2023 2024
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2037

Price

$29.25

$31.30

$33.49

$35.83

$38.34

$41.02

$43.89

$46.96

$50.25

$53.77

$57.53

[(h) CO; emissions containment reserve allowance or CO; ECR allowance: A CO; allowance that

is withheld from sale at an auction by the authority or its agent for the purpose of additional

emission reduction in the event of lower than anticipated emission reduction costs.




(1) CO2 emissions containment reserve trigger price, or ECR trigger price: The ECR trigger price
is the price below which CO; allowances will be withheld from sale by the authority or its agent
at an auction. The ECR trigger price in calendar year 2021 shall be $ 6.00. Each calendar year
thereafter, the ECR trigger price shall be 1.07 multiplied by the ECR trigger price from the

previous calendar year, rounded to the nearest whole cent, as shown in Table 2 below.

Table 2. CO2 ECR Trigger Price

2021 2022 2023 2024 2025 2026 2027

$6.00 $642 §$6.87 $7.35 $7.86 $ 8.41 $9.00

2028 2029 2030

$9.63 $1030 §$11.02]

(j) Control period: The time periods established by the [Department] department under 6 NYCRR

Part 242.

(k) Department: The New York State Department of Environmental Conservation.

(1) Energy Efficiency and Clean Energy Technology Account or account: A general account to be

established by the authority, into which the department shall allocate CO, allowances.



(m) Environmental Notice Bulletin: An official department publication pursuant to Environmental

Conservation Law section 3-0306(4).

(n) Minimum reserve price: The minimum reserve price in calendar year 2027 shall be $9.00. Each

calendar vear thereafter, the minimum reserve price shall be 1.07 multiplied by the minimum

reserve price from the previous calendar year, rounded to the nearest whole cent, as shown in Table

3 below.

Table 3. Minimum Reserve Price

Year | 2027 | 2028 | 2029 | 2030 | 2031 |2032 |2033 |2034 |2035 |2036 |2037

Price | $9.00 | $9.63 | $10.30 | $11.02 | $11.79 | $12.62 | $13.50 | $14.45 | $15.46 | $16.54 | $17.70

[(n)] (o) Participating state: A state that has established a corresponding regulation or statute as

part of the CO> budget trading program.

[(0)] (p) Reserve price[.]: The minimum acceptable price for each CO; allowance in a specific
auction. The reserve price at an auction is either the minimum reserve price[ or the CCR trigger

price], the CCR tier 1 trigger price, or the CCR tier 2 trigger price as specified in section 242-

5.3(b) in 6 NYCRR Part 242.



[(p)] (@) Single round sealed-bid uniform price auction: A single round sealed-bid uniform price
auction format, under which bidders may submit multiple bids at different prices; the price paid

by all awarded bidders will be uniform and equal to the highest rejected bid price.

Subdivision (f) and (g) of section 507.6 are AMENDED, existing subdivision (h) is

REPEALED and subdivision (i) is RELETTERED as subdivision (h) to read as follows

(f) Reserve price: In administering auctions, the authority [or its agent] shall employ the use of a
reserve price in a manner and form as provided for in Part 242. The authority shall publish or

announce such reserve price prior to each CO; allowance auction.

(g) CO; Cost Containment Reserve (CCR): The authority [or its agent] shall administer the rules

for the sale of CO, CCR tier 1 allowances and CO, CCR tier 2 allowances as specified in [at] 6

NYCRR Part 242-5.3(b).

[(h) CO2 Emissions Containment Reserve (ECR): The authority or its agent shall withdraw

allowances from auctions in accordance with 6 NYCRR Part 242-5.3(c).]

[(1)] (h) Unsold allowances: Unsold CO; allowances may be retired or made available for sale in

a form and manner provided under 6 NYCRR Part 242.



Contents

INTRODUGCTION ...ttt ettt ettt s b ettt e be e bt e h e e s s e s et et e st e bt e bt e b e s e e s e b esa et e st eueeaeebesae s e s e e e enene 2
STATUTORY AUTHORITY ...ttt ettt sttt ettt et b e sttt et et es e bt eb e e bt s e et sa et et estebeebeebe st e et et et e e enneneenes 8
LEGISLATIVE OBJECTIVES ...ttt sttt st b e s ettt et et sa e saesae e s 18
Stakeholder Outreach 19
NEEDS AND BENEFITS ...ttt ettt ettt sttt ettt he bbbt sttt et et e bt ebeebeebe st et et et enteneebeas 20
Air Quality and Public Health Benefits 23
Components of the Program Revisions 24
Benefits from the Program Revisions 27
Complementary GHG Programs in New York 32
Emissions Leakage 35
Benefits Associated with the Program Revisions with Respect to the Auction and Allocation of Allowances to Energy
Efficiency and Clean Energy Technologies. 37
Allowance Apportionment 40
Allowance Set-Asides 40
Summary of Needs and Benefits 43
COS TS ettt b ettt et a bt h e et b et b et et e st e bt e bt e bt e bt ettt et st eh e b e e bt b€ e bttt ehe bbbt st b et ettt eneenes 43
Costs to the Regulated Sources and the Public 44
Costs to State and Local Governments 63
Department Costs 64
LOCAL GOVERNMENT MANDATES. ..ottt ettt sttt ettt et b e st ettt et b e st b et ettt st enes 65
PAPERWORK ..ottt ettt h bbb s bt et b e bt e bt b e e s e st eb e eu e sb e ebe b e sae e eaeenes 66
DIUPLICATION ...ttt sttt ettt h bt st b ettt es e eb e bt b e st sa et e st e st e bt e bt eb e bt st et et esteatebeebesb e b e st et et enteneenes 66
ALTERNATIVES ...ttt ettt ettt e b e bt bt s e s e et et et eb e e bt b et b e st et e st eb e bt e be st e b ene et eneene 67
No Action Alternative 67
Modeling Different Cap Alternatives 67
CCR, CCR Tiers and Program Flexibility Alternatives 68
FEDERAL STANDARDS ..ottt sttt ettt b bt sttt ettt e b e bbbt et et e st e st e bt eb e sb e b e st et et e st eneenes 69
COMPLIANCE SCHEDULE .......ciiiiiiiiiiiieee ettt ettt e b e bt e b bt ettt e b e a e sa e bt se e sn e enes 71

Page 1 of 69



6 NYCRR Part 242, CO2 Budget Trading Program 6 NYCRR Part 200, General Provisions
21 NYCRR Part 507, CO; Allowance Auction Program

Regulatory Impact Statement

INTRODUCTION

The Regional Greenhouse Gas Initiative (RGGI) is a cooperative, historic effort among New York and
nine other Participating States' and was the first mandatory, market-based carbon dioxide (CO2) emissions
reduction program in the United States. Since its inception in 2008, RGGI has utilized a market-based mechanism
to cap and cost-effectively reduce emissions that cause climate change. Recently, New York along with the
Participating States completed a comprehensive program review and announced a proposal to lower the regional
emissions cap? established under RGGI to approximately 69.8 million tons in 2027, then declining about 89%,
relative to the 2024 cap through 2037. Accordingly, New York and the Participating States committed to propose
revisions, pursuant to state-specific regulatory processes, to their respective CO2 Budget Trading Programs to
further reduce CO2 emissions from power plants in the region. To implement the updated RGGI program in New
York State, the Department of Environmental Conservation (Department) has proposed revisions to 6 NYCRR
Part 242, CO2Budget Trading Program (the Program) and 6 NYCRR Part 200, General Provisions. As the auction
administrator, the New York State Energy Research and Development Authority (NYSERDA) has proposed
revisions to the CO2 Allowance Auction Program as set forth in Part 507, which are designed to complement

revisions proposed by the Department.

The Program revisions would cap regional CO2 emissions at approximately 69.8 million tons annually

! In addition to New York, the RGGI Participating States include: Connecticut, Delaware, Maine, Maryland, Massachusetts, New Hampshire,
New Jersey, Pennsylvania, Rhode Island, and Vermont. Pennsylvania is a Participating State as it has adopted regulations, but it does not issue
emissions allowances, require emission sources to surrender allowances, or participate in the auctions.

2 The Participating States released the Updated Model Rule on July 3, 2025, https://www.rggi.org/sites/default/files/Uploads/Press-
Releases/Press Release Program Review Announcement.pdf
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beginning in 2027, then would be set to decrease by approximately 10% annually, relative to the 2024 cap. This
trajectory would continue to 2033. Beginning in 2034, the regional cap trajectory would change to a more gradual
decrease of approximately 3% annually until 2037. The regional cap would be approximately 9 million tons in
2037 and subsequent years. These proposed reductions represent about 88% reduction in the regional cap for the

period 2027-2037.

The proposed Program revisions expand the Cost Containment Reserve (CCR) feature, which provides
additional flexibility and cost containment for the Program. The CCR is a batch of allowances available in high
demand scenarios if the auction price surpasses a predetermined trigger price. While the revisions to the Program
would retain the CCR, they would also add an additional tier of allowances to the CCR feature. The first tier of
CCR allowances would be referred to as CCR 1 and the second tier of CCR allowances would be referred to as
CCR 2. The CCR 1 trigger price would match the existing CCR price in 2027 at $19.50 and increase 7% annually
thereafter. The maximum amount of CCR 1 allowances regionally available at auction each year would increase
to about 11.75 million. The CCR 2 trigger price would be set to $29.25 in 2027, 50% higher than CCR 1 price
and increase 7% annually thereafter. The maximum amount of CCR 2 allowances regionally available at auction

each year would be set to about 11.75 million.

The Program revisions would remove the Emissions Containment Reserve (ECR), which was designed to
help secure additional emissions reductions if prices fell below established ECR trigger prices. The ECR has

never been triggered and is unnecessary to maintain.

The Program revisions would increase the minimum reserve price to be aligned with the prices at which
the ECR would have been triggered. The revised minimum reserve price would be $9.00 in 2027 and increase at

7% annually thereafter. No allowances would be auctioned below the minimum reserve price.
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The RGGI model rule revisions eliminated all offset project categories. In the proposed revisions to the
Program, New York is removing the only remaining offset category, avoided methane emissions from agricultural
manure management operations. Any offset allowances awarded by a Participating State, prior to January 1, 2027,

would remain fully fungible across all the participating states for compliance purposes.

New York stakeholders previously raised concerns about allowing eligible biomass to be combusted
without obligated compliance costs. The combustion of eligible biomass as defined in the Program was seen by
stakeholders as rewarding CO2 emissions and other air pollutant emissions without substantial benefits toward
reaching emissions levels under the Climate Leadership and Community Protection Act (Climate Act)® which
establishes Statewide GHG (greenhouse gas) emission reduction requirements and renewable and clean energy
generation targets. To address these concerns New York is proposing to remove eligible biomass provisions from
the Program. In 2023, the only facility that had previously applied for eligible biomass consideration stopped

operating.

New York is proposing to modify the volume of allowances set aside for Long Term Contracts (LTC) and
Voluntary Renewable Energy Market (VREM) purchases. The proposed revisions would reduce the amount of
allowances in the LTC set-aside to maintain general alignment with the proportional annual reduction in
allowances offered for auction by New York and reflect that no contracts extend beyond the 2035 allocation year.
The proposed revisions would reduce the amount of allowances in the VREM set-aside in order to reflect the
previous three-year average demand of about 180,000 allowances and maintain general alignment with the

proportional annual reduction in allowances offered for auction by New York. The eligibility requirements for

3 Chapter 106 of the Laws of 2019
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applicants would not change in the proposed revisions. Additionally, the proposed revisions clarify that the
Department may distribute allowances remaining in a set-aside account from previous allocation years to meet

the demand for allowances from current allocation year applications.

Finally, the proposed Program revisions would retain the interim compliance obligation. In addition to
demonstrating full compliance at the end of each three-year compliance period, regulated entities would continue
to have to demonstrate that they are holding allowances equal to at least 50% of their emissions at the end of each
of the first two years in each three-year compliance period. The proposed changes include minor revisions and
updates to all references. The majority of the proceeds from the sale of New York’s allowances would continue
to be dedicated to strategic energy or consumer benefits, such as investments in energy efficiency and clean energy
technologies (EE&CET) in support of the statewide goal of the Climate Act that 40%, and requirement that no

less than 35%, of the overall benefits from investments be realized in disadvantaged communities (DACs).

The CO2 Budget Trading Program is designed to allocate CO2 emissions allowances to an EE&CET
Account (Account), which has been established and is administered by NYSERDA under Part 507. The Program
revisions proposed by the Department include revisions that would modify the functions of the CO2 Allowance
Auction Program. In order to continue its role in complementing the Program, NYSERDA proposes revisions to

Part 507 to incorporate the relevant proposed changes to the Program.

Specifically, NYSERDA proposes revisions or additions to sections 507.2(f), (g), (h), and (i), to provide
for NYSERDA'’s implementation of the CO2 Allowance Auction Program, by incorporating a two-tiered version
of the CCR as proposed by the Department, in a manner that would complement the revised
Program. Additionally, NYSERDA proposes removing sections 507.2(h) and (i), and 507.6(h) to reflect the

removal of the ECR from the Program; NYSERDA also proposes the addition of section 507.2(n) and Table 3 to
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provide greater clarity about the Minimum Reserve Price to market participants and to complement revisions to

the Program proposed by the Department.

New York intends to continue to participate in uniform regional auctions for the allowances that it would
be offering for sale. As part of the regional auction process, New York and the Participating States would continue
to follow specific design elements for: reserve price; auction structure and format; allowance sale schedule; level
of participation; treatment of unsold allowances; notice of auctions; monitoring; and auction results. Additional
details and rules for each regional COz2 allowance auction are provided in the Auction Notice issued by New York

and the Participating States for each auction.

Auction proceeds would continue to support additional GHG emission reductions through investments in
energy efficiency, renewable and clean energy and innovative carbon-abatement technologies, as guided by the
RGGI Operating Plan.* NYSERDA s regulations established the advisory group of stakeholders, representing a
broad array of energy and environmental interests, which NYSERDA would continue to annually convene to
provide advice on how best to utilize auction proceeds to implement the goals of the Program. The Operating
Plan would continue to be reviewed and revised on an annual basis and the advisory group will convene to provide

input.

The Program revisions are consistent with the State’s overall efforts to reduce GHG emissions, which
cause climate change. The State has taken actions to reduce the use of fossil fuels used to generate electricity and
to reduce GHG emissions through numerous policies and programs, including through its participation in RGGI.

Furthermore, the proposed Program revisions are in line with the State’s longstanding policies, in particular,

4*NYSERDA", New York’s Regional Greenhouse Gas Initiative Operating Plan Amendment for 2025 (effective through March 2028).
https://www.nyserda.ny.gov/-/media/Project/Nyserda/Files/EE/RGGI1/2025-RGGI-Op-Plan-Amendment.pdf
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Environmental Conservation Law (ECL) Section 75-0107, which was added by the Climate Act, and seeks a 40%
reduction in Statewide GHG emissions from 1990 levels by 2030, and an 85% reduction by 2050. Moreover,
Public Service Law Section 66-p, which was also added by the Climate Act, establishes a target to generate 70%
of the State’s electricity from renewable energy sources by 2030, and to generate 100% of the State’s electricity
from carbon-free sources by 2040. The revisions to the Program, including the additional reduction in the RGGI

CO2 emissions cap and the removal of offset provisions, would further the objectives of the Climate Act.

The burning of fossil fuels to generate electricity is a major contributor to climate change because fossil-
fuel generators emit large amounts of CO2, the principal GHG. Overwhelming scientific evidence confirms that
a changing climate poses a serious threat to the environmental resources and public health of New York State.
The changing climate threatens the health and well-being of the State’s residents and citizens, the State’s property,
and the natural resources held in trust by the State, including, but not limited to, the State’s air quality, water
quality, marine and freshwater fisheries, salt and freshwater wetlands, surface and subsurface drinking water
supplies, river and stream impoundment infrastructure, and forest species and wildlife habitats. Not only would
the Program revisions help to further counter the threat of a warming climate, the revisions would also produce
significant environmental co-benefits in the form of improved local air quality, and a more robust, diverse and

clean energy supply in the State.

STATUTORY AUTHORITY
The statutory authority to revise the Program which would result in reducing the CO2 emissions cap,
adjusting the cost containment feature, removing the emissions containment reserve, removing offset projects,
adjusting allowance set-asides, and retaining an interim compliance obligation derives primarily from the

Department’s authority to use all available practical and reasonable methods to prevent and control air pollution,

as set out in the ECL at Sections 1-0101, 1-0303, 3-0301, 19-0103, 19-0105, 19-0107, 19-0301, 19-0303, 19-
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0305, 71-2103, 71-2105, 75-0101, 75-0103, 75-0105, 75-0107, and 75-0109.

Brief synopses of the statutory sections that grant the Department authority to promulgate these revisions

to the Program and to prevent and control air pollution are outlined below.

ECL Section 1-0101. This section declares that it is a policy of New York State to conserve, improve and
protect its natural resources and environment and control air pollution in order to enhance the health, safety and
welfare of the people of New York State and their overall economic and social well-being. Section 1-0101 further
expresses, among other things, that it is the policy of New York State to coordinate the State’s environmental
plans, functions, powers and programs with those of the Federal government and other regions and manage air
resources to the end that the State may fulfill its responsibility as trustee of the environment for present and future
generations. This section supports the Department’s efforts to work with other states in the region to address GHG
emissions in a coordinated fashion, including through programs such as RGGI. This section further declares that
the Department shall promote patterns of development and technology that minimize adverse impacts on the

environment.

ECL Section 1-0303. This section defines the term “pollution.” Pollution is defined as “the presence in
the environment of conditions and or contaminants in quantities of characteristics which are or may be injurious
to human, plant or animal life or to property or which unreasonably interfere with the comfortable enjoyment of
life and property throughout such areas of the state as shall be affected thereby.” The proposed reduction in the
CO2 emissions cap and the elimination of offsets from the Program would remove conditions and contaminants

from the environment which are injurious to human, plant and animal life or to property throughout the State.

ECL Section 3-0301. This section empowers the Department to coordinate and develop programs to carry
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out the environmental policy of New York State set forth in section 1-0101. Section 3-0301 specifically empowers
the Department to: provide for the prevention and abatement of air pollution; cooperate with officials and
representatives of the Federal government, other states and interstate agencies regarding problems affecting the
environment of New York State; encourage and undertake scientific investigation and research on the ecological
process, pollution prevention and abatement, and other areas essential to understanding and achievement of the
environmental policy set forth in section 1-0101; monitor the environment to afford more effective and efficient
control practices; identify changes in ecological systems and to warn of emergency conditions; enter into contracts
with any person to do all things necessary or convenient to carry out the functions, powers and duties of the
Department; and adopt such regulations as may be necessary, convenient or desirable to effectuate the
environmental policy of the State. This section supports the Department’s coordinated scientific and

programmatic efforts to address GHG emissions through the RGGI program.

ECL Section 19-0103. This section declares that it is the policy of New York State to maintain a reasonable
degree of purity of air resources. In carrying out such policy, the Department is required to balance public health
and welfare, the industrial development of the State, propagation and protection of flora and fauna, and the
protection of personal property and other resources. To that end, the Department is required to use all available
practical and reasonable methods to prevent and control air pollution in the State. The regulatory flexibility
inherent in a market based cap-and-invest regional program that allows for interstate trading of emission
allowances best enables the Department to balance the competing interests of the “protection of the public health
and welfare” with continued “industrial development of the state” and “the protection of physical property and
other resources,” while also helping to ensure the continued reliability and adequacy of the State’s electricity
supply. By revising the Program to further reduce the CO2 emissions budget, provide enhancements to the cost
containment reserve feature, increase the minimum reserve price, and retain interim compliance obligations, the

Department is further able to balance these competing interests. This includes through the cost-effectiveness
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inherent in a market-based program such as RGGI.

ECL Section 19-0105. This section declares that it is the purpose of Article 19 of the ECL to safeguard
the air resources of New York State under a program which is consistent with the policy expressed in section 19-
0103 and in accordance with other provisions of Article 19. The RGGI program, including the proposed revisions
to the Program, safeguards the air resources of the State and is consistent with the policy expressed in section 19-

0103 as described above.

29 ¢¢

ECL Section 19-0107. This section defines the terms “air contaminant,” “air pollution,” and “air
contamination source.” “Air contaminant” is defined as “a dust, fume, gas, mist, odor, smoke, vapor, pollen, noise
or any combination thereof.” “Air pollution” is defined as “the presence in the outdoor atmosphere of one or more
air contaminants in quantities, of characteristics and of a duration which are injurious to human, plant or animal
life or to property or which unreasonably interfere with the comfortable enjoyment of life and property throughout
the state or throughout such areas of the state as shall be affected thereby.” The term “air contamination source”
is defined as “any source at, from or by reason of which there is emitted into the atmosphere any air contaminant
...” CO2is an “air contaminant” that causes “air pollution” as defined in the ECL because it is a gas that is present
in the outdoor atmosphere in quantities that engenders and/or provokes climate change, which is injurious to life
and property in New York State. Electric generating units are an “air contamination source” because they are
responsible for approximately 17% of all energy related CO2 emissions in New York State.’> The Department’s
authority under the ECL to regulate CO2 as an “air contaminant” was buttressed by the decision of the United

States Supreme Court in Massachusetts v. Environmental Protection Agency, 127 S. Ct. 1438 (2007), that the

United States Environmental Protection Agency (EPA) has the authority to regulate CO2 as an “air pollutant”

5> New York State Annual GHG Emissions Report. Table E.S.2 electric power CO, emissions compared to all other instate energy CO,
emissions
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under the Clean Air Act (CAA). Under the CAA, an “air pollutant” is defined as “any air pollutant agent or
combination of agents, including any physical, chemical, biological, radioactive (including source material,
special nuclear material, and byproduct material) substance or matter which is emitted into or otherwise enters
the ambient air.” 42 U.S.C. section 7602(g). The definitions of “air contaminant” and “air pollutant” under the

ECL are broader than the definition of “air pollutant” under the CAA.

ECL Section 19-0301. This section declares that the Department has the power to promulgate regulations
for preventing, controlling or prohibiting air pollution, and shall include in such regulations provisions prescribing
the degree of air pollution that may be permitted and the extent to which “air contaminants” may be emitted to
the air by any “air contamination source” in any area of the State. The Department also has the authority to
cooperate with other states, interstate agencies, or international agencies with respect to the control of air pollution
or air contamination. This section provides the Department with authority to revise the Program to further reduce

the CO2 emissions cap and remove offsets from the Program.

ECL Section 19-0303. This section provides that the terms of any air pollution control regulation
promulgated by the Department may differentiate between particular types and conditions of air pollution and air
contamination sources. It supports the RGGI program in that a cap-and-invest program was identified as an
effective manner or condition of regulation for the particular air pollutant and type of sources subject to the
Program. This section also requires the Department to include analysis in the Regulatory Impact Statement (RIS)
explaining state regulatory requirements that are more stringent than those found in the CAA or its implementing
regulations. There is currently no COz stationary source cap-and-invest program established by the CAA or its
implementing regulations. Federal regulatory requirements governing sources of CO2 emissions are discussed

further in the Federal Standards section of this RIS.
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ECL Section 19-0305. This section authorizes the Department to enforce the codes, rules and regulations
established in accordance with Article 19. Section 19-0305 also empowers the Department to conduct or cause to

be conducted studies and research with respect to air pollution control, abatement or prevention.

ECL Section 71-2103 and Section 71-2105. These sections set forth the civil and criminal penalty
structures for violations of Article 19, including regulations promulgated thereunder, including the Program.
These sections provide authority to the Department to create and retain the interim compliance obligation to better

ensure compliance with the Program.

ECL Section 75-0101. This section defines greenhouse gas as “carbon dioxide, methane, nitrous oxide,
hydrofluorocarbons, perfluorocarbons, sulfur hexafluoride, and any other substance emitted into the air that may
be reasonably anticipated to cause or contribute to anthropogenic climate change.” ECL § 75-0101(2). This
section further authorizes, through the definition of GHG emissions source, the Department’s monitoring of such

sources, including for compliance with implementing regulations.

ECL Section 75-0103. This section creates the Climate Action Council, which was charged with creating
a Scoping Plan that recommends emission reduction measures, including regulations, to attain the statewide GHG
emission levels. RGGI is mentioned many times in the scoping plan as an exemplar program to reduce GHG

emissions.

ECL Section 75-0105. This section requires the Department to consider establishing a mandatory registry
and reporting system from individual GHG emission sources to obtain data on GHG emissions. The Program

takes advantage of data reported to the EPA. However, the Program has reporting requirements which would be
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in place if the EPA changes reporting provisions and fails to be able to make data available to New York.

ECL Section 75-0107. This section outlines the statewide GHG emission levels and specifically seeks a
40% reduction in statewide GHG emissions from 1990 levels by 2030, and an 85% reduction from 1990 levels
by 2050. The proposed revisions to the Program would enhance the State’s progress in advancing toward the

reaching these GHG emissions levels in the Climate Act.

ECL Section 75-0109. This section provides the Department broad authority and specific direction to
regulate GHG emissions sources and control GHG emissions to ensure compliance with the statewide GHG
emission levels. Such regulations would include legally enforceable emission levels, reflect the Scoping Plan, and
regulate emission sources that have a cumulatively significant impact. The proposed revisions to the Program are

an important component of the State’s progress in advancing toward the statewide GHG emission levels.

