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to
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November 21, 2017

Via email to NYISO at IPP_feedback@nyiso.com
Response to DPS sent through Document and Matter Management System “Matter 17-01821"

These comments are submitted as a private retired citizen. They do not reflect the position of
any of my previous employers or any other company | have been associated with, these
comments are mine alone.

| previously submitted comments