ECL Section 75-0109(1). This section directs the Department to work with other New York State agencies
and authorities to promulgate regulations required by Section 8(1) of the Climate Act. Through the continued
implementation of the Program by the Department and Part 507 by NYSERDA, New York’s portion of the RGGI

Program continues to advance progress toward achieving the statewide GHG emission levels.

Climate Act Section 10. Acknowledging existing authority such as ECL Article 19, this section states that
“[n]othing in this act shall limit the existing authority of a state entity to adopt and implement GHG emissions
reduction measures.” As described above, irrespective of the enactment of the Climate Act, the Department has
the authority to adopt and implement GHG emission reduction measures, including through ECL Article 19 and
other statutory provisions. ECL Section 75-0109 and other provisions of the Climate Act, as described above,

included more specific directives to the Department, NYSERDA, and other State entities, which were considered
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during the development of the proposed revisions to the Program and Part 507.

The Allowance Auction Program (21 NYCRR Part 507) would be revised by NYSERDA as part of this
rulemaking. The statutory sections that grant NYSERDA authority to implement and revise the Allowance
Auction Program, which are outlined in this RIS, are briefly outlined below as background and context for the

Program revisions.

Public Authorities Law (PAL). The Program revisions are designed to allocate the CO:2 allowances
(including CCR allowances) to the EE&CET Account, which was created and will continue to be administered
by NYSERDA. NYSERDA would continue to administer the EE&CET Account so that CO2 allowances would
be sold in a transparent allowance auction or auctions and the proceeds of the auction or auctions would be used
to promote and reward investments in energy efficiency, renewable or non-carbon emitting technologies, and/or
innovative carbon emissions abatement technologies with significant carbon reducing potential. These
investments would continue to be designed to further the GHG emission reduction objectives of the Program,
with the goal that 40%, and requirement that no less than 35% of the overall benefits from investments be realized

in DACs.

NYSERDA currently administers energy efficiency and clean technology programs funded by the
EE&CET allocation pursuant to its authority under PAL Section 1854 and Title 9-A of Article 8 of the PAL, and
would continue to do so under the revisions to the Program. Section 1854 states that “the purposes of NYSERDA
shall be to develop and implement new energy technologies consistent with economic, social and environmental

objectives, to develop and encourage energy conservation technologies.”
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Title 9-A establishes the Green Jobs - Green New York (GJIGNY) Program for the purposes of promoting
energy efficiency, energy conservation and the installation of clean energy technologies; reducing GHG
emissions; supporting sustainable community development; creating green job opportunities, including
opportunities for new entrants into the State’s workforce, the long-term unemployed and displaced workers; and
using innovative financing mechanisms to finance energy efficiency improvements through energy cost savings.

The GIGNY Program is funded through appropriation from the RGGI allowance auction proceeds.

“Energy conservation technologies” are defined in PAL Section 1851(11) as “all methods of conserving
energy, of improving the efficiency of energy utilization and of preserving and protecting the environment...in
connection with the use of energy.” PAL Section 1891(12) defines “qualified energy efficiency services” and

provides a list of qualified measures that are eligible for funding under the Program.

NYSERDA'’s authority under PAL Section 1854 includes the following:

“l. Research, development and demonstration. To conduct, sponsor, assist and foster programs of
research, development and demonstration in new energy technologies including but not limited to: energy
conservation; production of power from new sources with emphasis on renewable energy sources such as solar,
wind, bioconversion and solid waste; storage of energy with emphasis on inertial and battery storage; conversion
and/or technological improvement of facilities now utilizing nuclear fission energy and fossil fuel energy
technologies; transmission and distribution of power; and conversion of energy and improvements of efficiencies
of such conversion, including the power after assessing and taking into account environmental considerations

thereof, to establish, acquire, operate, develop and manage facilities therefor.”

“2. The provision of services. To provide services required for the development and use of new energy

technologies and related methods by the industrial, commercial, medical, scientific, public interest, educational
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and governmental organizations within the state, including the power to establish, acquire and develop facilities

therefore not otherwise available within the state, and to operate and manage such facilities.”

“11. To advise and assist the governor and legislature in the development and implementation of state

policies relating to energy and energy resources.”

“18. To provide for the deposit of all or a portion of the proceeds collected by the authority from the
auction or sale of emissions allowances allocated by the department of environmental conservation to the
authority pursuant to regulations adopted by the department of environmental conservation to a GINY fund to be
established in the custody of the commissioner of taxation and finance. The monies in such fund shall be available

for the GINY program pursuant to title nine-A of article eight of this chapter.”

This authority allows NYSERDA to continue to administer the EE&CET Account so that the proceeds of
the auctions can be used to promote and reward investments in energy efficiency, renewable or non-carbon-
emitting technologies, and/or innovative carbon emissions abatement technologies with significant carbon
reduction potential and similar energy conservation technologies. The stated purposes of the EE&CET Account
are consistent with NYSERDA'’s authority to conduct, sponsor and assist programs related to new energy

technologies and qualified energy efficiency services and to provide services related to their development.

PAL Section 1855. The general powers that are relevant to NYSERDA’s authority to administer the
EE&CET Account to promote and reward investments in energy efficiency, renewable or non-carbon-emitting
technologies, and/or innovative carbon emissions abatement technologies with significant carbon reduction

potential, and to sell allowances (including CCR allowances) in a transparent auction are also set forth in PAL
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Section 1855. NYSERDA'’s authority under Sections 1854 and 1855 enables it to accept and sell the allowances
and utilize the proceeds to promote and reward investments related to energy conservation technologies similar to

the stated purposes of the EE&CET Account.

NYSERDA'’s authority to auction the CO2 allowances and CCR allowances is enumerated in their powers:

“10. To enter into any contracts and to execute all instruments necessary or convenient for the exercise of

its corporate powers and the fulfillment of its corporate purposes under this title.”

“14. To accept any gifts or grants or loans of funds or property or financial or other aid in any form from
the federal government or any agency or instrumentality thereof or from the state or from any other source and to

comply, subject to the provisions of this title, with the terms and conditions thereof.”

“17. To do all things necessary or convenient to carry out its corporate purposes and exercise the powers

given and granted by this title.”

LEGISLATIVE OBJECTIVES

Through numerous legislative enactments, the Legislature has directed and empowered the Department to
promote the safety, health and welfare of the public, protect the State’s natural environment, and also help assure
a safe, dependable, economical, and cleaner supply of energy to the people of the State. The changing climate
represents an enormous environmental challenge for the State, because unabated, climate change will continue to
have serious adverse impacts on the State’s natural resources, public health and infrastructure. Power plants that
burn fossil fuels emit significant quantities of CO2, a chief contributor to the unnatural warming of our climate.

New York power plants represent approximately 12% of all GHG emissions in New York State’s emissions
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report.® In 2024, New York power plants subject to the Program emitted approximately 30.1 million short tons of
COz into the atmosphere.” By continuing to impose emissions limitations on fossil fuel-fired electric generating
sources under a revised flexible cap-and-invest program, the Department is acting to preserve and protect the
State’s environment while maintaining a reliable supply of electricity. These air quality improvements would
further mitigate the impacts of climate change in New York, thereby contributing to public safety, health and

welfare.

NYSERDA'’s proposed revisions to Part 507 are similarly grounded in legislative enactments. The
legislation in place, including both the PAL and the Climate Act, make clear that the proposed revisions are well
within NYSERDA'’s statutory objectives. The regulatory flexibility provided under the revisions to the CO2
Allowance Auction Program and the Program, particularly the expansion of the CCR, helps to ensure continued
reliability and adequacy of the State’s electricity supply, assists in the furtherance of public health, and is
necessary for continued industrial development and preservation of physical property. NYSERDA'’s continued
role as auction administrator and administrator of programs supported by auction proceeds support legislative

objectives established for NYSERDA in the PAL.

Stakeholder Outreach

The Department and NYSERDA complied with Sections 202-a, 202-b and 202-bb of the State
Administrative Procedures Act through an extensive regional program review process that included public
participation by all Participating States. New York and the Participating States had committed to a comprehensive

program review during the initial development of RGGI and agreed to evaluate: program success; program

2024 New York Statewide GHG Emission Report Table ES.3 sum of Electricity Fuel Combustion and Imported Fuels
https://dec.ny.gov/sites/default/files/2024-12/summaryreportnysghgemissionsreport.pdf
"RGGI COATS NY annual emissions average 2022 through 2024.
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impacts; additional emissions reductions; imports and emissions leakage; and offsets.

The Participating States initiated the most recent program review in February 2021, with the release of a
statement announcing the plan for the Third Program Review. The Participating States and RGGI Incorporated
(RGGI, Inc.) conducted six stakeholder meetings and webinars during this Third Program Review period, during
which they obtained public input on program elements. Prior to each stakeholder meeting, agency staff and RGGI,
Inc. distributed pertinent material to participants via email and posted meeting documents on the RGGI, Inc.
website. The stakeholder meetings were open to the public and all interested parties were encouraged to provide
comments. All stakeholder comments were ultimately considered in the development of the updated RGGI Model

Rule, which contained detailed model regulatory text, and was released to the public on July 3, 2025.

NEEDS AND BENEFITS

Introduction

The primary need for this rule making is to protect the health and welfare of New York State residents
and resources by reducing GHG emissions, in support of the Climate Act. Climate change is one of the most
serious environmental threats facing humankind, and New York State is already feeling its effects. The last 10
years have been the hottest on record globally, with 2024 surpassing 2023 as the hottest on record at 1.55 °C
above pre-industrial levels.® Despite the commitment by national governments to limit global warming to under

1.5 °C, global temperatures temporarily exceeded 1.5 °C for a 12-month period for the first time in 2023° and

§ WMO (2025) " WMO confirms 2024 as warmest year on record at about 1.55°C above pre-industrial level," World Meteorological
Organization, January 10, 2025. https://wmo.int/news/media-centre/wmo-confirms-2024-warmest-year-record-about-155degc-above-pre-
industrial-level

? Ibid.
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again in 2024. As discussed in the most recent New York State Climate Impacts Assessment'® and United Nations
Adaptation Gap Report,'! the world has seen ocean heat on the rise, increased extreme weather and climate events
that have led to massive economic and human losses, with detrimental impacts on human health, sustainable
development, and widening inequalities.'? Disadvantaged communities are hardest hit and continue to bear the

brunt of the harmful effects of human-caused climate change. !?

More specifically, some of these impacts include increased heat illnesses and mortality, respiratory
illnesses from increased ground-level ozone, and the introduction or spread of vector-borne illnesses.'* Climate
change adversely impacts New York State’s shoreline, drinking water sources, agriculture, forests, and wildlife
diversity.!> Climate change trends such as rising temperatures, rising sea levels, and increased frequency of
intense precipitation, storm, and extreme heat events have already been observed. These trends are expected to

continue and increase and will have an increasing impact to human health and the environment.

Furthermore, there is an urgent need for careful tracking and monitoring of GHG emissions at a state level,
as well as for communicating this information and understanding the increasing risk from climate change. CO2
concentrations in 2024 set a new record high of 422.1 parts per million (ppm), an increase in atmospheric CO2

concentrations of 2.9 ppm over the previous year.'® GHG concentrations of CO2, methane (CHa), and nitrous

10 Stevens, A., & Lamie, C., Eds. (2024). New York State Climate Impacts Assessment: Understanding and preparing for our changing climate.
https://nysclimateimpacts.org.

! United Nations Environment Programme. 2024. Adaptation Gap Report 2024: Come hell and high water - As fires and floods hit the poor
hardest, it is time for the world to step up adaptation actions. https://wedocs.unep.org/20.500.11822/46497.

12 WMO (2024) "Greenhouse gas concentrations surge again to new record in 2023," World Meteorological Organization, October 28, 2024.
https://wmo.int/news/media-centre/greenhouse-gas-concentrations-surge-again-new-record-2023.

13 Allen, M.R. et al. 2018: Framing and Context. In: Global Warming of 1.5°C. An IPCC Special Report on the impacts of global warming of
1.5°C above pre-industrial levels and related global greenhouse gas emission pathways, in the context of strengthening the global response to
the threat of climate change, sustainable development, and efforts to eradicate poverty. Cambridge University Press, Cambridge, UK and New
York, NY, USA, pp. 49-92. https://doi.org/10.1017/9781009157940.003.

4 ¢.g., As described in the Intergovernmental Panel on Climate Change Sixth Assessment Report (https://www.ipcc.ch/assessment-
report/ar6/) and US Fourth National Climate Assessment (https://nca2018.globalchange.gov/).

15 ¢.g., As described in the most recent New York State Climate Assessment (https:/nysclimateimpacts.org/).

16 Copernicus Climate Change Service (C3S), Global Climate Highlights 2024, climate.copernicus.eu/global-climate-highlights-2024, Last
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oxide (N20) have increased by approximately 151%, 265%, and 125% above preindustrial levels, respectively.!”
COg2 is accumulating in the atmosphere at a faster rate than ever before in human existence, and the long life of
CO2 in the atmosphere amplifies future temperature increases. The world is on track to maintain temperatures 1.5
°C above pre-industrial levels and to see the impacts of climate tipping points. These tipping points include
increases in mean precipitation in the Northern Hemisphere, extreme changes in water availability, and increased
sea-level rise.!® Moreover, ecosystems are likely to not only lose their ability to absorb carbon but rather become
net sources of GHGs as the climate changes.!%?’ Ninety percent of accumulated energy is stored in the ocean,?!
which is reaching capacity for carbon absorption.??* The loss of heat and carbon sinks in ocean and land
ecosystems increases the amount of COz2 that will stay in the atmosphere, increasing and accelerating the radiative
forcing that drives increased warming, creating a cycle where the effects of climate change will drive even more

extreme changes in climate and temperature.?*

Mitigating the impacts of a changing climate represents a pressing environmental challenge for the State.
Extensive scientific data demonstrates the need for immediate worldwide action to reduce emissions from burning
fossil fuels and supports the conclusion that great benefits would accrue if fossil fuel-fired emissions are further
reduced through programs like RGGI. This section outlines the Department’s analysis of the need for the Program
revisions, principally the reduction in the CO2 emissions, cap and budget adjustments, and discusses the Program’s

considerable benefits.

updated 17% | January 2025
7 WMO, October 28, 2024 op cit.
18 Allen, M.R. et al. 2018 op cit.
Y WMO, October 28, 2024 op cit.
20 World Meteorological Association, Greenhouse Gas Bulletin No. 20- The State of Greenhouse Gases in the Atmosphere Based on Global
Observations through 2023, WMO 2024 https://library.wmo.int/idurl/4/69057.
2! Tbid.
22 Gruber, N., Bakker, D.C.E., DeVries, T. et al. Trends and variability in the ocean carbon sink. Nat Rev Earth Environ 4, 119-134 (2023).
https://doi.org/10.1038/s43017-022-00381-x.
23 United Nations Climate action, “1.5C: what it means and why it matters,” https://www.un.org/en/climatechange/science/climate-
issues/degrees-matter.
24 WMO, October 28, 2024 op cit.
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Air Quality and Public Health Benefits

Scientific projections of the Northeast climate show an increase in the number of extreme heat days and
humidity,?® which contributes to poor air quality and potentially puts larger numbers of people in the region at

risk for adverse health effects.

Higher temperatures, resulting from increased levels of GHG emissions and atmospheric concentrations,
contribute to conditions that enhance the formation of ground-level ozone. The presence of strong ultraviolet
radiation (sunlight), stable air masses, and ozone precursors such as volatile organic compounds (VOCs) and
oxides of nitrogen (NOx) promote ozone formation. The increased concentrations of ground-level ozone
contribute to respiratory illness in children, the elderly, and those with pre-existing illnesses. Higher CO2
concentrations, temperatures, humidity and longer growing seasons may increase pollen quantity and other
environmental allergens which in turn may exacerbate asthma and other chronic respiratory illnesses. Increased
temperature and precipitation levels also produce conditions favorable to the introduction or spread of vector-
borne illnesses such as Lyme disease, equine encephalitis, West Nile virus, and other diseases spread by

mosquitoes, ticks, and wild rodents.®

Air quality protection programs must account for the predicted changes in pollution levels and achieve the
public health benefits associated with the reduction of CO2 emissions from stationary source categories?’. In
addition to contributing to a 50% reduction in CO2 from affected power plants in New York, it is estimated that

the RGGI program has provided $1.7 billion in avoided public health costs in New York. Across the RGGI region,

25 New York State Climate Impacts Assessment Chapter 02: New York State's Changing Climate, https://doi.org/10.1111/nyas.15240
26 New York State Climate Impacts Assessment Chapter 07: Human Health and Safety, https://doi.org/10.1111/nyas.15244
*’NYS ECL Article 19
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it is estimated that the RGGI program helped avoid 16,000 respiratory illnesses, up to 390 heart attacks, and 300
to 830 deaths.?® These modeled results draw attention to the broad range of more immediate air pollution benefits
to public health that mitigating GHG emissions can provide. The regulation ensures significant ancillary public

health benefits by simultaneously reducing COz2 and other harmful pollutants.

Components of the Program Revisions

The reduction in the CO2 emissions cap trajectory toward alignment with emissions levels represents a
critical step to combat the significant challenges presented by climate change and to advance sound energy

policies that foster energy efficiency, a reduction in reliance on fossil fuels, and energy independence.

The Program revisions would cap regional emissions at approximately 69.8 million tons beginning in 2027
and would reduce that level by about 8.5 million tons per year through 2033, then decline by about 2.4 million
tons per year through 2037. The proposed cap decline between the existing 2027 cap of 75 million tons and the
2037 cap of about 9 million tons is roughly 88%. The proposed 2037 cap is 66 million tons lower than the existing

2027 cap. The reduction in emissions is about the same as removing 13.9 million cars from the road for one year.

After 2037, the regional cap would remain at about 9 million tons annually absent future revisions to the
Program. Any such future revisions would follow a regional Program Review process and updates to New York’s

Program would be implemented in New York through a subsequent rule making.

To provide flexibility and cost containment the Program revisions would expand the CCR program feature

28 Abt Associates. 2017. Analysis of the Public Health Impacts of the Regional Greenhouse Gas Initiative. Available at
https://www.abtassociates.com/insights/publications/report/analysis-of-the-public-health-impacts-of-the-regional-greenhouse-gas
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by adding an additional tier of allowances, increasing the number of allowances in the CCR, and establishing
prices for these new allowances. While the revisions to the Program retain the CCR program feature, the revisions
would increase the regional volume of allowances in the first CCR tier, CCR 1, to approximately 11.75 million
allowances and establish the second CCR tier, CCR 2, also at 11.75 million allowances starting in 2027. The
trigger price of CCR 1 would match the existing price of $19.50 in 2027 and increase 7% annually. The Trigger
Price for CCR 2 would be established at $29.25 in 2027 and increase 7% annually. Consistent with the existing
Program if the trigger price for CCR allowances is not reached then the allowances would not be auctioned or

offered for sale.

The proposed Program revisions eliminate the Emissions Containment Reserve (ECR) and increase the
minimum reserve price to the value of the existing ECR. The new minimum reserve price would be $9.00 in 2027

and increase 7% annually. No allowances would be auctioned below the minimum reserve price.

The proposed model rule revisions eliminate all offset categories. The proposed revisions to the Program
would remove the one remaining offset project type, for avoided methane emissions from agricultural manure
management operations. Any existing offset allowances awarded by a participating state prior to January 1, 2027,
are fully fungible within the constraints of the program. As of this proposal approximately fifty thousand offset
allowances had been awarded. Additional offset allowances are not anticipated to be awarded before January 1,

2027.

New York is proposing revisions to remove eligible biomass considerations from the Program. Following
the removal, no budget source would be able reduce their compliance obligation for CO2 emissions by burning

eligible biomass. Additionally, the proposed revisions would remove the eligible biomass provisions from the
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Voluntary Renewable Energy and Eligible Biomass (VREEB) set-aside as the only applicant to this set-aside
closed in 2023. The set aside would then be referred to as the Voluntary Renewable Energy Market (VREM) set
aside. These updates address a long-standing stakeholder concern that the burning of biomass without a
compliance obligation was contrary to the goals of the program and to address the elimination of the demand for
allowances under the set-aside. The proposed set-aside allocation would change from a flat annual amount
(900,000 tons) to an amount that reduces over time in alignment with New York’s decreasing budget. In the event
that demand for this set-aside exceeds the allowances available in a given year, the remaining set-aside allowances
from previous years may be retired on the behalf of the applicant. Under the program revisions, the Department
would also retain the right to proportionally distribute less VREM allowances than were applied for, if the amount

exceeded the available set-aside allowances.

New York is also proposing to reduce the annual volume of the LTC set-aside allocation over time and
stop setting aside allowances after the 2035 allocation year. The proposed revisions are anticipated to provide
adequate allowances for the one remaining applicant to complete its long-term contract at the end of 2035. The
annual allocation of allowance trajectory would eventually fall below the expected annual demand, so the
Department proposes to address the shortfall by allocating allowances to the applicant from unallocated

allowances remaining in the set-aside from previous allocation years.

The Department would continue to be able to transfer any unallocated allowances from either set-aside to

the EE&CET account.

The Program revisions would retain the interim compliance obligation. This program feature helps to
address the potential for a budget source to avoid its compliance obligation as a result of the business closing or

falling into bankruptcy prior to the third-year compliance obligation. In addition to demonstrating full compliance
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at the end of each three-year compliance period, regulated entities must also demonstrate that they are holding
allowances equal to at least 50% of their emissions at the end of the first two years in each three-year compliance

period.

The Program revisions would include clarification on reporting requirements. In the event of losing
Federal reporting requirements, the emission sources would be required to submit emissions data, using the
existing Federal reporting criteria, guidelines, and standards, to the Department?®. Additionally, the proposed
Program revisions include other minor clarifying edits and minor updates to all references. These updates are

recorded in updates to 6 NYCRR Part 200.

Benefits from the Program Revisions

Significant economic opportunities and environmental and health co-benefits such as reduced air pollution
and improved public health are expected from programs that mitigate GHG emissions. The proposed reduction
of the regional emissions cap by almost 90% from 2027 to 2037 would result in substantial CO2 emission
reductions, within the Participating States. The societal impact of emission reductions in New York could range
between $2.6 and $15.8 billion cumulatively between 2027 and 2037. These estimates are derived by multiplying
the value of carbon®® for CO2 by the modeled emission changes between reference and policy cases described in
the Costs section and other areas of this RIS. Table 1 below shows those emissions estimates and value of carbon

from specific years®!.

Table 1. Value of CO2 and Emission Reduction Estimates

Year

2027

2028

2029

2030

2031

2032

2033

2034

2035

2036

2037

Total

P NYS ECL Article 3 and 19.

39 https://dec.ny.gov/sites/default/files/2023-12/vocguide23final.pdf
31 Emission reduction values between modelled years are interpolated. Emissions reductions are in short tons.
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Value of CO2 §$ per
Metric Ton

219

223

226

230

234

237

241

245

248

252

256

N/A

Policy Case B
Emissions Reduction
(million tons)

0.45

0.64

0.82

1.0

1.27

1.54

1.39

1.24

1.09

0.91

0.73

12.2

Value of Case B
reduction (millions $)

99

142

185

230

297

366

335

304

270

229

186

2,641

Policy Case A
Emissions Reduction
(million tons)

0.95

2.54

4.13

5.72

6.08

6.44

6.92

7.41

7.89

8.35

8.80

71.9

Value of Case A
reduction (millions $)

209

566

933

1,31

511,422

1,527

1,669

1,815

1,957

2,103

2,253

15,768

In New York, auction proceeds continue to support additional GHG emission reductions through

investments in energy efficiency, renewable and clean energy and innovative carbon-abatement technologies, as

guided by the RGGI Operating Plan, which is updated annually.?? Further, ECL Section 75-0117 will continue to

have a goal that 40%, and a requirement that no less than 35%, of the overall benefits from such investments be

realized in DACs as highlighted in Appendix 2 of the RGGI Operating Plan Amendment.** Per NYSERDA

regulations, NYSERDA would continue to annually convene an advisory group of stakeholders representing a

broad array of energy and environmental interests to provide advice on how best to utilize auction proceeds to

implement the goals of the Program. The most recent version of the New York State Regional Greenhouse Gas

Initiative-Funded Programs Status Report for the quarter ending June 30, 2024, estimates cumulative annual

customer bill savings of $75

1'34

32 New York State Energy and Research Development Authority (NYSERDA). New York State’s Regional Greenhouse Gas Initiative
Investment Plan. https://www.nyserda.ny.gov/About/Funding/Regional-Greenhouse-Gas-Initiative/Useful-Documents.
33 New York State Energy and Research Development Authority (NYSERDA). 2025 Final RGGI Operating Plan Amendment.
https://www.nyserda.ny.gov/About/Funding/Regional-Greenhouse-Gas-Initiative/Useful-Documents.
34 New York State Energy and Research Authority, “New York State Regional Greenhouse Gas Initiative-Funded Programs Status

Report,” Quarter Ending June 30, 2024. https://www.nyserda.ny.gov/About/Publications/Program-Planning-Status-

Reports/RGGI-Reports
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Projected benefits from the revisions are detailed in a study completed by ICF International (ICF) that
estimates the macroeconomic impacts of the Program in the RGGI region. The study uses the Regional Economic
Models, Inc. Policy Insight™ (REMI) model, a multi-state structural economic forecasting and policy analysis
model that produces projections of employment, gross state product, and personal income.*> The macroeconomic
results reflect the potential impacts associated with the revisions to the Program (including the investment of
auction proceeds in an estimated portfolio of energy efficiency, clean energy and carbon abatement programs).
As with other analysis that supported the program review, REMI modeling included two policy cases, one of
which assumes full on-time achievement of state clean energy deployment targets (Case B), and one of which
assumes clean energy additions are mostly limited to currently contracted renewables (Case A), though the model
also allowed for some renewable energy additions when it is economic to do s0.3® The study estimates that the
cumulative changes in New York’s Gross State Product and Personal Income associated with the revisions to the
Program will be about $7 billion and $2.7 billion, respectively, for Case A (2022 dollars, calculated as the present
value of estimated annual changes over the period 2025 to 2040, discounted at 3% per year to account for the
time-value of money). The study estimates that the cumulative changes to New York’s Gross State Product and
Personal Income associated with revisions to the Program will be about $777 million and $1.7 billion,
respectively, for Case B. In the context of New York’s total Gross State Product and total Personal Income these

changes represent small but positive changes.

While the Operating Plan and macroeconomic modeling provide estimates of future benefits associated
with the investment of projected auction proceeds in New York, NYSERDA will continue to prepare quarterly

status reports that will include: a summary of program activities and implementation; an estimate of program

B RGGI Program Review: Economic Impact Modeling Results (ICF), August 2025. https://www.rggi.org/sites/default/files/Uploads/Program-
Review/Release/RGGI_Econ_Modeling_Results.pdf

36 While the 2025 Federal Budget Reconciliation Bill passed in July 2025 made significant adjustments to the Inflation Reduction Act (IRA)
tax credits for some energy technologies, the REMI modeling was already significantly underway and therefore does not reflect revised tax
credit availability.
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benefits; and an accounting of program costs and expenditures associated with the actual receipt of proceeds
through that point in time. The last quarterly progress report of the year also serves as an annual evaluation and
status report. The annual report would also provide information on the geographic distribution of Program funding

and benefits across the State.’’

The report for the quarter ending June 30, 2024, reflects benefits associated with spending through that
date.*® Table 2 below illustrates the estimated cumulative annual benefits (as of June 2024) at the portfolio and
program levels from all currently operational projects installed since the start of the existing Program. These
metrics, prepared by NYSERDA, represent the State’s best estimate of Program benefits to date and are adjusted

over time as individual programs are evaluated and results are adjusted based on those evaluation studies.

Table 2. Summary of Cumulative Annualized Portfolio Benefits through June 30, 20243%4
Benefits Results through June 2024
Net Greenhouse Gas Emission Savings (Annual Tons
2,003,108
COze)
Net Electricity Savings (Annual MWh) 1,787,167
Renewable Energy Generation (Annual MWh) 637,002
Net Natural Gas Savings (Annual MMBtu) 2,097,370
Net Fuel Oil Savings (Annual MMBtu) 2,390,030

37 https://www.nyserda.ny.gov/-/media/Project/Nyserda/Files/EE/RGGI/2024-RGGI-Operating-Plan.pdf
38 https://www.nyserda.ny.gov/-/media/Project/Nyserda/Files/Publications/Energy-Analysis/RGGI/R GGI-StatusReport-Q2-24-final .pdf
39 New York State Energy and Research Authority, “New York State Regional Greenhouse Gas Initiative-Funded Programs Status Report,
Quarter Ending June 30, 2024. https://www.nyserda.ny.gov/-/media/Project/Nyserda/Files/Publications/Energy-Analysis/RGGI/RGGI-
StatusReport-Q2-24-final.pdf
40 https://data.ny.gov/Energy-Environment/Fuel-Savings-by-Type-from-RGGI-Funded-Projects/3dbk-8jiw
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Net Propane Savings (Annual MMBtu) 75,543
Net Steam Savings (Annual MMBtu) 108,134
Net Wood Savings (Annual MMBtu) 25,885

Net Kerosene Savings (Annual MMBtu) 15,503

Net Gasoline Savings (Annual MMBtu) 8,203,655

Net Residual Oil Savings (Annual MMBtu) 1,528,231
Net Diesel Savings (Annual MMBtu) N/A
Net Coal Savings (Annual MMBtu) 536,745
Total Fuel Savings (Annual MMBtu) 14,981,097
Annual Energy Bill Savings to Participating Customers
732.5
($ Million)

NYSERDA projects the lifetime savings of the cumulative values in the table to result in expected fuel
savings of 240,936,879 MMBtu; electricity savings of 24,336,658 MWh,; bill savings of $11.7 billion; and CO2e
emission reductions of 36,501,708 tons. The annual values were converted to lifetime savings by including all
operational projects, projects under a signed contract, and projects with an application received that are not yet

operational.

Complementary GHG Programs in New York

The Program and the proposed revisions to the Program, along with Greenhouse Gas Exhaust Emission
Standards (6 NYCRR Part 218-8), CO2 Performance Standards for Major Electric Generating Facilities (6

NYCRR Part 251), Oil and Natural Gas Sector (6 NYCRR Part 203), Ozone Season Oxides of Nitrogen (NOx)
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Emission Limits for Simple Cycle and Regenerative Combustion Turbines (6 NYCRR Part 227-3) and the State’s
clean energy and energy storage commitments are part of a suite of components of New York’s comprehensive
GHG reduction policy. While not all target GHG emissions, working together, these programs benefit New York

by reducing GHG emissions.

Most notably, New York laws establish Statewide GHG emission reduction levels and renewable and clean
energy generation targets. In particular, ECL Section 75-0107 seeks a 40% reduction in Statewide GHG emissions
from 1990 levels by 2030, and an 85% reduction from 1990 levels by 2050. Moreover, Public Service Law Section
66-p establishes a target to generate 70% of the State’s electricity from renewable energy sources by 2030, and
to generate 100% of the State’s electricity from carbon-free sources by 2040. The proposed revisions to the
Program, including the additional reduction in the CO2 emissions budget and raising the minimum auction price,
further the objectives of these laws. Finally, the Climate Act also includes multiple provisions that recognize that
historically disadvantaged communities often suffer disproportionate and inequitable impacts from climate

change.

The Department established CO2 emission standards for new and non-modified existing fossil-fuel fired
major electric generating facilities under 6 NYCRR Part 251 (COz2 Performance Standards for Major Electric
Generating Facilities). The Program and Part 251 work together - RGGI sets an overall cap on CO2 emissions
from all new and existing fossil fuel-fired sources 25 MW and larger, as well as the smaller 15 MW sources
included after the second program review, while Part 251 sets a specific source-level CO2 emission rate limit on

all fossil-fuel fired sources 25 MW or larger.
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Emissions Leakage

Emissions Leakage means a reduction in emissions of GHGs within the State that is offset by an increase
in emissions of GHGs outside of the State.*! Emissions leakage relevant to the proposed revisions would be an
increase in CO2 emissions outside the RGGI region that may “net out” (or partially eliminate) a portion of the
emissions reductions made within the RGGI region. Emissions leakage is an important concept because electricity

is routinely transmitted across regional boundaries to meet economic and reliability objectives.

The RGGI Electricity Monitoring Staff Working Group (Staff Working Group) continues to analyze
potential emissions leakage and has issued 14 annual monitoring reports. The most recent report, issued on
February 27, 2025, summarized data for electricity generation, net electricity imports, and related CO2 emissions
for the Participating States during the three-year period of 2020-2022 relative to 2006 to 2008, a three-year base
period prior to the implementation of the RGGI program. Overall, according to the report, there was a decrease
in CO2 emissions and the CO2 emission rate (pounds of CO2 per megawatt hour, or Ib CO2/MWh) from non-RGGI
electric generation serving load in the 10-state RGGI region as compared to the base case (2006-2008) period.*?
Past RGGI Electricity Monitoring reports have either found no significant change or slight decreases in CO2
emissions and the COz2 emissions rate from non-RGGI electric generation service load in Participating States. In
other words, the RGGI Electricity Monitoring reports have provided no clear evidence of emissions leakage since

the start of the RGGI Program.

In order to estimate the amount of potential leakage associated with the revisions to the Program including

41 Environmental Conservation Law Article 75 section 0101
42 https://www.rggi.org/sites/default/files/Uploads/Electricity-Monitoring-Reports/2022_Elec_Monitoring_Report.pdf
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the cap reduction, the electricity sector modeling analysis estimated CO2 emissions in and outside of the region.
Cumulative COz2 projected emissions reductions were compared between the RGGI region and the Eastern
Interconnection®? (which includes the RGGI region) plus the eastern Canadian provinces. Similar to the last
Program review, the modeling analysis looked at cumulative emissions within the Participating States from 2025
to 2040 as compared to cumulative projected reductions in the entire Eastern Interconnect regions were used to

guide New York and the other Participating States in making the policy decisions under this Program review.

In addition to projections made through electricity sector modeling efforts, New York and the other
Participating States would continue to monitor for potential emissions leakage, by continuing to prepare additional
electricity monitoring reports. A number of Participating States including New York (see previously cited
Climate Act), are already moving to implement significant clean energy programs, including additional energy
efficiency investments, which help mitigate the effects of any emissions leakage if any were to occur. Another
means to address any emissions leakage, particularly in the form of leakage to sources located outside of the
RGGI region, is to include additional Participating States in the Program. New York has been closely monitoring
the efforts in both Pennsylvania and Virginia to become or continue to be Participating States. The RGGI
Participating States would expand coverage under the electricity monitoring portion of the Program to include

any new participating states.

Participating States envision continuing to engage in collaborative efforts supported by RGGI state staff
and informed by discussions with their respective Independent System Operators (ISOs), to monitor and track
relevant data to evaluate potential emissions leakage, and to work to address any emissions leakage that may be

identified through this tracking.

43 The Eastern Interconnection (EI) includes the eastern two-thirds of the continental United States (excluding most of Texas and Florida). The
Canadian portion includes Ontario east to the Maritime Provinces.
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Benefits Associated with the Program Revisions with Respect to the Auction and Allocation of Allowances to

Energy Efficiency and Clean Energy Technologies.**

Like the current Program, the proposed revisions would require the Department and NYSERDA to
continue to auction almost 100% of the allowances to ensure that the value of the cap-and-invest program inures
to the consumers who pay for the Program, while at the same time allows for the rapid distribution of allowances
into the marketplace, where generators subject to the Program may purchase them. In further support of these
goals, the auctions would continue to achieve, but would not be limited to the following objectives: achieving
fully transparent and efficient pricing of allowances; promoting a liquid allowance market by making entry and
trading as easy and low-cost as possible; being open to participation by the categories of bidders determined by
NYSERDA in consultation with the Auction Advisory Committee which meet the minimum financial
requirements; monitoring for and guarding against the exercise of market power and market manipulation; being
held as frequently as is needed to achieve design objectives; avoiding interference with existing allowance
markets; aligning well with wholesale energy and capacity markets; and not acting as a barrier to efficient

investment in relatively clean existing or new electricity generating sources.

NYSERDA’s New York CO2 Allowance Auction regulation, found at 21 NYCRR 507, establishes the
rules for conducting auctions of CO:2 allowances to be administered by NYSERDA as part of the Program. While
NYSERDA is revising this regulation to align Part 507 with the revisions to the Program, New York intends to
continue to participate in uniform regional auctions for the allowances that it would be offering for sale. As part

of the regional auction process, New York and the Participating States would continue to follow specific design

44 The Program is designed to allocate most of the CO2 allowances to the EE&CET Account (the “EE&CET Allocation”). The EE&CET
Allocation is administered by NYSERDA, which currently administers similar energy efficiency and clean energy technology programs, and
allowances in the account are sold in transparent allowance auctions. This allocation achieves the emissions reduction goals of the Program and
reduces impacts on consumers by promoting or rewarding investments in energy efficiency, renewable or non-carbon-emitting technologies,
innovative carbon emissions abatement technologies with significant carbon reduction potential, and/or the administration of the Program.
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elements for: reserve price; auction structure and format; allowance sale schedule; level of participation; treatment
of unsold allowances; notice of auctions; monitoring; and auction results. Additional details and rules for each
regional COz2 allowance auction are provided in the Auction Notice issued by New York and the Participating

States for each auction.

The Reserve Price is the minimum acceptable price for each COz2 allowance in a specific auction. The
reserve price at an auction is either the Minimum Reserve Price (MRP) or the Cost Containment Reserve (CCR)
trigger price, depending on the level of demand for allowances at the auction. The MRP is important for mitigating
the potential for auction prices to clear significantly below current market prices, due to tacit or explicit collusion,
weak competition, or to maintain a minimum rate of progress in reducing emissions below business as usual. The
revisions would add a second tier of CCR allowances known as CCR 2 allowances, while the CCR 1 trigger price
would match the trajectory of the current single-tier CCR starting in 2027, increasing 7% annually thereafter (see
Table 3 below). The CCR 2 trigger price would be set at $29.25 for 2027, 50% higher than the CCR 1 trigger

price, and would also increase 7% annually thereafter (see Table 3 below).

Table 3. CO2 CCR Trigger Price

Year Tier 1 Tier 2
2027 $19.50 $29.25
2028 $20.87 $31.30
2029 $22.33 $33.49
2030 $23.89 $35.83
2031 $25.56 $38.34
2032 $27.35 $41.02
2033 $29.26 $43.89
2034 $31.31 $46.96
2035 $33.50 $50.25
2036 $35.85 $53.77
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2037 $38.36 $57.53

The proposed Program revisions would also remove the ECR and raise the minimum reserve price to $9.00 in
2027. The minimum reserve price would then increase by 7% annually and match the existing ECR trigger price

trajectory as shown in Table 4 below.

Table 4. Minimum Reserve Price (previously ECR trigger price trajectory)

Year | 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037

Price | $9.00 | $9.63 | $10.30 | $11.02 $11.79 | $12.62 $13.50 | $14.45 $15.46 | $16.54 | $17.70

Allowance Apportionment

Apportionment is the term used to describe the process by which the Participating States propose to
distribute the regional emissions cap to individual state budgets. Under the proposed revisions, New York’s
budget is about 31.4% of the regional cap from 2027 through 2037 and subsequent years. This percentage is
calculated based, in part, on ten participating states and would change if additional states participate in the
Program. However, if additional states participate in the program New York’s numerical budget would not change

without regulatory revisions to the Program.

Allowance Set-Asides

The Department proposes to reduce, over time, the amount of CO2 allowances allocated to the LTC set-
aside accounts to align with decreasing demand for this set aside. The Department additionally proposes to end

this set-aside with the 2035 allocation year. The LTC set-aside was created when the Program began to address
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those sources that were already committed to long term contracts prior to the initial promulgation of the Program
and could not account for Program obligations within their existing contracts. As those preexisting contracts end
those sources are no longer eligible for the LTC set-asides. The Department also proposes to remove the eligible
biomass portion of the VREM set-aside and reduce the number of allowances for the set-aside over time. The
allocations to these set-asides would decrease in number to remain roughly the same percent of the budget over
time. The LTC set-aside would be roughly 7% of the budget, and the VREM set-aside would be reduced to less

than 1%. Allowances will be distributed to these set-asides as shown in Tables 5 and 6.

Table 5. VREM Set-Aside Allocation by year

2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 and each
year thereafter
200,000 | 175,000 | 150,000 | 125,000 | 100,000 | 75,000 | 50,000 | 42,857 | 35,714 | 28,571 21,429
Table 6. LTC Set-Aside Allocation by Year
2027 and 2028 2029 2030 2031 2032 2033 2034 2035
preceding years
1,500,000 1,451,836 | 1,244,431 | 1,037,026 | 829,621 | 622,216 | 414,810 | 355,552 296,293

The Department is proposing to reduce the size of the VREM set-aside as specified in subdivision 242-
5.3(c) to account for the updated base budget trajectory. If the current program allocation of 900,000 allowances
is maintained over the next ten years, this set aside would represent an increasing portion of the budget, growing
to almost 40% of the 2037 budget. Demand for this set-aside* has consistently been below the set-aside amount

resulting in a substantial bank of allowances. The proposed annual allocation of allowances to the VREM set-

45 The Department has retired about 180,000 allowances each year for applicants to allocation years 2021, 2022, and 2023.
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aside and bank of allowances is anticipated to cover demand for allowances from this set-aside. The eligible
biomass portion of this set-aside would be discontinued in part due to the closure of the only applicant for this
portion of the set-aside which accounted for between 400,000 and 500,000 allowances each year from the set-
aside, when it was operating. Additionally, other eligible biomass provisions in the regulation would be removed
from the Program as proposed in response to stakeholder concerns that those provisions were inconsistent with

the State’s efforts to seek emission reductions.

The proposed revisions to the Program would maintain the existing provisions for voluntary renewable
energy purchases. A voluntary renewable energy purchase is a purchase of electricity from renewable energy
generation or from renewable energy attribute credits by a retail electricity customer on a voluntary basis.
Renewable energy includes electricity generated from renewable energy systems as identified in Public Service
Law Section 66-p. The renewable energy generation or renewable energy attribute credits related to such
purchases may not be used by the generator or purchaser to meet any regulatory mandate, such as a Renewable
Portfolio Standard (RPS). The Department plans to evaluate the emission factor used in determining the number
of allowances to retire on behalf of each voluntary renewable energy purchase applicant when evaluating each
application in any year. If the applications for this set-aside exceed the allocation in any year, the Department
would maintain the proportional retirement provision in the set-aside, as well as the option to retire allowances in
the set-aside account from previous allocation years. Additionally, the Department would retain the option to
return any undistributed allowances from the set-aside to the EE&CET account or keep them in the set-aside

account for future retirement.

The LTC set-aside allocation as specified in subdivision 242-5.3(e) is proposed to be reduced to align with

reduction of the base budget and eventual end of long-term contracts eligible under the provisions of the set-aside.
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Since the long-term contract must have been entered into before March 2006 to be eligible, and the one remaining
applicant’s contract will expire January 1, 2036, there would no longer be a need to maintain the set-aside. The
current demand of roughly a million allowances from this set-aside has recently been less than the annual
allocation, creating a bank of LTC set-aside allowances. As the proposed annual allocation decreases on the new
trajectory through 2035, the demand would exceed the annual allocation, at which point excess allowances could
be allocated from the bank to meet the demand. The allocation trajectory and bank are anticipated to contain
adequate allowances to cover the final applicant’s demand through the end of their contract. The Department is
not proposing any changes to eligibility for this set-aside. The Department may retain allowances in this set-aside

for future allocation to applicants or transfer allowances to the EE&CET account.

Summary of Needs and Benefits

New York’s climate is changing, in part as a result of emissions from the burning of fossil fuels to generate
electricity; reducing emissions now will help reduce the risk and magnitude of future climate change. The proposed revisions
to the Program would reduce the emissions from New York power plants that cause and contribute to global climate change,
while at the same time promote energy efficiency and clean renewable energy in the State. The projected societal benefits
for avoiding emissions due to the Program revisions range between $2.6 and $15.8 billion. The EE&CET Allocation would
ensure that electricity consumers in a deregulated market receive the maximum benefits from the revised Program at the
least possible cost, and the investment of proceeds from the auction of allowances would provide further economic and
environmental benefit. The revisions to the Program are anticipated to continue the historical benefits from the investment
of proceeds that have resulted in annual bills savings of more than $732 million. The proposed revisions are anticipated to
continue to provide avoided public health costs due to reduced pollutants. Additionally, the Program helps to improve the
region’s energy security and reduce its exposure to higher energy prices. By creating a market incentive for low-carbon and
non-carbon electricity technologies and by promoting increased supply-side and demand-side efficiency, the Program
revisions reduce the Northeast’s long-term exposure to high fossil fuel energy prices. Efficiency improvements and
advances in new energy technology fostered by the Program revisions can help buffer the region from the considerable
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economic risks associated with continued dependence on these fuels.

COSTS

Introduction

In addition to the needs analysis, the Department, NYSERDA and the New York State Department of
Public Service (DPS) analyzed costs and impacts associated with compliance with the proposed revisions to the
Program. This section explains NYSERDA's analysis and includes a summary of the Integrated Planning Model
(IPM®) analysis conducted by ICF International (ICF). IPM® is a nationally recognized modeling tool used by
the EPA, state energy and environmental agencies, and private sector firms such as utilities and generation
companies. This section also discusses the Department’s analysis of the costs associated with State and local
government compliance and impacts from the revisions to the Program on the New York economy and customer
bills.**#74® It should be noted that the costs evaluated in this section reflect the revisions contemplated by the

then-Participating States at the end of the ten-state RGGI Program review.

Costs to the Regulated Sources and the Public

Reference Scenarios v. Policy Cases

Modeling analysis and review was coordinated by RGGI Inc. and New York staff and included input from

46 “RGGI Program Review: Economic Impact Modeling Results” by ICF, August 2025.
https://www.rggi.org/sites/default/files/Uploads/Program-Review/Release/RGGI_Econ_Modeling_Results.pdf
47 Bills Analysis (Analysis Group). July 2025: https://www.rggi.org/sites/default/files/Uploads/Program-
Review/Release/Program_Review Bills_Analysis.pdf
“IPM Electricity Sector Modeling (ICF). July 2025. https://www.rggi.org/sites/default/files/Uploads/Program-
Review/Release/RGGI_Program Review IPM Results.xIsx
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energy and environmental representatives from the Participating States and each regional ISO. To estimate the
potential impacts of the revisions to the Program, IPM® compared two versions of a future with several potential
policy revisions to the Program (Policy Cases) against two versions of Reference Cases (business as usual
scenario) that project how the electricity system would look if the Program remained unchanged and revisions
were not implemented. Both Reference Cases assume no further cap reductions after 2030, meaning the cap
remains flat after 2030. The modeling assumptions and input data were developed through a stakeholder process
with representatives from the electricity generation sector, business and industry, environmental advocates, and
consumer interest groups. Modeling results were then presented to stakeholders for review and comment

throughout the development of the revisions to the RGGI program.

IPM Modeling Framework

This Program Review utilized two “framings” for the analysis due to the uncertainty related to the pace

of clean energy resource deployment caused by a variety of factors.

Case B Framing

As a starting point, the Case B framing assumed that all RGGI participating states’ clean energy program
goals are achieved and assumed that the Inflation Reduction Act (IRA) of 2022 provides tax credits to incentivize

clean energy adoption.

Case A Framing

To provide a range of outcomes related to clean energy resource deployment, Case A framing was
developed to serve as a “bookend” to the Case B paradigm since it assumes that only currently contracted
renewables (at the time of analysis) would be added to the system through state clean energy programs. The IRA

was assumed to be in effect, and the IPM model could add more clean energy resources, if it was economic to do
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so. The Case A paradigm also includes less beneficial electrification, so load growth is considerably lower with

this framing.

A Reference scenario and a Policy scenario were modeled using each of these framings, resulting in the
creation of a Reference Case A, Policy Case A, Reference Case B, and Policy Case B. Key IPM modeling results

for these cases are described below.

Development of Reference Cases

Assumptions and sources of input data are specified in detail in the “IPM Electricity Sector Modeling”

released by Participating States on July 3, 2025.%

Key assumptions and data include regional electricity demand,
load shapes, transmission system capacities and limits, generation unit level operation and maintenance costs and
performance characteristics, fuel prices, new capacity and emission control technology costs and performance
characteristics, reserve margins and local reserve requirements, RPS requirements, national and state
environmental regulations, and financial market assumptions. All estimates are based on 2022 dollars. Regional
electricity demand growth projections, transmission capacities and limits, and near-term expected infrastructure

additions/retirements were obtained from regional ISO sources and augmented with input from the Participating

States.

For the Henry Hub natural gas price forecast assumption, a volume-weighted set of futures for 2024 and
2025 were used as the starting point; the 2030-2050 price projection from the U.S. Energy Information
Administration’s (EIA) 2023 Annual Energy Outlook Reference Case was used as long-term forecast, with linear

interpolation applied between 2025 and 2030. The price starts at $3.37/MMbtu (2022$) in 2025 and ends at

4 https://www.rggi.org/sites/default/files/Uploads/Program-Review/Release/RGGI_Program Review IPM_Results.xIsx
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$4.12/MMbtu (20228) in 2040.

A number of assumptions were used to develop the model, including:

1. the construction of new coal-fired plants was precluded to meet projected capacity shortfalls in the United
States unless they include carbon capture. There are no coal units in New York;

2. nuclear lifetimes were assumed to be 80 years, with plants allowed to retire earlier if firmly planned or if they
are not economically competitive in the model,

3. a national 3-pollutant policy (SO2, NOx, and mercury) that approximates the Cross-state Air Pollution Rule
(CSAPR) and the Mercury and Air Toxics Rule (MATS) is assumed, as well as the New Source Performance
Standards for GHG Emissions from New, Modified, and Reconstructed Fossil Fuel-Fired Electric Generating

Units (EGUs); Emission Guidelines for GHG Emissions from Existing Fossil-Fuel Fired EGUs.

Reference Case B Results

In 2028, solar, wind and other renewables represent 45% of in-state generation in Reference Case B, which
includes the assumption of timely achievement of New York’s clean energy targets. Fossil-fueled generation
represents 20% of in-state generation, while nuclear and hydroelectric generation represent 18% each. By 2037,
in-state fossil-fueled generation is down to 8%. Nuclear and hydroelectric each provide 12%; the absolute level
of generation in GWh is stable from these resources over this timeframe, but load grows significantly during the
modeled time horizon. The penetration of renewable generation in the state increases significantly to support the
achievement of the state’s clean energy targets, with solar, wind, and other renewables representing 68% of in-

state generation in 2037.

Additionally, New York increases its electricity exports gradually during the modeled time horizon, but
net imports also generally increase over time. Overall, New York has net imports of 15 TWh in 2028 and 12 TWh

in 2037.
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New York CO2 emissions in Reference Case B are projected to decrease from approximately 10.3 million

tons in 2028 to about 5.9 million tons in 2037. This decrease is primarily due to the change in generation mix

driven by clean energy policies, as described above.

This generation data was based on the IPM output for Reference Case B, displayed below. The generation

data in Table 7 below include generation from Linden and Bayonne, plants located in New Jersey.

Table 7. New York Reference Case B Net Generation (GWh)

Year 2028 2030 2032 2035 2037

Combined Cycle 25,872 22,193 21,886 23,091 19,256
Combustion Turbine 204 116 113 32 79
Oil/Gas 4,026 2,361 2,105 97 97
Nuclear 26,550 26,319 25,665 25,000 26,550
Conventional Generation Total 56,652 50,989 49,769 48,220 45,982
Hydro 27,089 27,156 27,116 28,361 27,405
Onshore Wind 12,092 24,137 28,160 34,202 37,894
Offshore Wind 17,151 25,609 33,656 45,727 52,208
Solar 36,242 40,686 46,793 54,694 63,904
Other Renewable 2,344 2,269 2,289 3,224 3,115
Renewable Generation Total 94,918 | 119,856 | 138,013 | 166,208 | 184,525
Total NY GWh 151,570 | 170,845 | 187,782 | 214,428 | 230,508

The emissions data for the Reference Case B is displayed in Table 8 below.

Table 8. Reference B Case CO2 Emissions (Million Tons)

Y ear 2028 2030 2032 2035 2037
CT 7.4 4.9 4.6 3.6 3.6
DE 1.5 1.7 0.9 1.1 1.4
ME 0.7 0.3 0.4 0.6 0.4
MD 4.0 3.8 4.2 4.2 4.3
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MA 5.5 5.0 5.1 54 3.0

NH 1.2 1.0 1.1 1.7 0.8
NJ 16.6 16.0 13.2 16.4 17.8
NY 10.3 7.7 7.4 6.8 59
RI 24 2.2 1.9 2.5 1.4
VT - - - - -
Total Emissions at Affected Plants

49.7 42.6 38.8 423 38.7
Eastern Interconnect without RGGI

914.9 702.5 550.5 522.8 463.2

Total Eastern Interconnect

965 745 589 565 502
Canada Eastern Interconnection and Quebec 14.2 14.3 15.6 13.5 14

Reference Case A Results

Again, the Case A framing assumes that only currently contracted renewables (at the time of analysis)
would be added to the system through the states’ clean energy programs. The IRA was assumed to be in effect,

and the IPM model could add more clean energy resources, if it was economic to do so.

In 2028, fossil-fueled generation accounts for 32% of in-state generation. Hydro-electric and nuclear
represent 21% and 19% of in-state generation, respectively. Solar, wind, and other renewables account for 28%
of in-state generation. By 2037, in-state fossil-fueled generation has risen to 40% of in-state generation. Hydro-
electric provides 18% and nuclear provides 17% in 2037. The level of renewable generation in GWh is fairly
consistent through 2037, but load grows over this timeframe, so renewables represent 25% of in-state generation

in 2037 (see Table 9 below).
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Table 9. New York Reference Case A Net Generation (GWh)

Year 2028 2030 2032 2035 2037
Combined Cycle 39,334 | 40,882 | 41,198 | 49,758 | 53,320
Combustion Turbine 388 434 410 633 677
Oil/Gas 2,442 3,565 5,233 4,909 6,283
Nuclear 25,754 | 25,693 | 26,391 25,831 25,791
Conventional Generation Total 67,918 70,573 73,232 81,131 86,071
Hydro 27,957 | 28,125 | 27,896 | 27,674 | 27,741
Onshore Wind 11,964 12,292 12,976 12,717 12,749
Offshore Wind 7,604 7,430 7,244 7,679 7,552
Solar 15,330 14,655 16,342 15,973 15,340
Other Renewable 2,564 2,554 2,545 2,543 2,512
Renewable Generation Total 65,419 65,056 67,003 66,586 65,895
Total NY GWh 133,337 | 135,629 | 140,236 | 147,716 | 151,966
The emissions data for the Reference Case A is displayed in Table 10 below.

Table 10. Reference A Case CO2 Emissions (Million Tons)

Y ear 2028 2030 2032 2035 2037
CT 7.8 6.9 5.8 4.4 4.5
DE 1.5 2.9 2.0 3.1 3.1
ME 0.8 0.1 0.2 0.5 0.3
MD 4.0 4.0 4.3 4.8 4.3
MA 5.7 5.5 5.2 5.6 5.2
NH 1.2 1.0 1.3 1.6 1.3
NJ 16.5 15.4 14.3 17.4 17.1
NY 15.0 16.5 17.7 21.2 22.7
RI
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2.5 2.5 2.6 29 2.5
VT - - - - -
Total Emissions at Affected Plants
54.9 54.8 53.5 61.4 61.1
Eastern Interconnect without RGGI 936.4 674.3 548.6 522.2 457.8
Total Eastern Interconnect
991 729 602 584 519
Canada Eastern Interconnect and Quebec 14.8 15 16.1 13.3 13.4

Program Design Assumptions for Policy Cases

The RGGI Program design for the Policy Cases sets the regional emissions cap in 2027 to 69,806,919
tons, which declines by 8.54 million tons per year on average thereafter through 2033. From 2034 through 2037,
the cap declines by 2.39 million tons per year on average to 7,479,313 tons in 2037. The 2025 Model Rule contains
provisions for two tiers of Cost Containment Reserve (CCR), which provide up to 11.75 million allowances each
per year. The CCR tier 1 trigger price matches the current CCR’s price trajectory of $19.50 in 2027, increasing
by 7% per year thereafter. The CCR tier 2 trigger price is set at $29.25 in 2027, also increasing by 7% per year
thereafter. If the entire first tier of CCR allowances is sold each year, the regional cap results in a 74% reduction
in 2037 relative to the 2025 cap; if both tiers of CCR allowances are exhausted each year, the regional cap results
in a 60% reduction. The Model Rule also removes the Emission Containment Reserve (ECR) while increasing
the minimum reserve price to match the previous ECR trajectory, which is $9.00 in 2027, increasing 7% annually
thereafter. The proposed 7% annual increase for the minimum reserve price is up from 2.5% under current

regulations. Lastly, the Policy Cases assume no use of offsets since their use is removed in the 2025 Model Rule.

In order to obtain New York specific results, several components between the Policy Cases and the

Reference Cases are compared, including generation mix, net electricity imports, changes in generation capacity,
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CO2 emissions, COz2 allowance prices, and wholesale and retail electricity price impacts.

Policy Case B vs. Reference Case B

Generation from fossil fuel units decreases in both cases, partially driven by the State’s clean energy target
achievement. Generation from renewables is essentially the same in both cases to support achievement of New
York’s clean energy targets. In Reference Case B, New York is a net importer of 12 TWh in 2037. In Policy Case
B, New York is a net importer of 14 TWh in 2037. This generation data was based on the differences between

IPM output for the Reference Case B and Policy Case B, which are displayed in Tables 11 and 12 below.

Table 11. New York Reference Case B Net Generation (GWh)
Year 2028 | 2030 | 2032 | 2035 | 2037
Combined Cycle 25872 | 22,193 | 21,886 | 23,091 | 19,256
Combustion Turbine 204 116 113 3 79
Oil/Gas 4,026 | 2361 |2105 |97 97
Nuclear 26,550 | 26319 | 25,665 |25,000 | 26,550
Conventional Generation Total 56,652 | 50,989 | 49,769 | 48,220 | 45,982
Hydro

27,089 | 27.156 | 27,116 |28.361 | 27,405
Onshore Wind 12,092 | 24,137 | 28,160 | 34,202 | 37.894
Offshore Wind 17,151 | 25,609 | 33,656 | 45,727 | 52,208
Solar 36,242 | 40,686 | 46,793 | 54,694 | 63,904
Other Renewable 2344 [2269 2289 |3224 |3.115
Renewable Generation Total 94,918 119’82 138’0; 166’23 184’52
Total NY GWh 151,53 170,82 187,72 214,4; 230,53

Table 12. New York Policy Case B Net Generation (GWh)
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Year 2028 | 2030 | 2032 | 2035 | 2037
Combined Cycle 24,639 | 20296 | 18363 |20.673 | 16.974
Combustion Turbine 246 104 161 63 23
Oil/Gas 3818 | 1924 | 1892 |97 97
Nuclear 26,550 | 26341 | 25,666 | 25,000 | 26,550
Conventional Generation Total 55,253 | 48,685 | 46,081 | 45,833 | 43,704
Hydro 27,086 | 27,160 | 27,116 | 28361 |27.436
Onshore Wind 12,092 | 24,137 | 28,160 | 34202 | 37.894
Oftshore Wind 17151 | 25.609 | 33.656 | 45,727 | 52.208
Solar 36242 | 40,686 | 46,793 | 54,694 | 63,904
Other Renewable 2321|2269 |2267 |3.046 |2.939
Renewable Generation Total 94,891 119’83 137’92 166’0:; 184’3§
Total NY GWHh 150,1: 168,52 184,0; 211,82 zzs,og

CO2 emissions in New York are projected to be 0.9 million tons lower in Policy Case B than in the Reference

Case B in 2037. Over the 2028-2037 time period, cumulative CO2 emission reductions from New York are

projected to be 12 million tons lower in Policy Case B as compared to Reference Case B. Emissions from affected

sources across the RGGI region are estimated to be 111 million tons (26%) lower under Policy Case B than under

Reference Case B for the 2028-2037 period. This emissions data is based on the differences between IPM output

displayed in Tables 13 and 14 below.

Table 13. Reference B Case CO2 Emissions (Million Tons)

Y ear 2028 2030 2032 2035 2037
CT 7.4 4.9 4.6 3.6 3.6
DE 1.5 1.7 0.9 1.1 1.4
ME 0.3 0.4
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0.7 0.4 0.6
MD 4.0 3.8 4.2 4.2 4.3
MA 5.5 5.0 5.1 5.4 3.0
NH 1.2 1.0 1.1 1.7 0.8
NJ 16.6 16.0 13.2 16.4 17.8
NY 10.3 7.7 7.4 6.8 59
RI 2.4 2.2 1.9 2.5 1.4
VT - - - - -
Total Emissions at
Affected Plants 49.7 42.6 38.8 423 38.7
Eastern Interconnect 9149 702.5 550.5 522.8 463.2
without RGGI
Total Eastern Interconnect

965 745 589 565 502
Canada Eastern 14.2 14.3 15.6 13.5 14
Interconnect and Quebec

Table 14. Policy Case B Case CO2 Emissions (Million Tons)
Year 2028 2030 2032 2035 2037

CT 7.1 32 33 3.6 34
DE 1.3 1.1 0.3 0.5 0.4
ME 0.5 0.2 0.4 0.5 0.2
MD 3.0 3.1 32 4.0 1.9
MA 53 3.7 4.2 5.1 2.3
NH 1.0 0.8 1.0 1.6 0.7
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NJ 11.4 9.9 7.1 8.9 7.4
NY 9.6 6.6 5.7 5.6 5.1
RI 2.4 1.7 1.9 2.5 1.3
VT - - - - -
Total Emissions at Affected Plants

41.6 30.5 27.2 323 22.7
Eastern Interconnect without RGGI 923.5 715.6 559.2 534.1 465.4
Total Eastern Interconnect

965 746 586 566 488
Canada Eastern Interconnect and Quebec 14.8 15 16.3 13.8 14.2

Under Reference Case B, CO2 allowance prices (the cost of complying with RGGI) are fairly constant

throughout the modeling timeframe and are at $2.52/ton (2022 dollars) in 2037, which is the Minimum Reserve

Price (MRP). The allowance price is at the MRP because the emissions cap is not binding under this scenario.

Under Policy Case B, CO2 allowance prices are projected to increase from approximately $8.55/ton (2022 dollars)

in 2028 to about $13.03/ton in 2037. The allowance price data is based on the IPM output for the Reference and

Model Rule Policy Cases and is displayed in Table 15 below.

Table 15. RGGI CO2 Allowance Price (202285)

Year 2028 2030 2032 2035 2037
Reference Case B
$2.50 $2.51 $2.52 $2.52 $2.52
Policy Case B
$8.55 $9.39 $10.31 $11.86 $13.03

Under the Policy Case B, New York’s wholesale electricity prices are projected to be $2.05/MWh (2022
dollars) higher in 2037 than in Reference Case B. Additional information about estimated bill impacts are

described below.

Policy Case A vs. Reference Case A
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Renewable generation stays relatively constant in Reference Case A, since State clean energy programs

are assumed not to foster significant additional resources beyond what is currently contracted. As a result, fossil-

based generation increases 43% from 42,164 GWh in 2028 to 60,280 GWh in 2037 under this scenario. In Policy

Case A, generation from solar, wind, and other renewables grows 37% from 37,442 GWh in 2028 to 51,113 in

2037. Hydro-electric output is largely constant but declines as a share of total generation in both Reference Case

A and Policy Case A. Generation from fossil fuel units grows 5% from 2028 to 2037 in Policy Case A but 43%

in Reference Case A. As a result, fossil-based generation is 22,363 GWh lower in 2037 in Policy Case A than in

Reference Case A, and renewable generation (including hydro-electric) is 13,154 GWh higher in the Policy Case

A in 2037. In Reference Case A, New York is a net importer of 25 TWh in 2037. In Policy Case A, New York is

a net importer of 36 TWh in 2037. This generation data was based on the differences between IPM output for the

Reference Case A and Policy Case A, which are displayed in Tables 16 and 17 below.

Table 16. New York Reference Case A Net Generation (GWh)

Year 2028 2030 2032 2035 2037
Combined Cycle 39,334 40,882 41,198 49,758 53,320
Combustion Turbine 388 434 410 633 677
Oil/Gas 2,442 3,565 5,233 4,909 6,283
Nuclear 25,754 25,693 26,391 25,831 25,791
Conventional Generation Total 67,918 70,573 73,232 81,131 86,071
Hydro 27,957 28,125 27,896 27,674 27,741
Onshore Wind 11,964 12,292 12,976 12,717 12,749
Offshore Wind 7,604 7,430 7,244 7,679 7,552
Solar 15,330 14,655 16,342 15,973 15,340
Other Renewable 2,564 2,554 2,545 2,543 2,512
Renewable Generation Total 65,419 65,056 67,003 66,586 65,895
Total NY GWh 133,337 | 135,629 140,236 | 147,716 | 151,966
Table 17. New York Policy Case A Net Generation (GWh)

Year ‘ 2028 2030 2032 2035 2037
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Combined Cycle

34,085 | 28,632 28.801 | 34391 | 34,549
Combustion Turbine 357 641 766 707 731
Oil/Gas 1,677 | 2,094 2,664 1,889 2,637
Nuclear 25,794 | 25,690 26259 | 25831 | 25,823
Conventional Generation Total 61,913 | 57,057 58,490 62,818 63,741
Hydro

28,029 | 28,157 27.887 | 27636 | 27.936
Onshore Wind 11,987 | 24,175 25294 | 24916 | 24,844
Ofishore Wind 7589 | 7.365 7,240 7,750 7711
Solar 15,387 | 14,522 16225 | 15857 | 16,127
Other Renewable 2479 | 2325 2393 | 2556|2432
Renewable Generation Total 65,471 | 76,543 79,038 78,715 79,049
Total NY GWh 127,384 133’63 137,529 | 141,533 | 142,790

COz2 emissions in New York are projected to be 9.8 million tons lower in Policy Case A than in the

Reference Case A in 2037. Over the 2028-2037 time period, cumulative CO2 emission reductions from New York

are projected to be 74 million tons lower in Policy Case A as compared to Reference Case A. Emissions from

affected sources across the RGGI region are estimated to be 277 million tons (48%) lower under Policy Case A

than under Reference Case A for the 2028-2037 period. This emissions data is based on the differences between

IPM output displayed Tables 18 and 19 below.

Table 18. Reference Case A CO2 Emissions (Million Tons)

Y ear 2028 2030 2032 2035 2037
CT 7.8 6.9 5.8 4.4 4.5
DE 1.5 2.9 2.0 3.1 3.1
ME 0.8 0.1 0.2 0.5 0.3
MD 4.0 4.0 4.3 4.8 4.3
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MA 5.7 5.5 52 5.6 52
NH 1.2 1.0 1.3 1.6 1.3
NJ 16.5 15.4 14.3 17.4 17.1
NY 15.0 16.5 17.7 21.2 22.7
RI 2.5 2.5 2.6 2.9 2.5
VT - - - - -
Total Emissions at Affected Plants

54.9 54.8 53.5 614 61.1
Eastern Interconnect without RGGI 936.4 674.3 548.6 522.2 457.8
Total Eastern Interconnect

991 729 602 584 519
Canada Eastern Interconnect and Quebec 14.8 15 16.1 13.3 13.4

Table 19. Policy Case A CO2 Emissions (Million Tons)

Year 2028 2030 2032 2035 2037
CT 7.1 4.0 4.7 3.0 3.0
DE 0.3 0.3 0.3 0.3 0.3
ME 0.3 - 0.2 0.2 -
MD 0.8 0.5 1.2 1.6 1.0
MA 5.0 3.7 4.2 4.3 3.1
NH 0.7 0.7 0.9 0.9 0.2
NJ 6.0 5.5 5.1 59 5.8
NY 12.2 10.2 10.6 12.5 13.0
RI 2.4 2.1 2.5 2.4 1.6
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VT

Total Emissions at Affected Plants

34.6 27 29.8 31.2 28
Eastern Interconnect without RGGI 958.4 695 567.1 541.7 474.1
Total Eastern Interconnect

993 722 597 573 502
Canada Eastern Interconnect and Quebec 15.4 15 16.7 13.6 14.9

Under Reference Case A, CO2allowance prices are relatively constant throughout the modeling timeframe

and are at $2.52/ton (2022 dollars) in 2037, which is the MRP. Again, the allowance price is at the MRP because

the emissions cap is not binding under this scenario. Under Policy Case A, CO2 allowance prices are projected to

increase from approximately $19.40/ton (2022 dollars) in 2028 to about $28.20/ton in 2037. The allowance price

data is based on the IPM output for the Reference and Model Rule Policy Cases and is displayed in Table 20

below.

Table 20. RGGI CO2 Allowance Price (20229)

Year 2028 2030 2032 2035 2037
Reference Case A
$2.50 $2.51 $2.52 $2.52 $2.52
Policy Case A
$19.40 $20.99 $22.71 $25.57 $28.20

Under Policy Case A, New York’s wholesale electricity prices are projected to be $6.20/MWh (2022

dollars) higher in 2037 than in Reference Case A. Additional information about estimated bill impacts are

described below.

Estimated Bill Impacts

Bill impact estimates for the 2028-2037 period were developed for the participating RGGI states by the
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Analysis Group (AG).>® Under this analysis, AG calculated consumer bills under the RGGI program update
(Policy Cases A and B) and compared them with estimated bills associated with current allowance and energy

price trajectories (Current Allowance Price Case).

IPM modeling provided information about wholesale energy and allowance prices and allowance proceeds
for the Policy Case A and B. The allowance prices for the Current Allowance Price Case were calculated using
the volume-weighted average of the twelve most recent auctions. A price trajectory through 2037 was then created
by scaling this value up by a discount rate of 5.59% (the rate used in the EPA IPM V6 modeling standard). This
allowance price trajectory was fed into the IPM model to create corresponding energy prices for the Current

Allowance Price Case. Prices in the Current Allowances Price Case are provided in the Table 21 below.

Table 21. RGGI CO2 Allowance Price (202285)
Y ear 2028 2030 2032 2035 2037
Current Allowance Price Case
$16.72 $17.88 $19.13 $21.16 $22.63
Policy Case A
$19.40 $20.99 $22.71 $25.57 $28.20
Policy Case B
$8.55 $9.39 $10.31 $11.86 $13.03

AG collected state-level data from the Energy Information Administration on electricity consumption and
T&D rates by customer class. IPM modeling additionally provides state-level projections of load growth to model
changes in electricity consumption over the modeling period. Net bill impacts are inclusive of the benefits
associated with the re-investment of proceeds. Investment dollars in energy efficiency, beneficial electrification,
and GHG abatement activities are modeled as a volumetric credit to electricity customers’ bills. Additionally, the
analysis accounts for the net cost impacts of indexed Renewable Energy Credits (RECs). Under indexed RECs,

increases in energy costs result in reduced REC costs, as REC prices are responsive to market conditions, moving

50 https://www.rggi.org/sites/default/files/Uploads/Program-Review/Release/Program_Review Bills_Analysis.pdf
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inversely with reference prices in energy or capacity markets. The proportion of renewable generation that is
served by indexed RECs in New York was determined and accounted for in the bill impacts analysis, which
resulted in relative reductions in bill impacts in most cases, as differences in energy costs were partially offset by

reductions in REC costs.

Comparison of Current Market Price Case vs. Policy Case B

This analysis compares the Current Allowance Price Case with Policy Case B, which reflects a future with
the updated RGGI policy, as reflected in the proposed revisions, and the full achievement of states’ clean energy
policies. When accounting for the benefits associated with the re-investment of proceeds, bill impacts are
forecasted to show an insignificant change and are estimated to decrease $0.24/month (-0.27%) for a
representative residential customer. Similarly, representative commercial and industrial customers are estimated

to experience a decrease of $2.17/month (-0.44%) and $82.67/month (-0.57%), respectively.

Comparison of Current Market Price Case vs. Policy Case A

This version of the analysis compares the Current Allowance Price Case with Policy Case A, which
reflects the updated RGGI policy, and proposed revisions, and a more pessimistic deployment of clean energy
resources. When accounting for the benefits associated with the re-investment of proceeds, bill impacts are again
forecasted to show an insignificant change and are estimated to decrease $0.10/month (-0.14%) for a
representative residential customer. Similarly, representative commercial and industrial customers are estimated

to experience a decrease of $0.93/month (-0.24%) and $35.50/month (-0.31%), respectively.

Sensitivity Runs
Sensitivity analyses were performed to assess the impact of updated price stability mechanisms that were

adopted in the Model Rule at the conclusion of program review. As discussed previously in this section, and
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elsewhere in this document, the Minimum Reserve Price (MRP) has been updated to match what was previously
the ECR’s price trajectory, while the CCR was expanded to two tiers activated at two different trigger prices.
Accordingly, the two policy scenarios were modified to remove the ECR/minimum reserve price and two CCR

tiers, resulting in Policy Case A without ECR/CCR and Policy Case B without ECR/CCR.

The sensitivity analysis clearly demonstrates the benefits of the price stability mechanisms included as
part of the program review. Notably, the price stability mechanisms reduce price variance between the two
scenarios, as observed in the figure below. Without a CCR, allowance prices in Policy Case A were 22% higher
in 2028 and 18% higher in 2037. Without a MRP, allowance prices in Policy Case B were 8% lower in 2028 and
15% lower in 2037. The sensitivity also reinforces the key differences between the policy cases: Policy Case A
reflects a more pessimistic level of renewable deployments that results in higher allowance prices that could trend

even higher in the absence of the updated CCR, while Policy Case B reflects more optimal renewable deployment
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outcomes that results in lower allowance prices that could trend even lower in the absence of the MRP.3!

For a more precise comparison of the different allowance prices resulting from the sensitivity analyses,

see the Table 22 below.

Table 22. RGGI CO2 Allowance Price (20228)

Year 2028 2030 2032 2035 2037
Policy Case A
$19.40 $20.99 $22.71 $25.57 $28.20
Policy Case A without ECR/CCR
$23.74 $25.38 $27.14 $30.00 $33.19
Policy Case B
$8.55 $9.39 $10.31 $11.86 $13.03
RGGI Allowance Price - "Stabilized"
60
50

Allowance Price (Nominal $/Ton)

2028 2030

Modeled allowance prices with stability mechanisms in place (solid lines) reduce price variation compared to
modeled prices with no stability mechanisms (dashed lines).

2032

2034

2036

Policy Scenario
under Case A

Policy Scenario
under Case B

*|Flat Cap

ST https://www.rggi.org/sites/default/files/Uploads/Program-Review/Release/Modeled_Stability Mechanisms.pdf
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Policy Case B without ECR/CCR
$7.89 $8.43 $9.02 $9.97 $11.03

Macro-economic Impacts
A macro-economic impact study of the Program was also conducted at the direction of the Participating
States through ICF to estimate the potential impact of the Program on the economies of Participating States. The
study used the REMI computer model. The macro-economic impacts were assessed for both Case A and Case B
relative to the Current Allowance Price Case that was also used for the analysis of bill impacts described earlier
in this section. As mentioned previously, the study concluded that the economic impacts of RGGI on the

economies of the Participating States, including New York, were generally positive, albeit small.

Under the Case B framing, the cumulative change in employment in New York associated with the
revisions to the Program is estimated to be about 646 additional job-years (less than 0.001%) over the period 2025
to 2040. A job-year is equivalent to one person employed for one year. Under the Case B framing, incremental
gross state product and personal income are estimated at $777 million (0.003%) and $1.7 billion (0.009%),

respectively (in fixed 2022 dollars with a 3% annual discount rate).

Under the Case A framing, the cumulative change in employment in New York associated with the
revisions to the Program is estimated to be about 54,928 additional job-years (0.025%) over the period 2025 to
2040. Under the Case A framing, incremental gross state product and personal income are estimated at $7 billion
(0.023%) and $2.7 billion (0.015%), respectively. The positive macro-economic benefits of Case A are generally
higher than Case B because Case A generates significantly more revenue for reinvestment relative to the Current

Allowance Price Case.
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Costs to State and Local Governments

State and local governments incur costs associated with compliance with the existing Program. The
Jamestown Board of Public Utilities (JBPU), a municipally owned utility, owns and operates the S.A. Carlson
Generating Station (SACGS). The Village of Freeport owns and operates Freeport Power Plant No. 2. Emissions
monitoring at SACGS and Freeport Power Plant No. 2 currently meets the monitoring provisions of the Program.
No additional monitoring costs would be incurred under the proposed revisions to the Program. Notwithstanding
this, just like any other owner or operator of any source subject to the Program, the JBPU and the Village of
Freeport would continue to need to purchase COz2 allowances equal to the number of tons of CO2 emitted. The
Department limited the analysis of costs to the purchase of allowances to comply with the Program and assumed
that the costs of allowances would be between $8.55 in 2028 and $28.20 in 2037 (in 2022 $) per ton for CO2
under the Program Case. To estimate total costs for SACGS under the Program, the Department reviewed 2022
through 2024 emissions from JBPU affected units. During that time period, Jamestown’s CO2 emissions ranged
from a low of 19,410 tons to a high of 41,731 tons. An estimate of compliance costs, based on these emissions
values, indicates that purchasing allowances to cover emissions would result in estimated costs between a low of
$165,955 and a potential high of $1.2 million annually. To estimate total costs for Freeport Power Plant No. 2
under the Program, the Department reviewed 2022 through 2024 emissions from Freeport’s affected units. During
that time period, Freeport’s emissions ranged from a low of 14,646 tons to a high of 34,421 tons. An estimate of
compliance costs, based on these emissions values, indicates that purchasing allowances to cover emissions would
result in estimated costs between a low of $125,223 and a potential high of $970,672 annually. The estimated
compliance costs in this paragraph are costs associated with compliance with the Program overall, meaning that
the incremental cost of compliance associated with the revisions to the Program would be less. The auctions
conducted from 2022 through 2024 averaged $15.61 per allowance. If SACGS and Freeport Power Plant No.2

acquired allowances at auction, the cost to cover their emissions under the existing program would range from
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$302,990 to $651,420 and $228,624 to $537,311 respectively for each year based on the range of emissions
described earlier. These existing program costs are within the range of modeled costs for the program revisions.
These incremental costs would eventually be passed on to the consumers of electricity from the JBPU and the
Village of Freeport similar to how the existing costs of the Program are passed along. The JBPU and the Village
of Freeport will also continue to incur costs associated with the administration of the revised Program. The

program administration costs are not anticipated to change due to the program revisions currently being proposed.

The JBPU and the Village of Freeport can utilize the flexibility inherent under the Program to comply.
Since the program has a three-year control period with the full compliance obligation at the end of the control
period and 50% compliance obligation after each of the first two years of the control period, the emission peaks
associated with electricity generation would be averaged out and more long-term planning options would be

available to SACGS and Freeport Power Plant No. 2.

Department Costs

The Department would continue to incur staff costs associated with the implementation of the proposed
Program, including staff resources to review monitoring plans submitted by generators and to analyze data
submitted to EPA to determine emissions and compliance obligations. Specifically, the Department requires
sufficient staff to: review and process set-aside applications; submit set-aside award requests for execution;
modify permits and inspect generator facilities, including the continuous emission monitors; and analyze the
Program’s effectiveness. It should be noted that the Department’s costs are expected to remain unchanged as a

result of the proposed Program revisions.

NYSERDA would also continue to incur costs to administer and evaluate the use of auction proceeds. The
Operating Plan is reviewed and revised on an annual basis by NYSERDA, informed by an advisory group of
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stakeholders and includes: 1) portfolio development criteria; 2) an anticipated schedule for implementation of the
programs; 3) descriptions of the measurement, verification, and evaluation methods that will be used to judge the
impacts and success of the programs; and 4) a quantification of NYSERDA’s costs for administration and
evaluation of the programs. It should be noted, that NYSERDA’s administrative and evaluation rates are not
expected to change as a result of the Program revisions. A significant portion of Program costs are allocated to
the operation and administration of the CO2 Allowance Tracking System (COATS) and conducting allowance

auctions. It is anticipated that these costs would not materially change in the future.

LOCAL GOVERNMENT MANDATES

This proposal is not a mandate specifically on local governments. The proposed Program would continue
to apply equally to any entity that owns or operates a subject source. Local governments would have no additional
compliance obligations as compared to other entities subject to the revised Program. The JBPU, a municipally
owned public utility, owns and operates the SACGS and the Village of Freeport owns and operates Freeport
Power Plant No. 2. JBPU contains three emission units at the SACGS and Freeport Power Plant No. 2 contains
two simple cycle turbines that are currently subject to the Program and would remain subject to the proposed
Program; no other additional record keeping, reporting, or other requirements would be imposed on local

governments.

PAPERWORK

Under the existing Program and the proposed revisions to the Program, the owners and operators of each
source and each unit at the source would retain the following documents for a period of 10 years from the date
the document is created:

1) account certificate of representation form,;

2) emissions monitoring information. CO2 budget sources are required to report emissions and allowance
Page 63 of 69



transfers via electronic means which will minimize the paperwork burden on sources;

3) copies of all reports, compliance certifications, and other submissions and all records made or required
under the program;

4) copies of all documents used to complete a permit application and any other submission under the
program or to demonstrate compliance with the program;

5) copies of all documents used to complete a consistency application and monitoring and verification
report to demonstrate compliance with the offset provisions of the program; and

6) copies of all documents required as part of an auction application.

For each control period in which one or more units at a source are subject to the CO2 budget emission
limitation, the CO2 authorized account representative of the source would submit to the Department, a compliance
certification report for each source covering all such units. This would be submitted by the March 1% following

the relevant control period for all units subject to the Program.

DUPLICATION
The emissions monitoring and reporting requirements of the proposed Program revisions are unchanged
from those of the existing Program and are consistent with or identical to those of the Title IV program, 6 NYCRR
Parts 243,244, 245 and 251. Since these requirements are identical, monitoring and reporting done for the Federal
program can be used to comply with the monitoring and reporting requirements of the revised Program. In the
event that Federal regulations for emissions monitoring are removed, reporting of this information to the
Department would remain and requirements would not be greater than in the existing CO2 Budget Trading

Program regulation.

ALTERNATIVES
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Alternatives Considered

No Action Alternative

The No Action alternative would leave the current Program in place. During program review, the
Department, along with DPS and NYSERDA, participated in a rigorous and comprehensive regional evaluation
of the Program supported by an extensive regional stakeholder process that engaged the regulated community,
environmental nonprofits, consumer and industry advocates, and other interested stakeholders. Through this
process, which started in 2021, the Department sought to ensure RGGI’s continued success - effectively reducing
CO2 emissions while providing benefits to consumers and the State. In the summer of 2025 New York along with
the other Participating States completed this comprehensive program review and announced a proposal to lower
the regional emissions cap through 2037, along with the other revisions as discussed above. Since the No Action
alternative would leave the Program unchanged, would not address the results of the regional Program Review
announced in July 2025, and would forgo the climate and health benefits from reducing emissions, it was not

selected.

Modeling Different Cap Alternatives

The Department as part of the Third Program Review considered different regional emissions cap levels
as additional alternatives, rather than the regional emission cap that will continue to be implemented under the
proposed Program. In order to determine the difference in the Program’s impact and to support program review,
the Participating States conducted REMI macroeconomic modeling, customer electricity bill analysis, and revised
electricity sector modeling using the IPM. Comprehensive electricity sector modeling and economic analysis was
considered to support evaluation of potential modifications to the Program. The most critical of these evaluations
was the assessment of different cap levels to identify the best path forward for reducing CO2 from the electricity

sector. Based on a review of all modeling iterations and after careful consideration, New York and the
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Participating States decided to propose to lower the regional COz2 emissions cap toward a trajectory that aligns
with each Participating States’ emission levels while maintaining flexibility features to ensure reliability and

affordability.

CCR, CCR Tiers and Program Flexibility Alternatives

Flexibility provided under the proposed Program maintains environmental integrity and provides
compliance alternatives for regulated sources. As previously described, compliance flexibility is inherent under a
cap-and-invest program as compared to traditional command-and-control regulation. Under the existing Program,
flexibility was provided through the CCR and offset provisions. The proposed revisions to the Program include

revisions to the CCR and removal of future offset projects.

Sensitivity runs were conducted to identify the price impacts of the program with CCR and without CCR
as described in the Sensitivity Run portion of this document. The design of the CCR reduced price impacts of the
program while maintaining emission reduction trajectory. The CCR allowances would be made available
immediately in any auction in which demand for allowances at prices above the CCR trigger price exceeded the
supply of allowances offered for sale in that auction prior to the addition of any CCR allowances. If the CCR is
triggered, the CCR allowances would only be sold at or above the CCR trigger price. The proposed revisions to
the Program would establish two tiers of CCR allowances. Both tiers of CCR would be establish at about 11.75
million allowances. New York’s portion of the total would be about 3.69 million allowances. The CCR trigger
price for tier 1 would be $19.50 in 2027 and tier 2 would be $29.25 in 2027, both trigger prices would increase at

7% per year.

In addition to the CCR, the existing flexibility provisions were reviewed. The proposed Program revisions

would retain the fungibility of existing offset allowances up to the compliance limit of 3.3%, while removing the
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eligibility of future offset projects. This selected alternative reflects the historic lack of RGGI program offset

projects while keeping the created offset allowances as a flexibility mechanism for budget sources.

FEDERAL STANDARDS

In December 2009, EPA issued findings concluding that current and projected concentrations of GHGs in
the atmosphere endanger the public health and welfare of current and future generations (the Endangerment
Finding).*? Following the Endangerment Finding, EPA has taken numerous additional actions under the CAA
regarding the regulation of GHG emissions. As a result of these actions, according to EPA, GHGs became “subject

to regulation” under the CAA as of January 2, 2011.

In 2024, the EPA adopted the New Source Performance Standards for Greenhouse Gas Emissions from
New, Modified, and Reconstructed Fossil Fuel-Fired Electric Generating Units; Emission Guidelines for
Greenhouse Gas Emissions from Existing Fossil Fuel-Fired Electric Generating Units; and Repeal of the
Affordable Clean Energy Rule. In June 2025, the EPA proposed repealing all GHG emissions standards for
fossil-fuel-fired power plants®* and while this proposed repeal is not final, the Department has not seen adequate
justification for such a repeal. While the repeal process is ongoing, the fact remains that it would have little impact
on New York State facilities and is not expected to have a meaningful impact in the State. Therefore, the proposed
revisions to the Program do not conflict with any Federal requirements under Section 111(d) of the CAA and

would offer greater certainty to the regulated community.

While stationary sources may be subject to Title V and Prevention of Significant Deterioration (PSD)

52 Endangerment and Cause or Contribute Findings for Greenhouse Gases Under Section 202(a) of the Clean Air Act, 74 FR 66496, December
15,2009
53 Docket ID No. EPA-HQ-OAR-2023-0072-8913
>4 Docket ID No. EPA-HQ-OAR-2025-0124
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permitting requirements for GHGs under the CAA, there are currently no specific CO2 emission standards for
stationary sources in the Federal regulations. In addition, PSD covers only new or modified sources. The revisions
to the Program are protective of public health and the environment in the absence of similar Federal emission
standards. The potential adverse impact to global air quality and New York State’s environment from CO>
emissions necessitates that New York State take action now to minimize CO; emissions that contribute to climate

change.

Due in part to the lack of a Federal program, the Department has determined that fossil fuel-fired electricity
generators must continue to reduce emissions of CO2now. As discussed previously in this document, the proposed
revisions to the Program - including most notably the reduction in the CO, emission cap - help to further this
objective. Although national and international action is needed, the efforts undertaken by New York and the
Participating States as part of revising the RGGI program will slow the rate and magnitude of climate change

thereby reducing the risk of injury to the State and its citizens.

As an environmental leader, New York has participated in efforts to develop national emissions reduction
programs for CO». The Department recognizes the benefits of a national program and will continue to advocate
for Federal programs and participate in national and regional initiatives to encourage the development of such
programs. In the event that a national market-based trading program is developed, it would be rigorously reviewed

for consistency with and timing of the Program.

COMPLIANCE SCHEDULE
The control periods and applicability under the Program would remain unchanged, with a CO2 allowance
transfer deadline of March 1 of each year for interim compliance and every third year for control period

compliance. The proposed revised Program would require affected sources already subject to the Program to
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continue to comply.

The proposed revisions to the Program retain the interim compliance periods, which are defined as each
of the first two years of a three-year control period. The first interim control period under the existing Program
was in 2015. Accordingly, at the end of each control period, the owners and operators of each source subject to
the Program must hold a number of CO2 allowances available for compliance deductions, as of the CO2 allowance
transfer deadline (midnight of March 1% or, if March 1% is not a business day, midnight of the first business day
thereafter), in the source’s compliance account that is not less than the total tons of CO2 emissions for the control
period, less the CO2 allowances deducted for the previous two interim control periods. In the first two calendar
years of each three year control period (interim control period), the owners and operators of each source subject
to the Program shall hold a number of CO2 allowances available for compliance deductions, as of the CO2
allowance transfer deadline (midnight of March 1% or, if March 1% is not a business day, midnight of the first
business day thereafter), in the source’s compliance account that is not less than 50% of the total tons of CO2
emissions for that interim control period. A unit is subject to the control period requirement starting on the later
of January 1, 2009, or the date the unit commences operation. A unit is subject to the interim control period
requirements of the Program starting on the later of January 1, 2015, or the date the unit commences operation.
Units 15 MW and larger that were located at an existing RGGI facility or two or more co-located 15 MW or larger
units were subject to both the interim control period and control period requirements on the later of January 1,

2021, or the date the unit commenced operation.

For each control period in which a CO2 budget source is subject to the Program, the CO2 authorized

account representative of the source must submit to the Department by the March 1% following the relevant control

period, a compliance certification report for each source covering all such units.
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6 NYCRR Part 242, CO> Budget Trading Program
6 NYCRR Part 200, General Provisions
21 NYCRR Part 507, CO2 Allowance Auction Program

Regulatory Impact Statement Summary

The Regional Greenhouse Gas Initiative (RGGI) is a cooperative, historic effort among
New York and nine Participating States, and is the first mandatory, market-based carbon dioxide
(COy) emissions reduction program in the United States. Since its inception in 2008, RGGI has
utilized a market-based mechanism to cap and cost-effectively reduce emissions that cause climate
change. Recently, New York along with the Participating States completed a comprehensive
program review and announced a proposal to lower the regional emissions cap established under
RGGI to approximately 69.8 million tons in 2027, declining about 89%, relative to the 2024 cap,
through 2037. To implement the updated RGGI program in New York State, the Department of
Environmental Conservation (Department) has proposed revisions to 6 NYCRR Part 242, CO»
Budget Trading Program (the Program) and 6 NYCRR Part 200, General Provisions. As the
auction administrator, the New York State Energy Research and Development Authority
(“NYSERDA™) has proposed revisions to the CO> Allowance Auction Program as set forth in Part

507, which are designed to complement revisions proposed by the Department.

The statutory authority to revise the Program derives primarily from the Department’s authority to
use all available practical and reasonable methods to prevent and control air pollution, as set out in
the ECL at Sections 1-0101, 1-0303, 3-0301, 19-0103, 19-0105, 19-0107, 19-0301, 19-0303, 19-

0305, 71-2103, 71-2105, 75-0101, 75-0103, 75-0105, 75-0107, and 75-0109. The Allowance



Auction Program (21 NYCRR Part 507) will also be revised by NYSERDA as part of this
rulemaking. The statutory authority to revise the Allowance Auction Program is derived from

NYSERDA'’s authority under PAL 1854 and 1855.

The Department complied with Sections 202-a, 202-b and 202-bb of the State
Administrative Procedures Act through an extensive regional program review process that
included public participation by all Participating States. New York and the Participating States
had committed to a comprehensive program review during the initial development of RGGI and
agreed to evaluate program success, program impacts, additional emissions reductions, and other
program revisions. The Participating States initiated the most recent program review in February
2021, with the release of a statement announcing the plan for the Third Program Review. The
Participating States and RGGI Incorporated (RGGI, Inc.) conducted at least six stakeholder
meetings and webinars during this third program review period, during which they obtained public
input on a number of program elements. Prior to each stakeholder meeting, agency staff and
RGGI, Inc. distributed pertinent material to participants via email and posted meeting documents
on the RGGI, Inc. website. The stakeholder meetings were open to the public and all interested
parties were encouraged to provide comment. All stakeholder comments were ultimately
considered in the development of the Updated RGGI Model Rule, which contained detailed model

regulatory text, and was released to the public on July 3, 2025.

The primary need for this rule making is to protect the health and welfare of New York
State residents and resources by incentivizing GHG emission reductions across the Northeast

Region, in support of the levels of the Climate Act.



New York State is already feeling the effects of climate change. In fact, the last 10 years
have been the hottest on record globally, with 2024 surpassing 2023 as the hottest on record at 1.55
°C above pre-industrial levels. Despite the commitment by national governments to limit global
warming to under 1.5 °C, global temperatures temporarily exceeded 1.5 °C for a 12-month period
for the first time in 2023 and again in 2024. As discussed in the most recent New York State
Climate Impacts Assessment and United Nations Adaptation Gap Report, the world has seen ocean
heat on the rise, extreme weather and climate events that have led to massive economic and human
losses, with detrimental impacts on human health, sustainable development and widening

inequalities. Disadvantaged communities are hardest hit and continue to bear the brunt of the

harmful effects of human-caused climate change.

Furthermore, there is an urgent need for states to carefully track and monitor GHG
emissions, as well as for communicating this information and understanding the increasing risk
from climate change. CO» concentrations in 2024 set a new record high of 422.1 parts per million
(ppm), an increase in atmospheric CO> concentrations of 2.9 ppm over the previous year. CO> is
accumulating in the atmosphere at a faster rate than ever before in human existence, and the long
life of CO» in the atmosphere amplifies future temperature increases. The world is on track to
maintain temperatures 1.5°C above pre-industrial levels and to see the impacts of climate tipping

points.



The reduction in the CO; emissions cap represents a critical step to combat the significant
challenges presented by climate change and to advance sound energy policies that foster energy

efficiency, a reduction in reliance on fossil fuels, and energy independence.

The Program revisions would cap regional emissions at approximately 69.8 million tons
beginning in 2027 and would reduce that level by about 8.5 million tons per year through 2033,
then decline by about 2.4 million tons per year through 2037. The proposed cap decline between
the existing 2027 cap of 75 million tons and the 2037 cap of about 9 million tons is roughly 88%.
After 2037, the regional cap would remain at about 9 million tons annually absent future revisions

to the Program.

To provide flexibility and cost containment the Program revisions would expand the CCR
program feature by adding another additional tier of allowances, increasing the number of
allowances in the CCR, and establishing prices for these new allowances. While the revisions to
the Program retain the CCR program feature, the revisions would increase the regional volume of
allowances in the first CCR tier to approximately 11.75 million allowances and establish the
second CCR tier also at 11.75 million allowances starting in 2027. The trigger price of CCR 1
would match the existing price of $19.50 in 2027 and increase 7% annually. The Trigger Price for
CCR 2 would be established at $29.25 in 2027 and increase 7% annually. The proposed Program
revisions eliminate the Emissions Containment Reserve (ECR) and increase the minimum reserve
price to the value of the existing ECR. The new minimum reserve price would be $9.00 in 2027

and increase 7% annually. No allowances would be auctioned below the minimum reserve price.



The proposed revisions to the Program would remove the one remaining offset project type
in NY, for avoided methane emissions from agricultural manure management operations. Any
existing offset allowances awarded by a participating state prior to January 1, 2027, are fully
fungible within the constraints of the program. Additional offset allowances are not anticipated to
be awarded before January 1, 2027.

New York is proposing revisions to remove eligible biomass considerations from the
Program. Following the removal, no budget source would be able reduce their compliance
obligation for CO» emissions by burning biomass. Additionally, the proposed revisions would
remove the eligible biomass portion of the Voluntary Renewable Energy and Eligible Biomass set-
aside. Allowing the burning of biomass without a compliance obligation was viewed by
stakeholders as against the goals of the program. The proposed revisions would change the set-
aside allocation from a flat annual amount to a number of allowances that reduces over time in
alignment with the decreasing New York budget. In the event that demand for this set-aside
exceeds the allowances set aside in a given year, the unretired allowances from previous years may

be retired on the behalf of the applicant.

New York is also proposing to reduce the annual volume of the Long-Term Contract set-
aside allocation over time and stop setting aside allowances with the 2035 allocation year. The
proposed trajectory is anticipated to provide adequate allowances for the one remaining applicant
to complete its long-term contract at the end of 2035. The annual allocation of allowances would
eventually fall below the expected annual demand, and the Department proposes compensating for
that by allocating allowances to the applicant from unallocated allowances in the set-aside from

previous allocation years.



Actions in New York will have local and statewide benefits. Significant economic
opportunities and environmental and health co-benefits such as reduced air pollution and improved
public health are expected from programs that mitigate GHG emissions. The proposed reduction of
the regional emissions cap by about 88% from 2027 to 2037 would result in substantial CO>
emission reductions, within the Participating States. The societal impact of emission reductions in

New York could range between $2.6 and $15.8 billion cumulatively between 2027 and 2037.

Projected benefits from the revisions are detailed in the Regulatory Impact Statement and
reflect the outcome of the policy adoption under a range of scenarios. The range of outcomes are
presented as the incremental impact from the comparison of the Current Allowance Price Case
with Policy Case B, which reflects a future with the updated RGGI policy and the full achievement
of states’ clean energy policies, and the incremental impact from the comparison of the Current
Allowance Price Case with Policy Case A, which reflects the updated RGGI policy and a more

pessimistic deployment of clean energy resources.

The macroeconomic modeling results conducted for the participating states reflect the
potential impacts associated with the revisions to the Program (including the investment of auction
proceeds in an estimated portfolio of energy efficiency, clean energy and carbon abatement
programs). The study estimates that the cumulative changes in New York’s Gross State Product
and Personal Income associated with the revisions to the program will be about $7 billion and $2.7
billion, respectively, for Case A and about $777 million and $1.7 billion, respectively, for Case B.

These are in 2022 dollars as the present value of estimated annual changes over the period 2025 to



2040. In the context of New York’s total Gross State Product and total Personal Income these

changes represent small but positive changes.

When accounting for the benefits associated with the re-investment of proceeds for Case B,
bill impacts are forecasted to show an insignificant change and are estimated to decrease
$0.24/month (-0.27%) for a representative residential customer. Similarly, representative
commercial and industrial customers are estimated to experience a decrease of $2.17/month (-

0.44%) and $82.67/month (-0.57%), respectively.

When accounting for the benefits associated with the re-investment of proceeds for Case A,
bill impacts are again forecasted to show an insignificant change and are estimated to decrease
$0.10/month (-0.14%) for a representative residential customer. Similarly, representative
commercial and industrial customers are estimated to experience a decrease of $0.93/month (-

0.24%) and $35.50/month (-0.31%), respectively.

The proposed Program revisions also include other minor clarifying edits and minor
updates to all references. These updates are also recorded in updates to 6 NYCRR Part 200.
Additionally, 21 NYCRR Part 507 would be updated to align with the adjustments to the CCR

feature and removal of the emissions containment reserve.



6 NYCRR Part 242, CO> Budget Trading Program
6 NYCRR Part 200, General Provisions
21 NYCRR Part 507, CO> Allowance Auction Program

Rural Area Flexibility Analysis

The Regional Greenhouse Gas Initiative (RGGI) is a cooperative, historic effort among New York and
nine Participating States! and is the first mandatory, market-based carbon dioxide (CO.) emissions reduction
program in the United States. Since its inception in 2008, RGGI has utilized a market-based mechanism to cap
and cost-effectively reduce emissions that cause climate change. Recently, New York along with the Participating
States, completed a comprehensive program review and announced a proposal to lower the regional emissions
cap established under RGGI to approximately 69.8 million tons in 2027, declining about 89%, relative to the 2024
cap, through 2037.%2 Accordingly, New York and the Participating States committed to propose revisions, pursuant
to state-specific regulatory processes, to their respective CO; Budget Trading Programs to further reduce CO»
emissions from power plants in the region. To implement the updated RGGI program in New York State, the
Department of Environmental Conservation (Department) has proposed to revise 6 NYCRR Part 242, CO, Budget
Trading Program (the Program) and 6 NYCRR Part 200, General Provisions. As the auction administrator, the
New York State Energy Research and Development Authority (NYSERDA) has proposed revisions to the CO;
Allowance Auction Program as set forth in Part 507, which are designed to complement revisions proposed by
the Department. The proposed revisions to the existing regulations would not have a negative impact on rural

areas of the State.

!'In addition to New York, the RGGI Participating States include: Connecticut, Delaware, Maine, Maryland, Massachusetts, New
Hampshire, New Jersey, Pennsylvania, Rhode Island, and Vermont. Pennsylvania is a Participating State as it has adopted regulations,
but it does not issue emissions allowances, require emission sources to surrender allowances, or participate in the auctions.

2 The Participating States released the Updated Model Rule on July 3, 2025, https://www.rggi.org/sites/default/files/Uploads/Press-
Releases/Press Release Program Review Announcement.pdf
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TYPES AND NUMBERS OF RURAL AREAS AFFECTED

The promulgation of the proposed Program revisions, the amendments to Part 200, and amendments to
Part 507 will apply equally to affected public and private sources statewide; rural areas will not be
disproportionately impacted. For purposes of this Rural Area Flexibility Analysis (RAFA), “rural area” means
those portions of the State so defined by Executive Law section 481(7), SAPA section 102(10). Under Executive
Law section 481(7), rural areas are defined as “counties within the state having less than two hundred thousand
population, and the municipalities, individuals, institutions, communities, programs and such other entities or
resources as are found therein. In counties of two hundred thousand or greater population, ‘rural areas’ means
towns with population densities of one hundred fifty persons or less per square mile, and the villages, individuals,
institutions, communities, programs and such other entities or resources as are found therein.” There are 44
counties in the State that have populations of less than 200,000 people and 71 towns in non-rural counties where
the population densities are less than 150 people per square mile. Of the 71 budget sources regulated by the
Program in 2024, 16 or 22.5 % were in rural areas. The revisions to the Program are not anticipated to add

additional budget sources in rural areas compared to sources in non-rural areas.

COMPLIANCE REQUIREMENTS
The revised Program will require affected sources already subject to the Program to continue to comply.
The Program revisions retain the interim and full compliance obligation. Units subject to the Program would
continue to be subject to both the interim control period and control period requirements on the later of January

1, 2027, or the date the unit commences operation.

COSTS
The Department, NYSERDA, and New York State Department of Public Service (DPS) analyzed costs,

including statewide impacts to jobs, total Gross State Product and total Personal Income, associated with
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compliance with the proposed revisions to the Program. As discussed below, this analysis concludes that the
proposed Program revisions will not disproportionately affect sources in rural areas of the State. Budget sources
located in rural areas are anticipated to face the same costs as those sources in non-rural areas due to the nature
of the regulation and the proposed revisions to it. These costs would be chiefly from potential changes in
allowance prices due to the requirement that all budget sources cover their emissions with allowances. The revised
Program will reduce the total supply of allowances and expand the total number of cost containment allowances
to balance the need to protect public health and welfare and continue industrial development. By revising the
Program, the Department is able to balance these competing interests and minimize any potential adverse impacts

of the revised Program.

To evaluate the potential cost impacts of the reduced CO» emissions cap and budget adjustments,
Integrated Planning Model (IPM®?) was used to compare a future case with the proposed Program (Program
Case) to a Reference Case (Business as Usual scenario) to project how the regional electricity system would
function if the Program remained unchanged and proposed revisions were not implemented. The modeling
assumptions and input data were developed through a stakeholder process, including representatives from the
electricity generation sector, business and industry, environmental advocates and consumer interest groups.
Subsequently, modeling results were presented to stakeholders for review and comment throughout the
development of the proposed Program revisions. For a greater explanation of the analysis and a summary of the

(IPM®) modeling conducted by ICF International (ICF), see the Regulatory Impact Statement.

A macroeconomic study of the Program was conducted to estimate the potential impact of the reduced

CO» emissions cap and the other Program revisions on the economies of the Participating States. The study, using

3 IPM® is a nationally recognized modeling tool used by the U.S. Environmental Protection Agency (EPA),
state energy and environmental agencies, and private sector firms such as utilities and generation companies.
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the REMI computer model, concluded that the impacts on the jobs, the economy and customer bills*> in New
York would be generally positive, albeit relatively small. The estimated cumulative, positive change in
employment in New York associated with the Program revisions will be between about 646 additional job-years
(a change of less than 0.001%) and 54,928 additional job-years (a change of 0.025%) over the period 2025 to
2040. A job-year is equivalent to one person employed for one year. Further, the study estimates that the
cumulative changes in New York’s Gross State Product associated with the Program revisions will be between
approximately $777 million (0.003%) and $7 billion (0.023%) (in fixed 2022 dollars with a 3% annual discount
rate). Cumulative changes in Personal Income associated with the Program revisions are estimated to be between
$1.7 billion (0.009%) and $2.7 billion (0.015%). Although these cumulative changes are minimal, they represent

positive impacts for total State employment, total Gross State Product and total Personal Income.

MINIMIZING ADVERSE IMPACT

The Department will implement the proposed Program revisions through a cap-and-invest program
because allowance and market-based systems are the most cost-effective means for implementing emission
reductions from stationary sources. The regulatory flexibility inherent in a cap-and-invest program that allows for
interstate trading of emission allowances will not disproportionately affect sources in rural areas of the State and
best enables the Department to balance the competing interests of the protection of the public health and welfare
with continued industrial development of the State. By revising future allowances budgets through 2037 and
beyond these Program revisions allow affected budget sources to plan compliance decisions. The budget sources
may acquire and bank allowances for future use or acquire only the allowances necessary to meet each annual
compliance deadline. By revising the Program, the Department is further able to balance these competing interests

and minimize any potential adverse employment impacts of the revised Program

4 RGGI Program Review: REMI Modeling Results (ICF), RGGI_Program_Review_IPM_Results.xIsx
5 https://www.rggi.org/sites/default/files/Uploads/Program-Review/Release/Program_Review_ Bills_Analysis.pdf
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https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.rggi.org%2Fsites%2Fdefault%2Ffiles%2FUploads%2FProgram-Review%2FRelease%2FRGGI_Program_Review_IPM_Results.xlsx&wdOrigin=BROWSELINK

RURAL AREA PARTICIPATION

The Department complied with Sections 202-a, 202-b and 202-bb of the State Administrative Procedures
Act through an extensive regional program review process that included public participation by all Participating
States. All six public outreach sessions conducted from October 2021 to September 2023 for this program review
were open to the public and recordings and meeting materials are available on the RGGI, Inc. website. The
Department will ensure public input on the proposed revisions to the regulations by issuing public notices in the
State Register and the Department’s Environmental Notice Bulletin; holding a comment period of at least 60 days
and conducting public hearings. Interested parties, including those in rural areas, will have the opportunity to
submit written comments and participate in the public hearings. The Department will also post relevant rule

making documents on their website for public access.
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6 NYCRR Part 242, CO> Budget Trading Program
6 NYCRR Part 200, General Provisions
21 NYCRR Part 507, CO> Allowance Auction Program

Job Impact Statement

NATURE OF IMPACT

The Regional Greenhouse Gas Initiative (RGGI) is a cooperative, historic effort among New York and
nine Participating States! and is the first mandatory, market-based carbon dioxide (CO,) emissions reduction
program in the United States. Since its inception in 2008, RGGI has utilized a market-based mechanism to cap
and cost-effectively reduce emissions that cause climate change. Recently, New York along with the
Participating States, completed a comprehensive program review and announced a proposal to lower the
regional emissions cap established under RGGI to 69.8 million tons in 2027, declining about 89%, relative to
the 2024 cap, through 2037.2 Accordingly, New York and the Participating States committed to propose
revisions, pursuant to state-specific regulatory processes, to their respective CO> Budget Trading Programs to
further reduce CO> emissions from power plants in the region. To implement the updated RGGI program in
New York State, the Department of Environmental Conservation (Department) has proposed to revise 6
NYCRR Part 242, CO, Budget Trading Program (the Program) and 6 NYCRR Part 200, General Provisions. As
the auction administrator, the New York State Energy Research and Development Authority (NYSERDA) has
proposed revisions to the CO2 Allowance Auction Program as set forth in Part 507, which are designed to

complement revisions proposed by the Department.

! In addition to New York, the RGGI Participating States include: Connecticut, Delaware, Maine, Maryland, Massachusetts, New
Hampshire, New Jersey, Pennsylvania, Rhode Island, and Vermont. Pennsylvania is a Participating State as it has adopted regulations,
but it does not issue emissions allowances, require emission sources to surrender allowances, or participate in the auctions.

2 The Participating States released the Updated Model Rule on July 3, 2025, https://www.rggi.org/sites/default/files/Uploads/Press-
Releases/Press Release Program Review Announcement.pdf
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The Department, NYSERDA and the New York State Department of Public Service (DPS) analyzed
costs, including impacts to jobs, total Gross State Product and total Personal Income, associated with
compliance with the proposed revisions to the Program. As discussed below, this analysis concludes that the
proposed revisions to the Program would result in positive increases in jobs, Gross State Product, and total
Personal Income, although the gains are small in magnitude, which is consistent with the analysis from previous
program reviews. At the direction of New York and Participating States, ICF International conducted a
macroeconomic impact study using the “Regional Economic Models, Inc. Policy Insight™ (REMI)” model.
The macroeconomic results reflect the potential impacts associated with the revisions to the Program (including
the investment of auction proceeds in an estimated portfolio of energy efficiency, clean energy and carbon
abatement programs). As with other analysis that supported the program review, REMI modeling included two
policy cases, one of which assumes full on-time achievement of state clean energy deployment targets (Case B),
and one of which assumes clean energy additions are mostly limited to currently contracted renewables (Case
A). The study estimates that the cumulative changes in New York’s Gross State Product and Personal Income
associated with the revisions to the Program will be about $7 billion (0.023%) and $2.7 billion (0.015%),
respectively, for Case A (2022 dollars, calculated as the present value of estimated annual changes over the
period 2025 to 2040, discounted at 3% per year to account for the time-value of money). Under the Case A
framing, the cumulative change in employment in New York associated with the revisions to the Program is
estimated to be about 54,928 additional job-years (0.025%) over the period 2025 to 2040. The study estimates
that the cumulative changes to New York’s Gross State Product and Personal Income associated with revisions
to the Program will be about $777 million (0.003%) and $1.7 billion (0.009%), respectively, for Case B. Under
the Case B framing, the cumulative change in employment in New York associated with the revisions to the
Program is estimated to be about 646 additional job-years (<0.001%) over the period 2025 to 2040. In the

context of New York’s total Gross State Product, total Personal Income, and total employment in job years
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these changes represent small but positive changes.
The nature of the proposed Program revisions, generally described above and discussed more thoroughly
in the accompanying Regulatory Impact Statement, is such that they clearly would not have an adverse impact

on jobs and employment opportunities.

CATEGORIES AND NUMBERS AFFECTED
As indicated above, the Department, NYSERDA and DPS analyzed costs, including impacts to jobs,
total Gross State Product and total Personal Income, associated with compliance with the proposed revisions to
the Program. Modeling analysis and review was coordinated by RGGI Inc. and New York staff, and included
input from energy and environmental representatives from the Participating States and each regional

Independent Systems Operator.

To evaluate potential cost impacts of the reduced CO> emissions cap and budget adjustments, Integrated
Planning Model (IPM®)? was used to compare a future case with the proposed Program revisions (Program
Case) to a Reference Case (Business as Usual scenario) to project how the regional electricity system would
function if the Program remained unchanged and proposed revisions were not implemented. The modeling
assumptions and input data were developed with input from a stakeholder process, including representatives
from the electricity generation sector, business and industry, environmental advocates and consumer interest
groups. Subsequently, modeling results were presented to stakeholders for review and comment throughout the
development of the proposed Program revisions. For a greater explanation of the analysis and a summary of the

IPM® modeling conducted by ICF International (ICF), see Regulatory Impact Statement.

3 IPM® is a nationally recognized modeling tool used by the U.S. Environmental Protection Agency (EPA), state energy and
environmental agencies, and private sector firms such as utilities and generation companies.
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Utilizing New York’s Investments of RGGI Allowance Proceeds and output data from IPM®, the REMI
macroeconomic study estimates that the impact of the remainder of the proposed Program revisions* on the
economies of the Participating States, including New York, were generally positive, albeit small. Under the
Case B framing, the cumulative change in employment in New York associated with the revisions to the
Program is estimated to be about 646 additional job-years (<0.001%) over the period 2025 to 2040. A job-year
is equivalent to one person employed for one year. Under the Case B framing, incremental gross state product
and personal income are estimated at $777 million (0.003%) and $1.7 billion (0.009%), respectively (in fixed
2022 dollars with a 3% annual discount rate). Under the Case A framing, the cumulative change in employment
in New York associated with the revisions to the Program is estimated to be about 54,928 additional job-years
(0.025%) over the period 2025 to 2040. Under the Case A framing, incremental gross state product and personal

income are estimated at $7 billion (0.023%) and $2.7 billion (0.015%), respectively.

REGIONS OF ADVERSE IMPACT

No specific regions of the State are anticipated to face direct adverse impacts, this is a statewide
program and impacts on jobs and bills are anticipated to be very minor and positive. A statewide analysis of the
impacts of these revisions on electricity prices in New York State was performed. The analysis predicts that
New York’s wholesale electricity prices are projected to be between $2.05/MWh and $6.20/MWh (2022
dollars) higher in 2037 than the Reference Cases. While wholesale electricity prices are projected to increase,
after accounting for the investment of auction proceeds in efforts such as energy efficiency and the benefits of
indexed Renewable Energy Credits, ratepayer costs are expected to slightly decrease over time. Under Policy
Case A, bill impacts are estimated to decrease $0.10/month (-0.14%) for a representative residential customer.

Similarly, for representative commercial and industrial customers bill impacts are estimated to decrease

4 The estimated impact of the RGGI Program is the increment calculated as the difference between the Reference Case and the “91
Cap Bank MR IPM Scenario.”
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$0.93/month (-0.24%) and $35.50/month (-0.31%), respectively. Under Policy Case B, bill impacts are
estimated to decrease $0.24/month (-0.27%) for a representative residential customer. Similarly, for
representative commercial and industrial customers bill impacts are estimated to decrease $2.17/month (-0.44%)

and $82.67/month (-0.57%), respectively.

MINIMIZING ADVERSE IMPACT
The Department would implement the proposed Program revisions through a cap-and-invest program
because allowance-based cap-and-invest systems are a cost-effective means for implementing emission
reductions from large stationary sources. The regulatory flexibility inherent in a cap-and-invest program, as well
as the flexibility provided under the revisions to the Program, including the expanded CCR, and adjustment of
set-asides, helps to ensure continued reliability and adequacy of the State’s electricity supply, assists in the
furtherance of public health, and is necessary for continued industrial development and preservation of physical

property, while minimizing any potential adverse employment impacts.

SELF-EMPLOYMENT OPPORTUNITIES
The proposed regulations are not expected to have a measurable impact on self-employment

opportunities.
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6 NYCRR Part 242, CO> Budget Trading Program
6 NYCRR Part 200, General Provisions
21 NYCRR Part 507, CO> Allowance Auction Program

Regulatory Flexibility Analysis for Small Businesses and Local Governments

The Regional Greenhouse Gas Initiative (RGGI) is a cooperative, historic effort among New York and nine
Participating States and is the first mandatory, market-based carbon dioxide (CO;) emissions reduction program
in the United States. Since its inception in 2008, RGGI has utilized a market-based mechanism to cap and cost-
effectively reduce emissions that cause climate change. Recently, New York along with the Participating States,
completed a comprehensive program review and announced a proposal to lower the regional emissions cap
established under RGGI to approximately 69.8 million tons in 2027, declining about 89%, relative to the 2024
cap, through 2037. Accordingly, New York and the Participating States committed to propose revisions, pursuant
to state-specific regulatory processes, to their respective CO, Budget Trading Programs to further reduce CO»
emissions from power plants in the region. To implement the updated RGGI program in New York State, the
Department of Environmental Conservation (Department) has proposed revisions to 6 NYCRR Part 242, CO»
Budget Trading Program (the Program) and 6 NYCRR Part 200, General Provisions. As the auction administrator,
the New York State Energy Research and Development Authority (“NYSERDA”) has proposed revisions to the
CO» Allowance Auction Program as set forth in Part 507, which are designed to complement revisions proposed
by the Department. The revisions to the Program continue to ensure significant ancillary public health benefits

by simultaneously reducing CO, and other harmful pollutants.

EFFECT ON SMALL BUSINESSES AND LOCAL GOVERNMENTS
No small businesses would be directly affected by the adoption of the Program revisions. The only local

governments affected by the revisions to the Program would be the Jamestown Board of Public Utilities (JBPU),
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a municipally owned utility which owns and operates the S. A. Carlson Generating Station (SACGS), and the
Village of Freeport, which owns and operates the Freeport Power Plant No. 2 (FPPN2). These two local
governments are currently complying with the regulation and would continue to experience the impact of the
Program in relation to their continued operation of the listed power plants. The costs associated with the revisions
to the Program would be similar to those incurred by other privately held sources and would depend upon each

entity’s need to solicit consultants or contractors for its compliance.

COMPLIANCE REQUIREMENTS

The proposed rule lowers the number of allowances available for compliance each year 2027 through
2037, increases the volume of cost containment reserve allowances and establishes a second tier of these
allowances at a higher reserve price, and additional measures as more fully described in the accompanying
Regulatory Impact Statement. The JBPU, as owner and operator of the SACGS, and the Village of Freeport, as
owner and operator of Freeport Power Plant No. 2, would need to continue to comply with the Program. The local
governments have no new compliance requirements, the impact of the revisions to the regulations will mostly be
felt through the reduction in regionally available allowances as the regional cap decreases through 2037. This

impact is lowered by the increased availability of cost containment reserve allowances.

PROFESSIONAL SERVICES
There are two local governments affected by the revisions to the Program, the Jamestown Board of Public
Utilities (JBPU) and the Village of Freeport, and like privately held sources, they may need to solicit professional
consultants and contractors for continued compliance with the Program. The revisions to the Program are not
anticipated to change the professional services required by local governments. The Department also confirmed
that no capital improvements to plant operations will be needed for JBPU’s or the Village of Freeport’s

compliance with the Program revisions.
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COSTS

A limited number of local governments will incur costs. The Jamestown Board of Public Utilities (JBPU),
a municipally owned utility, owns and operates the S.A. Carlson Generating Station (SACGS). The Village of
Freeport owns and operates Freeport Power Plant No. 2(FPPN2). Emissions monitoring at SACGS and FPPN2
currently meets the monitoring provisions of the Program, and no additional monitoring costs will be incurred
under the revisions to the Program. Notwithstanding this, just like any other owner or operator of any source
subject to the Program, the JBPU and the Village of Freeport will need to purchase CO; allowances equal to the
number of tons of CO» emitted. The Department limited the analysis of costs to the purchase of allowances to
comply with the Program and assumed that the costs of allowances will be between $8.55 in 2028 and $28.20 in
2037 (in 2022 $) per ton for CO; under the proposed revisions. To estimate total costs for SACGS and FPPN2,
the Department reviewed 2022 through 2024 emissions from affected units. An estimate of compliance costs,
based on these emissions values, indicates that purchasing allowances to cover emissions would range between a
low of $165,955 and a high of $1.2 million annually for SACGS and between a low of $125,223 and a high of
$970,672 annually for FPPN2. These costs will eventually be passed on to the consumers of electricity from the
JBPU and the Village of Freeport. The estimated compliance costs in this paragraph are costs associated with
compliance with the Program overall, meaning that the incremental cost of compliance associated with the
revisions to the Program would be less. The Department limited the analysis of existing costs by evaluating recent
auction prices and CO; emissions for these two local governments. The auctions conducted from 2022 through
2024 averaged $15.61 per allowance. If SACGS and FPPN2 acquired allowances at auction, the cost to cover
their emissions under the existing Program would range from $302,990 to $651,420 and $228,624 to $537,311
respectively for each year based on the range of emissions described earlier. These existing Program costs are
within the range of modeled costs for the Program revisions, the low estimate of costs for the Program revisions

is about 45% lower than existing costs and the high estimate of costs for the Program revisions is about 80%
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higher than the existing costs. The Program administration costs for these local governments are not anticipated

to change due to the Program revisions.

The JBPU and the Village of Freeport can utilize the flexibility inherent under the Program to comply. Since the
program has a three-year control period with the full compliance obligation at the end of the control period and
50% compliance obligation after each of the first two years of the control period, the emission peaks associated
with electricity generation will be averaged out and more long-term planning options will be available to SACGS

and FPPN2. No small businesses would be directly affected by the adoption of the revisions.

MINIMIZING ADVERSE IMPACTS

The promulgation of the revisions to the Program and the amendments to 6 NYCRR Part 200 do not
directly affect small businesses. Only two local governments are affected by the revisions to the Program, the
JBPU and the Village of Freeport. The revisions to the Program constitute an emissions allowance-based cap-
and-invest program. As the proposed regulations continue an existing Program and no new small business or local
governments are expected to be directly impacted the revised regulations, the impacts of the Program continue to
be minimized by the nature of a cap-and-invest program. Cap-and-invest systems are the most cost-effective
means for implementing emission reductions from large stationary sources, as these systems allow full utilization
of previously purchased allowances, multiyear compliance periods, and clear announcements of the availability
of allowances in the near future. By continuing to implement the Program and Program revisions, the Department
will minimize any associated adverse economic impacts on the JBPU and the Village of Freeport. Electricity
consumers benefit from the investment of proceeds generated through the auction of allowances. These
investments serve to minimize the impact of the Program by promoting energy efficiency and greenhouse gas

abatement among other investments. As more fully described in the Regulatory Impact Statement monthly bills
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are expected to be insignificantly lower under the revised Program compared with existing costs and the historic

investments of proceeds have resulted in annual bill savings of about $732!.

SMALL BUSINESS AND LOCAL GOVERNMENT PARTICIPATION

The Participating States, including New York, initiated the most recent program review in the Fall of
2021, with the announcement of the first stakeholder meetings and concluded the process in July 2025. The
Participating States and RGGI Incorporated (RGGI, Inc.)? conducted a robust stakeholder outreach process
including six stakeholder meetings and a public comment period. This stakeholder outreach revealed no additional
burdens on small businesses and local governments due to the program revisions. All stakeholder events were
open to the public and recordings are available on the RGGI, Inc. website. On July 3, 2025, the Participating
States released the final version of the Updated Model Rule, which contained additional updates based on
stakeholder feedback received. This regional feedback, as well as the Model Rule itself have been considered and
incorporated by the Department in developing the revisions to the Program. The Department will ensure public
input on the proposed revisions to the regulations by issuing public notices in the State Register and the
Department’s Environmental Notice Bulletin; holding a comment period of at least 60 days and conducting public
hearings. Interested parties, including small businesses and local governments, will have the opportunity to submit
written comments and participate in the public hearings. The Department will also post relevant rule making

documents on their website for public access.

CURE PERIOD OF AMELIORATIVE ACTION

! https://www.nyserda.ny.gov/-/media/Project/Nyserda/Files/Publications/Energy-Analysis/RGGI/RGGI-
StatusReport-Q2-24-final.pdf
2RGGI, Inc. is a 501(c)(3) non-profit corporation created to provide technical and administrative services to the
Participating States.

Page 5 of 6



The cap reduction and other key elements of the revisions to the Program will be effective beginning in
2027. The revised Program will require affected sources already subject to the Program to continue to comply, as
well as units that commence operations after the effective date of the regulation. No additional cure period or
other additional opportunity for ameliorative action is included in the Program revisions. First, most sources that
will be subject to the Program revisions are already subject to the existing Program and have been since the
regulation was initially promulgated in 2008 (or since they commenced operation). This includes the SACGS and
FPPN2. Second, because of the cap-and-invest nature the Program and the continuance of the interim and full
compliance deadlines, sources have flexibility to emit any amount of CO» during a control period, provided such

emissions are covered by an adequate amount of CO; allowances by the relevant CO, allowance transfer deadline.
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Summary of Express Terms
Amendments to 6 NYCRR Part 242, CO, Budget Trading Program
Amendments to 6 NYCRR Part 200, General Provisions
Amendments to 21 NYCRR Part 507, CO> Allowance Auction Program

The New York State Department of Environmental Conservation (department) is proposing
to amend 6 NYCRR Part 242. The purpose of the amendment would be to reduce the annual budget
of allowances, implement second tier cost containment reserve (CCR) and increase the size of the
first tier of CCR allowances. The emissions containment reserve would be removed, and the
minimum reserve price would be increased to the value of emissions containment reserve (ECR).
Offset projects would be removed, while historically awarded offset allowances remain valid as
compliance instruments. Eligible biomass would be removed, and other text would be revised to
improve clarity and simplify language. Notable proposed amendments to Part 242 are described
below. Additional minor, non-substantive, grammatical, and formatting changes are proposed in
each Subpart as needed. The remaining sections of Part 242 are unchanged. The department also
proposes attendant revisions to 6 NYCRR Part 200 to update incorporations by reference contained
in Part 242. As the auction administrator, the New York State Energy Research and Development
Authority has proposed revisions to the CO2 Allowance Auction Program as set forth in Part 507
of Title 21 NYCRR, which are designed to complement revisions proposed by the department.

6 NYCRR Part 242 Summary

Changes to section 242-1.2 (Definitions) include:

e Allocate or allocation: reference to the general account of the sponsor of an approved
CO; emissions offset project is removed

e Award: repealed

e Billing meter: repealed

o CO2 Allowance Tracking System (COATS): amended to add new administrative
functions, delete language regarding offsets, allowance prices, and CO> budget tracking

o (CO2 allowance transfer deadline: repealed and replaced

o (CO?2 budget emissions limitation: revised to include that the CO, allowances for interim
control period are doubled

e (CO2 Budget Trading Program adjusted budget: repealed

o (CO?2 Budget Trading Program base budget: amended to include references to CO, CCR
tier 1 and tier 2 allowances
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e CO2 cost containment reserve tier 2 allowance or CO2 CCR tier 2 allowance: added

e (CO2 Cost containment reserve tier land 2 trigger price, or CCR tier land 2 trigger
price: added

o (CO2 emissions offset project. revised

o (CO?2 offset allowance: amended to include deadline and remove the reference

o CO2 emissions containment reserve allowance or CO2 ECR allowance: repealed

o (CO?2 Cost containment reserve trigger price, or CCR trigger price: repealed

o CO?2 emissions containment reserve trigger price, or ECR trigger price: repealed

o FEligible biomass: repealed

o First control period interim adjustment for banked allowances: repealed

o Global warming potential (GWP): repealed

e North American Industry Classification System (NAICS) code(s): added

e Second control period adjustment for banked allowances: repealed

o Third adjustment for banked allowances: repealed

Section 242-5.1: repealed and replaced to reflect a reduction in the annual budget of allowances
from 21,914,493 tons allowances in 2027 to 2,347,982 tons allowances in 2037

Section 242-5.2: repealed

Section 242-5.3: amended to include 6 NYCRR 242 5.3(a) provision that, in support of the
statewide goal of the CLCPA, at least 40% and no less than 35% of the overall benefits from the
related investments must be realized in disadvantaged communities. 6 NYCRR 2425.3(b) is
added to include CO> CCR tier 1 and tier 2.

Section 242 5.3(b)(1)(i): repealed and replaced with new allocations for 2027 and subsequent
years; the department would allocate 3,687,535 CO, CCR tier 1 and 3,687,535 CO, CCR tier 2
allowances to the energy efficiency and clean energy technology account. Table 6 is removed.

Sections 242 5.3(b)(2)(iii-iv, vi, viii) are added to specify new provisions about the auctioning
process for CCR tier 2 allowances.

Section 242 5.3(b)(2)(x) has been added to include that if a certain condition in subparagraph(iii)
is not satisfied, no CO2 CCR tier 2 allowances shall be auctioned, and the reserve price shall be
determined accordingly. Two new clauses have been added to subparagraph (x) to specify that if
the condition of subparagraph (i) is met, the reserve price shall be equal to CCR tier 1 trigger
price, otherwise, the reserve price will be set at the minimum reserve price.
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Section 242 5.3(b)(4) has been added to clarify that any CCR tier 1 and tier 2 allowances left in
the energy efficiency and clean energy account after the final auction of the year shall not be
carried over for future auctions or sale.

Section 242 5.3(c): repealed

Section 242 5.3(d): has been renumbered to subdivision (¢) and amended to include Table 4
VREM Set-aside Allocations by year, lower the number of allowances distributed to the set-
aside, remove all references to eligible biomass, clarify that department may use an emission
factor different from that provided by VREP applicant, and clarify the procedures the department
would undertake if the allowances requested were greater than the allowances in an allocation
year.

Section 242 5.3(e): has been renumber to subdivision (d) and amended to include Table 5 LTC
Set-aside Allocation by Year, lower the number of allowances distributed to the set-aside, end
allocations to the set aside in 2035, and clarify the procedures the department would undertake if
allowances requested were greater than the allowances in an allocation year.

Section 242 5.3(f): repealed

Section 242-6.1(a): amended to clarify use of compliance accounts and allocation of CO>
allowances for long-term contract.

Section 242-6.4(a): amended to remove language related to transfer allowances from CO, budget
trading program adjusted budget to the program review retirement set aside upon the effective
date of the 2020.

Section 242-8.1: repealed and replaced with text simplifying references to monitoring
requirements but not changing monitoring requirements.

Section 242-8.2: repealed

Section 242-8.3: repealed

Section 242-8.4: repealed

Section 242-8.7: repealed
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Subpart 242-10: repealed

6 NYCRR Part 200 Summary

Amends existing Part 200 by making additions and removals to 200.9 Referenced Material-Table
1 to capture all incorporation by reference documents from Part 242.

21 NYCRR Part 507 Summary

Amends existing Part 507 by making additions and removals to add a second-tier cost
containment reserve, remove the emissions containment reserve, and raise the minimum reserve
price.

Page 4 of 4



Short Environmental Assessment Form
Part 1 - Project Information

Instructions for Completing

Part 1 — Project Information. The applicant or project sponsor is responsible for the completion of Part 1. Responses become part of the
application for approval or funding, are subject to public review, and may be subject to further verification. Complete Part 1 based on
information currently available. If additional research or investigation would be needed to fully respond to any item, please answer as
thoroughly as possible based on current information.

Complete all items in Part 1. You may also provide any additional information which you believe will be needed by or useful to the
lead agency; attach additional pages as necessary to supplement any item.

Part 1 — Project and Sponsor_Information

NYS Department of Environmental Conservation; NYS Energy Research and Development Authority

Name of Action or Project:
6 NYCRR Part 242, CO2 Budget Trading Program; 6 NYCRR Part 200, General Provisions; 21 NYCRR Part 507 CO2 Allowance Auction Program

Project Location (describe, and attach a location map):
Statewide

Brief Description of Proposed Action:

Amendment of 6 NYCRR Part 242 to revise the CO2 budget trading program to reduce CO2 emissions from fossil fuel-fired electric generating
facilities, among other improvements. Attendant revisions to 6 NYCRR Part 200 to update incorporations by reference.

Amendment of 6 NYCRR Part 507 to revise the CO2 Allowance Auction Program to complement amendments to Part 242 and to adopt further
improvements to the program, including improved, flexible cost containment mechanisms.

NYSDEC; NYSERDA

E-Mail: airregs@dec.ny.gov  info@nsyerda.ny.gov

Address:
625 Broadway /17 Columbia Circle
City/PO: State: Zip Code:
Albany / Albany NY /NY 12233/ 12203
1. Does the proposed action only involve the legislative adoption of a plan. local law. ordinance, NO YES
administrative rule, or requlation?
If Yes, attach a narrative description of the intent of the proposed action and the environmental resources that D E
may be affected in the municipality and proceed to Part 2. If no, continue to question 2.
2. Does the proposed action require a permit, approval or funding from any other government Agency? NO YES
If Yes, list agency(s) name and permit or approval: l:l I:l
3. a. Total acreage of the site of the proposed action? acres
b. Total acreage to be physically disturbed? acres
c. Total acreage (project site and any contiguous properties) owned
or controlled by the applicant or project sponsor? acres

4. Check all land uses that occur on, are adjoining or near the proposed action:
5. [ Urban [] Rural (non-agriculture) [ Industrial [] Commercial [] Residential (suburban)

1 Forest [] Agriculture [] Aquatic [] Other(Specify):
[ Parkland
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http://www.dec.ny.gov/permits/90156.html
http://www.dec.ny.gov/permits/90178.html
http://www.dec.ny.gov/permits/90533.html
http://www.dec.ny.gov/permits/90533.html
http://www.dec.ny.gov/permits/90380.html
http://www.dec.ny.gov/permits/90372.html
http://www.dec.ny.gov/permits/90372.html
http://www.dec.ny.gov/permits/90372.html
http://www.dec.ny.gov/permits/90372.html
http://www.dec.ny.gov/permits/90390.html

5. Is the proposed action,

N/A

a. A permitted use under the zoning regulations?

b. Consistent with the adopted comprehensive plan?

LIC]] 8

L1

6. Is the proposed action consistent with the predominant character of the existing built or natural landscape?

<

ES

[]

7. Is the site of the proposed action located in, or does it adjoin, a state listed Critical Environmental Area?

If Yes, identify:

<
2]

E

[]

8. a. Will the proposed action result in a substantial increase in traffic above present levels?

b.  Are public transportation services available at or near the site of the proposed action?

c.  Are any pedestrian accommodations or bicycle routes available on or near the site of the proposed
action?

<
w

E

LI

9. Does the proposed action meet or exceed the state energy code requirements?

If the proposed action will exceed requirements, describe design features and technologies:

500 s| L) 8| L | 3|0 &

<

ES

[]

10. Will the proposed action connect to an existing public/private water supply? NO | YES

If No, describe method for providing potable water: |:| |:|

11. Will the proposed action connect to existing wastewater utilities? NO | YES
If No, describe method for providing wastewater treatment:

12. a. Does the project site contain, or is it substantially contiguous to, a building, archaeological site, or district NO | YES

which is listed on the National or State Register of Historic Places, or that has been determined by the
Commissioner of the NYS Office of Parks, Recreation and Historic Preservation to be eligible for listing on the
State Register of Historic Places?

b. Is the project site, or any portion of it, located in or adjacent to an area designated as sensitive for
archaeological sites on the NY State Historic Preservation Office (SHPO) archaeological site inventory?

13. a. Does any portion of the site of the proposed action, or lands adjoining the proposed action, contain
wetlands or other waterbodies regulated by a federal, state or local agency?

b. Would the proposed action physically alter, or encroach into, any existing wetland or waterbody?

If Yes, identify the wetland or waterbody and extent of alterations in square feet or acres:

YES

L)
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http://www.dec.ny.gov/permits/90444.html
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14. Identify the typical habitat types that occur on, or are likely to be found on the project site. Check all that apply:

[IShoreline [] Forest [_] Agricultural/grasslands [_] Early mid-successional
[CJwetland [] Urban [] Suburban

15. Does the site of the proposed action contain any species of animal, or associated habitats, listed by the State or

<

ES

Federal government as threatened or endangered?

[]

16. s the project site located in the 100-year flood plan?

<

ES

[]

<

ES

a.  Will storm water discharges flow to adjacent properties?

b.  Will storm water discharges be directed to established conveyance systems (runoff and storm drains)?

If Yes, briefly describe:

18. Does the proposed action include construction or other activities that would result in the impoundment of water NO | YES
or other liquids (e.q., retention pond, waste lagoon, dam)?
If Yes, explain the purpose and size of the impoundment: |:| |:|
19. Has the site of the proposed action or an adjoining property been the location of an active or closed solid waste NO | YES
management facility?
If Yes, describe: |:| |:|
20.Has the site of the proposed action or an adjoining property been the subject of remediation (ongoing or NO | YES
for hazardous waste?

If Yes, describe:

[]

| CERTIFY THAT THE INFORMATION PROVIDED ABOVE IS TRUE AND ACCURATE TO THE BEST OF
MY KNOWLEDGE

Applicant/sponsor/name: Date:

Signature: Title:

PRINT FORM Page 3 of 3
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Part 1 Narrative

The Regional Greenhouse Gas Initiative (RGGI) is a cooperative, historic effort among
New York and nine Participating States and was the first mandatory, market-based carbon dioxide
(CO2) emissions reduction program in the United States. Since its inception in 2008, RGGI has
utilized this market-based mechanism to cap and cost-effectively reduce emissions that cause
climate change. Recently, New York along with the other Participating States completed a
comprehensive program review and announced a proposal to lower the regional emissions cap and
make other improvements to the program.

To implement the updated RGGI program in New York State, the Department of
Environmental Conservation (NYSDEC) has proposed revisions to 6 NYCRR Part 242, CO2
Budget Trading Program (the Program) and 6 NYCRR Part 200, General Provisions. As the
auction administrator, the New York State Energy Research and Development Authority
(NYSERDA) has proposed revisions to the CO2 Allowance Auction Program as set forth in 21
NYCRR Part 507, which are designed to complement revisions proposed by the NYSDEC.

These regulations would amend the existing CO> Budget Trading Program and CO2
Allowance Auction Program, and represent a key element of New York’s strategy to reduce GHG
emissions. These rules would continue the implementation of regulations that improve air quality
and support the requirements of New York’s Climate Leadership and Community Protection Act
(CLCPA) or Climate Act.

More specifically, amendments to 6 NYCRR Part 242, through the reduction of the
allowance budget, removal of offsets, removal of eligible biomass exemptions, and other updates,
would help the State’s progress toward the CLCPA’s required GHG emission reductions, by
continuing and improving an existing emissions reduction program for the electricity generating
units within New York. Amendments to 21 NYCRR Part 507 adopt complementary changes to
the CO2 Allowance Auction Program and implement additional flexibility in cost control
mechanisms to support program going forward.

To the extent environmental resources are impacted by the proposed rulemaking, those
impacts are anticipated to be positive. Climate change has adverse impacts on human health and
the environment. Reductions of GHG emissions, are necessary to mitigate the ongoing impacts of
climate change on New York.

Additional details regarding the estimated positive environmental effects are discussed in
greater detail in the Regulatory Impact Statement and other supporting documentation for Part 242
and Part 507 published in the State Register.



Agency Use Only [If applicable]

Project:

Date:

Short Environmental Assessment Form
Part 2 - Impact Assessment

Part 2 is to be completed by the Lead Agency.

Answer all of the following questions in Part 2 using the information contained in Part 1 and other materials submitted by
the project sponsor or otherwise available to the reviewer. When answering the questions the reviewer should be guided by
the concept “Have my responses been reasonable considering the scale and context of the proposed action?”

No, or Moderate

small to large
impact impact
may may
occur occur

1.  Will the proposed action create a material conflict with an adopted land use plan or zoning

requlations?

2. Will the proposed action result in a change in the use or intensity of use of land?

3. Will the proposed action impair the character or quality of the existing community?

4. Will the proposed action have an impact on the environmental characteristics that caused the

establishment of a Critical Environmental Area (CEA)?

5. Will the proposed action result in an adverse change in the existing level of traffic or

affect existing infrastructure for mass transit, biking or walkway?

7. Will the proposed action impact existing:

a. public / private water supplies?

b. public / private wastewater treatment utilities?

8. Will the proposed action impair the character or guality of important historic, archaeological,

architectural or aesthetic resources?

9. Will the proposed action result in an adverse change to natural resources (e.g., wetlands,

waterbodies, groundwater, air quality, flora and fauna)?

10. Will the proposed action result in an increase in the potential for erosion, flooding or drainage

problems?

11. Will the proposed action create a hazard to environmental resources or human health?
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Agency Use Only [If applicable]

Project:

Date:

Short Environmental Assessment Form
Part 3 Determination of Significance

For every question in Part 2 that was answered “moderate to large impact may occur”, or if there is a need to explain why a
particular element of the proposed action may or will not result in a significant adverse environmental impact, please
complete Part 3. Part 3 should, in sufficient detail, identify the impact, including any measures or design elements that
have been included by the project sponsor to avoid or reduce impacts. Part 3 should also explain how the lead agency
determined that the impact may or will not be significant. Each potential impact should be assessed considering its setting,
probability of occurring, duration, irreversibility, geographic scope and magnitude. Also consider the potential for short-
term, long-term and cumulative impacts.

D Check this box if you have determined, based on the information and analysis above, and any supporting documentation,

that the proposed action may result in one or more potentially large or significant adverse impacts and an
environmental impact statement is required.

@ Check this box if you have determined, based on the information and analysis above, and any supporting documentation,
that the proposed action will not result in any significant adverse environmental impacts.

NYSDEC NYSERDA
Name of Lead Agency Date
Print or Type Name of Responsible Officer in Lead Agency Title of Responsible Officer
Signature of Responsible Officer in Lead Agency Signature of Preparer (if different from Responsible Officer)
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Short Environmental Assessment Form Part 3
Determination of Significance

Upon review of the information recorded in the Environmental Assessment Form (EAF)
and the history of the Program and as noted in more detail below, after considering both the
magnitude and importance for potential emissions leakage, it is the conclusion of the Department
of Environmental Conservation (Department) and the New York State Energy Research and
Development Authority (Authority) as co-lead agencies that the proposed revisions to 6 NYCRR
Part 242, CO> Budget Trading Program (“Part 242”) and 6 NYCRR Part 200, General Provisions
(Part 200), along with proposed revisions to 21 NYCRR Part 507, CO> Allowance Auction
Program (Part 507), will result in no significant adverse impacts on the environment. Therefore, a
supplemental environmental impact statement will not be prepared for the revisions to the
Program. Accordingly, this negative declaration is issued.

SEQRA Background

In September of 2008, the Department and NYSERDA formally adopted 6 NYCRR Part
242 and 21 NYCRR Part 507, respectively (collectively referred to as “the Program™). Pursuant
to the State Environmental Quality Review Act (SEQRA),! a Final Generic Environmental Impact
Statement (FGEIS) addressing the potential impacts of the initial regulations was accepted by the
Department on August 13, 2008.

The Department issued a positive Findings Statement on September 8, 2008, with which
the Authority concurred, the same date that the Department initially adopted the Program. The
initial FGEIS and Findings Statement concluded that the Program would have positive impacts on
the environment and would not result in any significant adverse environmental impacts. The initial
FGEIS also identified the issue of “emissions leakage” as the single potential adverse
environmental impact from the Program in the future, and discussed evaluation measures and
potential mitigation measures, should emissions leakage become a problem.

In conjunction with the 2013 revisions to Part 242, as lead agency, the Department initially
determined that the reduction in the Regional Greenhouse Gas Initiative (RGGI) carbon dioxide
(CO») emission cap, which formed the basis of the action to revise Part 242, would likewise have
a positive impact on the environment, and would be unlikely to have any significant adverse
environmental impacts. Notwithstanding this, the Department issued a Positive Declaration and
initiated public scoping, in order to provide for maximum public participation and to address the
potential issue of “emissions leakage.” In particular the Department issued the Draft Scope for the
Supplemental Generic Environmental Impact Statement (SGEIS) on the proposed revisions to 6
NYCRR Parts 242 and 200 on April 3, 2013, and conducted public scoping through May 6, 2013.
After reviewing comments received on the Draft Scope, the Department prepared and posted a
Final Scope, dated July 8, 2013, which identified the single potential adverse environmental impact
from the revisions to Part 242 that would be considered as part of the SGEIS. In particular, the
Final Scope stated that “the SGEIS will address the single potential issue of ‘emissions leakage.’”

!Environmental Conservation Law Article 8; 6 NYCRR Part 617.



Emissions leakage refers to the potential for the Program to cause a shift of electricity
generation from capped sources subject to the Program to higher-emitting sources not subject to
the Program, in and out of the Regional Greenhouse Gas Initiative (RGGI) region. Consistent with
the Final Scope, the Department’s 2013 SGEIS analyzed the potential shift in generation to sources
not covered by the cap and whether this could result in a potential increase of greenhouse gas
emissions that could offset reductions from the Program. As stated in the November 25, 2013
SEQR Findings Statement issued by the Department on the 2013 revisions to Part 242, at that time
the Department found no evidence that the existing Program had caused any emissions leakage.
This conclusion was based on RGGI Electricity Monitoring Reports as well as other factors.
Similarly, as stated in the 2013 Findings Statement, the Department determined that the revisions
to the Program would not result in emissions leakage that constitutes a significant adverse
environmental impact.

Summary of Proposed Program Changes

The Department and Authority are proposing to revise the regulations that implement
RGGI in the State. RGGI is a cooperative, historic effort among New Y ork and nine Participating
States? and is the first mandatory, market-based carbon dioxide (CO,) emissions reduction
program in the United States. Since its inception in 2008, RGGI has utilized a market-based
mechanism to cap and cost-effectively reduce emissions that cause climate change. Recently, New
York along with the Participating States completed a comprehensive program review and
announced a proposal to lower the regional emissions cap established under RGGI to
approximately 69.8 million tons in 2027, declining about 89%, relative to the 2024 cap, through
2027. To implement the updated RGGI program in New York State, the Department of
Environmental Conservation (Department) has proposed revisions to 6 NYCRR Part 242, CO;
Budget Trading Program (the Program) and 6 NYCRR Part 200, General Provisions. As the
auction administrator, the New York State Energy Research and Development Authority
(“NYSERDA? or the “Authority”) has proposed revisions to the CO, Allowance Auction Program
as set forth in 6 NYCRR Part 507, which are designed to complement revisions proposed by the
Department.

The Program revisions would cap regional CO; emissions at approximately 69.8 million
tons annually beginning in 2027, then would be set to decrease by approximately 10% annually,
relative to the 2024 cap. This trajectory would continue to 2033. Beginning in 2034, the regional
cap trajectory would change to a more gradual decrease of approximately 3% annually until 2037.
The regional cap would be approximately 9 million tons in 2037 and subsequent years. These
reductions represent an 87% reduction in the regional cap for the period 2027-2037.

The proposed Program revisions expand the Cost Containment Reserve (CCR) feature,
which helps provide additional flexibility and cost containment for the Program. The revisions
would add an additional tier of allowances to the CCR. The first tier of CCR allowances would be
referred to as CCR 1 and the second tier of CCR allowances would be referred to as CCR 2. The

2 In addition to New York, the RGGI Participating States include: Connecticut, Delaware, Maine, Maryland,
Massachusetts, New Hampshire, New Jersey, Pennsylvania, Rhode Island, and Vermont. Pennsylvania is a
Participating State as it has adopted regulations, but it does not issue emissions allowances, require emission sources
to surrender allowances, or participate in the auctions.



CCR 1 trigger price would match the existing CCR price in 2027 at $19.50 and increase 7%
annually thereafter, the maximum amount of CCR 1 allowances regionally available at auction
each year would increase to about 11.75 million. The CCR 2 trigger price would be set to $29.25
in 2027, 50% higher than the CCR 1 price and increase 7% annually thereafter, the maximum
amount of CCR 2 allowances regionally available at auction each year would be set to about 11.75
million.

The Program revisions would remove the Emissions Containment Reserve (ECR), which
was designed to help secure additional emissions reductions if prices fell below established ECR
trigger prices. While the ECR was available it was never triggered. The Program revisions will
increase the minimum reserve price to be aligned with the prices at which the ECR would have
been triggered. The revised minimum reserve price would be $9.00 in 2027 and increase 7%
annually thereafter. No allowances would be auctioned below the minimum reserve price.

The RGGI model rule revisions eliminated all offset project categories. In the proposed
revisions to Part 242, New York is removing the only remaining offset category, avoided methane
emissions from agricultural manure management operations. Any offset allowances awarded by a
Participating State, prior to January 1, 2027, would remain fully fungible across all the
participating states for compliance purposes.

New York stakeholders raised concerns during previously conducted outreach efforts that
stand alone electric generating units with capacity between 15 and 25 megawatts (MW) are not
covered by the program and that they would benefit from avoiding compliance costs that similar
units face if they are paired or otherwise at a facility with a generating unit larger than 25 MW. To
address this concern, New York is proposing to expand applicability under Part 242 to capture
certain units that serve an electricity generator with a nameplate capacity equal to or greater than
15 MW. This applicability expansion would apply to any unit 15 MW or greater that supplies more
than 10% of its gross generation to the grid.

New York stakeholders raised concerns about allowing eligible biomass to be combusted
without facing compliance costs. The combustion of eligible biomass as defined in Part 242 was
seen by stakeholders as rewarding CO> emissions and other air pollutant emissions without
substantial benefits toward reaching emissions limits under the CLCPA. To address these concerns
New York is proposing to remove eligible biomass provisions from Part 242. In 2023, the only
facility that applied for eligible biomass consideration stopped operating.

New York is proposing to modify the volume of allowances set aside for Long Term
Contracts (LTC) and Voluntary Renewable Energy Market (VREM) purchases. The proposed
revisions would reduce the amount of allowances in the LTC set-aside to maintain general
alignment with the proportional reduction in allowances offered for auction by New York and
reflect that no contracts extend beyond the 2035 allocation year. The proposed revisions would
reduce the amount of allowances in the VREM set-aside in order to reflect the previous three-year
average demand of about 180,000 allowances and maintain general alignment with the
proportional annual reduction in allowances offered for auction by New York. The eligibility
requirements for applicants would not change in the proposed revisions. Additionally, the



Department intends to clarify that the Department may distribute historic allowances within a set-
aside account to meet current allocation year applications.

Finally, the Program revisions would retain the interim compliance obligation. In addition
to demonstrating full compliance at the end of each three-year compliance period, regulated
entities would continue to have to demonstrate that they are holding allowances equal to at least
50% of their emissions at the end of each of the first two years in each three-year compliance
period. The proposed Program revisions also include minor revisions and updates to all references.
The majority of the proceeds from the sale of New York’s allowances would continue to be
dedicated to strategic energy or consumer benefits, such as investments in energy efficiency and
clean energy technologies in support of the statewide goal of the CLCPA that 40%, and no less
than 35%, of the overall benefits from investments be realized in disadvantaged communities
(DAC:s).

Consideration of Potential for Significant Adverse Environmental Impacts

As outlined in the Regulatory Impact Statement that accompanies this rulemaking action,
the proposed revisions to the Program would provide numerous benefits and continue to position
New York as a leader in innovative and progressive climate change policies. In the absence of a
comprehensive federal program, New York must continue to monitor issues that may minimize or
threaten the effectiveness of the Program such as the potential for emissions leakage.

Emissions leakage relevant to the proposed revisions would be an increase in CO:
emissions outside the RGGI region that may “net out” (or partially eliminate) a portion of the
emissions reductions made within the RGGI region. Emissions leakage is an important concept
because electricity is routinely transmitted across regional boundaries to meet economic and
reliability objectives.

The RGGI Electricity Monitoring Staff Working Group (Staff Working Group) continues
to analyze potential emissions leakage and has issued 14 annual monitoring reports. The most
recent report, issued on February 27, 2025, summarized data for electricity generation, net
electricity imports, and related CO> emissions for the Participating States during the three-year
period of 2020-2022 relative to 2006 to 2008, a three-year base period prior to the implementation
of the RGGI program. Overall, according to the report, there was a decrease in CO» emissions and
the CO; emission rate (pounds of CO> per megawatt hour, or Ibs CO2/MWh) from non-RGGI
electric generation serving load in the 10-state RGGI region as compared to the base case (2006-
2008) period.> These electricity monitoring reports have provided no clear evidence that the
program is causing emissions leakage.

In order to estimate the amount of potential leakage associated with the proposed revisions
to the Program including the cap reduction, the electricity sector modeling analysis estimated CO-
emissions in and outside of the region. Cumulative CO> emissions reductions were compared

3 https://www.rggi.org/sites/default/files/Uploads/Electricity-Monitoring-Reports/2022_Elec_Monitoring_Report.pdf



between the RGGI region and the Eastern Interconnection* (which includes the RGGI region) plus
the eastern Canadian provinces. Similar to the last program review, the modeling analysis looking
at cumulative emissions within the Participating States from 2025 to 2040 as compared to
cumulative reductions in the entire Eastern Interconnect regions were used to guide New York and
the other Participating States in making the policy decisions under this Program review.

New York, along with the other Participating States, remains committed to continuing to
monitor for the potential for emissions leakage. If monitoring indicates that leakage associated
with the Program occurs and needs to be addressed, a number of states including New York,® are
already moving to implement significant clean energy programs, including additional energy
efficiency investments, which help mitigate the effects of any emissions leakage. Another way to
address leakage is to expand RGGI program applicability to certain non-RGGI affected units,
which is being proposed as part of this rulemaking (see previous discussions on the proposed
expansion to certain units 15 MW and larger) or to include additional Participating States. In
addition, New York has been closely monitoring the efforts in both Pennsylvania and Virginia to
become or continue to be Participating States. The RGGI Participating States would expand
coverage under the electricity monitoring portion of the Program to include any new participating
states.

Participating States envision continuing to engage in collaborative efforts supported by
RGAQGI state staff and informed by discussions with their respective ISOs, to monitor and track
relevant data to evaluate potential emissions leakage, and to work to address any emissions leakage
that may be identified through this tracking.

4 The Eastern Interconnection (EI) includes the eastern two-thirds of the continental United States

(excluding most of Texas and Florida). The Canadian portion includes Ontario east to the Maritime

Provinces.

5 CASE 07-M-0548 - Order Establishing Energy Efficiency Portfolio Standard and Approving Programs. (June 23,
2008)
http://www3.dps.ny.gov/W/PSCWeb.nsf/ArticlesByTitle/06F2FEE55575BD8A852576 E4006F9AF7?0penDocume
nt
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21 NYCRR Part 507

507.1 Purpose.

The purpose of this part is to provide for the administration and implementation by the New York
State Energy Research and Development Authority ("Authority") of CO, allowance auctions and
programs to promote the purposes of the Energy Efficiency and Clean Energy Technology Account
("the Account") as provided by the CO> Budget Trading Program at 6 New York Codes, Rules and
Regulations ("NYCRR") Part 242. This part complements the provisions of the CO, Budget
Trading Program, which was established by the New York State Department of Environmental
Conservation to stabilize and then reduce anthropogenic emissions of CO», a greenhouse gas, from

CO2 budget sources in an economically efficient manner.

507.2 Definitions

Part 507 incorporates by reference the definitions established by the department at 6 NYCRR Part

242. In addition, the following definitions apply:

(a) Ascending price, multiple round auction: A multiple round auction starting with an opening
price with increases each round by predetermined increments. In each round, bidders offer the
quantity they are willing to purchase at the posted price. Rounds continue so long as demand
exceeds the quantity offered for sale. At the completion of the final round, allowances may be

allocated, subject to section 507.6 of this Part:

(1) at the final price to remaining bidders and withhold unsold allowances for a future

auction, or



(i1) at the penultimate price, first to final round bidders and then to bidders in the
penultimate round in chronological order of bid during the penultimate round for all

remaining allowances, or

(ii1) according to an alternative mechanism designed to effectuate the objectives of this

Part.

(b) Auction advisory committee or committee: A committee comprised of the Commissioner of
the Department, the President and Chief Executive Officer of the Authority, and the Chairperson
of'the New York State Public Service Commission, or their respective designees (“the-committee™).
The committee shall advise the Authority on procedures relevant to conducting the CO; allowance

auctions provided for in this Part.

(c) Authority: the New York State Energy Research and Development Authority.

(d) Authority contact person: An employee of the authority designated to communicate with the

public regarding CO; allowance auctions, as identified on the CO; allowance auction website.

(e) CO: allowance auction website: The website containing information regarding the auctions to
be conducted pursuant to this Part and 6 NYCRR Part 242. The website shall be available through

a link from the authority's main website at www.nyserda.ny.gov.

(f) CO2 cost containment reserve tier 1 allowance or CO> CCR tier 1 allowance: A CO, allowance
that is offered for sale at an auction by NY-SERDA-eritsagent the authority for the purpose of
containing the cost of CO» allowances. CO> CCR tier 1 allowances offered for sale at an auction
are separate from and additional to CO, allowances allocated from the CO, Budget Trading

Program base and adjusted budgets. €O.-CCR-allowaneces-are-avatlable-in-two-tiers-based-on-the



mintmum-price-at-which-they-will be-effered forsale-atanauetion- CO, CCR tier 1 allowances are

subject to all applicable limitations contained in this Part and in 6 NYCRR Part 242.

(2) CO», cost containment reserve tier 2 allowance or CO»> CCR tier 2 allowance: A CO»; allowance

that is offered for sale at an auction by the authority for the purpose of containing the cost of CO»

allowances. CO> CCR tier 2 allowances offered for sale at an auction are separate from and

additional to CO, allowances allocated from the CO» budget trading program base and adjusted

budgets. CO> CCR tier 2 allowances are subject to all applicable limitations contained in this Part

and in 6 NYCRR Part 242.

t2) (h) CO; cost containment reserve tier 1 trigger price, or CCR tier 1 trigger price: The CCR tier
1 trigger price is the minimum price at which CO2 CCR tier | allowances are offered for sale by
the Autherity-or-its—agent authority at an auction. The CCR tier | trigger price shall be $16-60
$19.50 per CO» allowance in calendar year 2647 2027. Each calendar year thereafter threugh2020,

the CCR tier 1 trigger price shall be +-025 1.07 multiplied by the CCR tier 1 trigger price from the

previous calendar year, rounded to the nearest whole cent—The- CCR-trigger price-in-ecalendaryear

shown in Table 1 below.

Table 1. CO2 CCR Tier 1 Trigger Price

Year | 2027 | 2028 |2029 |2030 |2031 |[2032 |2033 |2034 |2035 |2036

2037

Price | $19.50 | $20.87 | $22.33 | $23.89 | $25.56 | $27.35 | $29.26 | $31.31 | $33.50 | $35.85

$38.36




(1) CO; cost containment reserve tier 2 trigger price, or CCR tier 2 trigger price: The CCR tier 2

trigger price is the minimum price at which CO; CCR tier 2 allowances are offered for sale by the

authority at an auction. The CCR tier 2 trigger price shall be $29.25 per CO» allowance in calendar

year 2027. Each calendar year thereafter, the CCR tier 2 trigger price shall be 1.07 multiplied by

the CCR tier 2 trigger price from the previous calendar year, rounded to the nearest whole cent, as

shown in Table 2 below.

Table 2. CO, CCR Tier 2 Trigger Price

Year | 2027 | 2028 |2029 |2030 |2031 |2032 |2033 |2034 |2035 |2036

2037

Price | $29.25 | $31.30 | $33.49 | $35.83 | $38.34 | $41.02 | $43.89 | $46.96 | $50.25 | $53.77

$57.53




(j) Control period: The time periods established by the Department under 6 NYCRR Part 242.

(k) Department: The New York State Department of Environmental Conservation.

(1) Energy Efficiency and Clean Energy Technology Account or account: A general account to be

established by the authority, into which the department shall allocate CO- allowances.

(m) Environmental Notice Bulletin: An official department publication pursuant to Environmental

Conservation Law section 3-0306(4).

(n) Minimum reserve price: The minimum reserve price in calendar vear 2027 shall be $9.00. Each

calendar vear thereafter, the minimum reserve price shall be 1.07 multiplied by the minimum

reserve price from the previous calendar year, rounded to the nearest whole cent, as shown in Table

3 below.

Table 3. Minimum Reserve Price

Year | 2027 | 2028 | 2029 | 2030 |2031 |2032 |2033 |2034 |2035 |2036 |2037

Price | $9.00 | $9.63 | $10.30 | $11.02 | $11.79 | $12.62 | $13.50 | $14.45 | $15.46 | $16.54 | $17.70




1) (o) Participating state: A state that has established a corresponding regulation or statute as part

of the CO» budget trading program.

te} (p) Reserve price-: The minimum acceptable price for each CO; allowance in a specific auction.
The reserve price at an auction is either the minimum reserve price o+the-CCRtriggerpriee, the

CCR tier 1 trigger price, or the CCR tier 2 trigger price as specified in section 242-5.3(b) in 6

NYCRR Part 242.

) () Single round sealed-bid uniform price auction: A single round sealed-bid uniform price
auction format, under which bidders may submit multiple bids at different prices; the price paid

by all awarded bidders will be uniform and equal to the highest rejected bid price.

507.3 Multi-state auctions.

(a) The Authority shall participate in a multi-state CO2 Allowance Auction or Auctions if the

Authority determines, in consultation with the Committee, that:

(1) a multi-state auction capability and process is in place for the Participating States;

(2) the multi-state auction can provide benefits that meet or exceed the objectives of the

auction and purposes of the Account, as described in this Part, and;

(3) the multi-state auction process would be consistent with the process described in this

Part.

(b) Should the Authority, in consultation with the Committee, find that these conditions have not
been satisfied, the Authority may conduct a New York State auction or auctions pursuant to this

Part.



(c) The Authority shall retain control over the proceeds associated with the sale of all of New

York's CO2 Allowances, whether sold in a multi-state or a New York State CO» Allowance Auction.

507.4 The energy efficiency and clean energy technology account.

(a) The authority will establish and administer the account in accordance with the provisions of 6

NYCRR Part 242-1.2(35) and 242-5.3(a).

(b) The authority will administer the account in such a manner that allowances allocated to the
account by the department from the CO> Budget Trading Program will be made available for sale

in CO» allowance auctions as described in this Part.

(c) The proceeds of the CO: allowance auctions will be placed into a segregated authority funding

account, and shall not be commingled with other authority funds.

(d) The proceeds of the CO» allowance auctions will be used by the authority to promote and
implement programs for energy efficiency, renewable or non-carbon emitting technologies, and
innovative carbon emissions abatement technologies with significant carbon reduction potential,
where such investments will be consistent with the provisions of the Climate Leadership and
Community Protection Act, including section 75-0117 of the Environmental Conservation Law,
which established a goal for disadvantaged communities to receive 40 percent, and no less than 35
percent of the overall benefits from the investment of the proceeds, and for reasonable
administrative costs incurred by the authority in undertaking the activities described in Part 507
and for administrative costs, auction design and support costs, and program design and support

costs associated with the CO, Budget Trading Program, whenever incurred.



(e) At least annually, the authority shall convene an advisory group of stakeholders representing a
broad array of energy and environmental interests to advise it on how to best utilize said funds to

achieve the goals of the account.

507.5 Implementation of CO:2 allowance auctions.

(a) The Authority will design, implement, and administer CO2 Allowance Auctions in accordance

with the objectives identified in 6 NYCRR Part 242.

(b) Implementation and administrative support functions for any auction conducted pursuant to
this Part and with respect to the administration of the Account may be delegated by the Authority
to a designee deemed qualified by the Authority to perform such functions, provided that such

designee shall perform all such functions under the direction and oversight of the Authority.

507.6 Commencement, frequency, and quantity of CO: allowance auctions.

(a) Commencement: Upon notification from the department that it has allocated CO, allowances
into the account, the authority shall participate in or conduct CO> allowance auctions to sell such

allowances pursuant to this Part.

(b) Frequency: CO; allowance auctions will be held quarterly, or as often as practical and necessary
to effectuate the objectives of the CO, Budget Trading Program, in consultation with the

committee.

(c) Calendar: The authority or its designee shall maintain a calendar of anticipated auction dates
on the CO> allowance auction website. The calendar shall indicate the auction format and the

number of allowances and allocation years of allowances to be auctioned at each auction. The



authority may periodically revise the calendar, provided that the information relevant to the next
scheduled CO> allowance auction shall be fixed no later than 45 calendar days prior to such
auction. The calendar shall include the dates of at least the next four CO; allowance auctions and
may also include the anticipated number of allowances to be auctioned at each auction. The

authority may periodically modify the anticipated dates of auctions listed on such calendar.

(d) Quantity: Prior to the end of each control period, CO; allowances in a quantity equal to the
number of CO; allowances allocated to the account for such control period will be made available
for sale. CO; allowances will be made available for sale by allocation year. Specific quantities of
CO; allowances that will be offered for sale will be included in each notice of CO> allowance

auction.

(e) Lot sizes: The authority shall make CO, allowances available for sale in lot sizes of 1,000

allowances, except where available supply requires a smaller lot size.

(f) Reserve price: In administering auctions, the authority er-its—agent shall employ the use of a
reserve price in a manner and form as provided for in Part 242. The authority shall publish or

announce such reserve price prior to each CO> allowance auction.

(g) CO7 Cost Containment Reserve (CCR): The authority erits-agent shall administer the rules for

the sale of CO, CCR tier 1 allowances and CO> CCR tier 2 allowances as specified in at 6 NYCRR

Part 242-5.3(b).

(h) €O0—Em

9 Unsold allowances: Unsold CO, allowances may be retired or made available for sale in a form

and manner provided under 6 NYCRR Part 242.



507.7 Auction format.

The initial auction shall be conducted as a Single Round Sealed-Bid Uniform Price Auction. The
Authority, in consultation with the Committee, may employ a Single Round Sealed-Bid Uniform

Price Auction or an Ascending Price, Multiple Round Auction in subsequent auctions.

507.8 Participant eligibility and limitations.

(a) The owners of CO, Budget Units located in New York shall be eligible to participate in all

auctions.

(b) Categories of bidders that may be eligible to participate in auctions include:

(1) owners of CO, Budget Units located outside of New York but within those states that
have final CO2 Budget Trading regulatory provisions in place at the time of the CO:

allowance auction and are Participating States;

(2) owners of fossil fuel-fired generation units located outside of the Participating States;

(3) brokers;

(4) environmental groups;

(5) financial and investment institutions; and

(6) other market participants.

(c) For the initial CO2 allowance auction, all categories of bidders will be eligible to participate.
For each subsequent auction, the Authority, in consultation with the Committee, may preclude or
limit the participation of any one or all of the categories of bidders. Notification of eligible

categories of bidders will be included in each Notice of CO; Allowance Auction.



(d) Any bidder wishing to participate in a CO> Allowance Auction will be required to open and

maintain a compliance or general account pursuant to the provisions in 6 NYCRR 242-6.2.

(e) Limitations: Participation in any auction may be limited to the level of financial security

provided.

(f) The Authority shall institute a purchasing and/or bidding limitation in each auction. In no
instance shall this limitation be greater than 25% of the allowances available in an auction. Any

such limitations shall be included in the Notice of CO, Allowance Auction.

(g) Any applicant or bidder that has been found to have violated any rule, regulation, or law
associated with any commodity market or exchange may be denied eligibility or precluded from

participation in CO2 Allowance Auctions.

507.9 Participation requirements.

(a) Qualification: Any party wishing to participate in a CO2 Allowance Auction or Auctions shall
submit an application for qualification in the form and manner provided in the Notice of CO:
Allowance Auction to the Authority on or before the application deadline date specified in Notice
of COz Allowance Auction, which date shall be no sooner than 15 days following the date of
publication of the Notice. Application information and forms shall be made available electronically
on the CO; allowance auction website. As a part of their application, applicants will be required to
provide information and documentation relating to their ability and authority to execute bids and

honor contractual obligations. Such documentation may include but may not be limited to:

(1) Information and documentation regarding the corporate identity, ownership,

affiliations, and capital structure of the applicant;



(2) Declarations as to the beneficial ownership of any allowance that may be acquired

through the auction;

(3) The identification of any indictment or felony conviction of the bidder, or any member,

director, principle, partner, or officer of the applicant or any affiliate or related entity;

(4) A statement by the applicant as to prior findings of non-responsibility with regard to
any New York State procurement including findings under Section 139-j of the New York

State Finance Law;

(5) The identification of any previous or pending investigation with respect to any alleged
violation of any rule, regulation, or law associated with any commodity market or

exchange;

(6) Evidence demonstrating that such applicant has opened a general or compliance
account as provided for in the provisions in 6 NYCRR 242-6.2 and identification of

relationships with any other account holder;

(7) Applicants may be denied qualification based on the information provided or upon

information as to such applicant obtained independent of the application process;

(b) The Authority will review each application for qualification and make determinations as to
qualification to participate or otherwise submit bids in a CO> Allowance Auctions. Failure to
provide any information required by the Notice of CO> Allowance Auction may result in the
application being declared incomplete or otherwise deficient. If an application for qualification is
determined to be incomplete or otherwise deficient, the Authority shall notify the Applicant and

state the reason therefore. Applicants whose applications for qualification have been determined



to be incomplete or deficient will be given a reasonable opportunity, and in no event less than 5

business days to provide additional information and to cure such deficiencies.

(c) Parties found qualified for participation under subsection (b) will be qualified for subsequent
CO: Allowance Auctions, and will be qualified to participate in such auctions within the financial
security limitations of section 507.9(h); provided that there has been no material change to the
information provided in the previously submitted application, that the party is within one of the
categories of eligible bidders described in the Notice of CO, Allowance Auction for such auction,
and such party meets all other requirements for participation. Any party found qualified shall notify
the Authority of any material change in the information provided in the application for
qualification no later than the date on which qualification applications for the next auction are due.
Such notification shall state the date the change occurred and describe the change in sufficient
detail to enable the Authority to determine if a change in the qualification status to participate in

future auctions is warranted.

(d) The Authority may require parties previously found qualified to update and re-file applications

for qualification on an annual basis.

(e) The Authority may suspend or revoke qualification of any party if such party fails to comply

with this Part 507 and/or the provisions of 6 NYCRR Part 242.

(f) Bid Submittal Instructions. All bids shall be in a form prescribed by the Authority, which shall
be made available electronically on the CO, Allowance Auction Website, as appropriate. All bids

submitted will be considered binding offers for the purchase of allowances under the rules of the

auction, this Part, and 6 NYCRR Part 242.



(g) If the Authority determines that a bidder has provided false or misleading information, or has
withheld pertinent information in its application, or has otherwise failed to comply with any
material provision of Part 507 or has violated any part of the auctions rules, the bidder may be

prohibited from participating in any future CO> Allowance Auctions.

(h) To receive approval to participate in any specific auction, otherwise qualified bidders will be
required to provide financial security in the form of a bond, cash, certified funds, or an irrevocable
stand-by letter of credit, in a form acceptable to the Authority. Financial security shall be provided

in a form and manner as described in the Notice of CO2 Allowance Auction.

(1) Parties who have posted financial security may request return of their financial security
at any time prior to or following any CO; Allowance Auction, and the Authority shall return
said financial security provided that the Authority has no current or pending claim to such
security as a result of a failure of the party to comply with these regulations or to pay the

full amount of its accepted bid when due.

(2) Financial security may be forfeited to and retained by the Authority in the event the
bidder's offer is accepted in a CO> Allowance Auction and the bidder fails to tender

payment of the full amount when due.

507.10 Notice of auctions.

(a) A Notice of CO> Allowance Auction (“Notice”) shall be published on the CO, Allowance
Auction Website and the Environmental Notice Bulletin ("ENB") no later than 45 days prior to the
date upon which each auction may be conducted. Such Notices may be transmitted electronically
to parties requesting such notification provided they have submitted an electronic-mail address to

the Authority Contact Person.



(b) Each Notice will provide a specific description of all auction participation requirements, and
shall include but not be limited to information including the date, time and location of the CO»
Allowance Auction, the categories of bidders who will be eligible to bid, the quantity of CO;
Allowances to be auctioned (by allocation year), the auction format, amount and type of security
required, any participation limitations, information regarding settling and clearing of allowance
payments, instructions as to qualification applications, the terms and conditions that will govern
auction transactions, other pertinent rules of the auction, and identification of an Authority Contact

Person for further information.

507.11 Auction reporting and transfer of CO:2 allowances.

A professional independent monitor such as a certified public accounting firm or similar entity
shall observe the conduct and outcome of each auction and issue a report to the Committee in
accordance with professional auditing standards addressing whether the auction was conducted in
accordance with the rules and procedures in the respective Notice of CO2 Allowance Auction.
Upon receipt and approval by the Committee of the report and upon payment in full by successful
bidders, the Authority shall transfer or have transferred the corresponding CO2 Allowances to each

successful bidder's applicable compliance or general account.

507.12 Auction and secondary market monitoring.

(a) In advising the Committee, the professional independent auction monitor will monitor each
CO2 Allowance Auction and develop and apply data collection methods, metrics, and analytic
techniques, and thresholds for identifying any bidding behavior or activity that may have a
significant impact on the efficiency and performance of such auctions, including, but not limited

to:



(1) Collusion,

(2) Market power, and/or

(3) Price manipulation.

(b) The professional independent auction monitor shall also monitor allowance market data and
information known to the Department and the Authority, including allowance transactions and
associated pricing reported in the CO> Allowance Tracking System, and other relevant data and
information to ensure fair competition, efficient pricing, and protection against collusive or

manipulative behavior in the CO2 Allowance Auctions and the CO; Budget Trading Program.

507.13 Publication of results.

Within 10 days of the transfer of CO, allowances provided for under section 507.11 of this Part,
the authority shall publish on the CO; allowance auction website the auction clearing price and the

total amount of allowances sold in such auction.



Resolution No.

WHEREAS, the Regional Greenhouse Gas Initiative (RGGI) is a cooperative,
historic effort among New York and nine other Participating States and is the first mandatory,
market-based carbon dioxide (CO2) emissions reduction program in the United States;

WHEREAS, the RGGI program is jointly implemented in New York by the New
York State Energy Research and Development Authority (“NYSERDA”), through its CO2
Allowance Auction Program regulations, and by the Department of Environmental Conservation
(“DEC”) CO2 Budget Trading Program regulations;

WHEREAS, earlier this year New York along with the Participating States
completed a comprehensive program review and announced a proposal to lower the regional
emissions cap and to make certain other changes to improve the RGGI program including
enhancing cost containment measures;

WHEREAS, in order to implement the proposed changes to the RGGI program
NYSERDA and DEC must adopt amendments to their respective regulations;

WHEREAS, the rule making process for NYSERDA is governed by the State
Administrative Procedure Act;

WHEREAS, NYSERDA and DEC are Co-Lead Agencies pursuant to SEQRA, as
the only agencies that have discretionary approval authority with respect to the amendments to the
RGGI program (“the Action”™);

WHEREAS, NYSERDA has determined the Action is an unlisted action as defined
under the New York State Environmental Quality Review regulations (“SEQR”);

WHEREAS, NYSERDA and DEC in their capacity as Co-Lead Agencies, have
completed Parts 1, 2, and 3 of the Environmental Assessment Form, and conducted an evaluation
of the potential environmental impacts of the Action; and

WHEREAS, NYSERDA and DEC have jointly determined that the Action will
not result in any significant adverse environmental impacts.

NOW THEREFORE, BE IT RESOLVED, that NYSERDA, in its capacity as Co-
Lead Agency, does hereby issue and adopt the attached Negative Declaration and Determination
of Non-Significance for the Action;

BE IT FURTHER RESOLVED that NYSERDA adopts the text of the Proposed
Rule, substantially in the form attached hereto;



BE IT FURTHER RESOLVED that NYSERDA, authorizes, approves, and directs
the publication of Notice of Proposed Rulemaking to revise Part 507 of Title 21 of the Official
Compilation of Codes, Rules and Regulations of the State of New York, titled CO2 Allowance
Auction Program, in substantially in the form attached hereto, including the (1) the Regulatory
Impact Statement (RIS); (2) Summary of the Regulatory Impact Statement; (3) the Regulatory
Flexibility Analysis for Small Businesses and Local Governments (RFA); (4) Rural Area
Flexibility Analysis (RAFA); and (5) Jobs Impact Statement (JIS), and;

BE IT FURTHER RESOLVED that the Members authorize the President and CEO,
or their authorized designee, to certify, execute, acknowledge, and deliver any regulatory
documents necessary to effectuate this resolution.
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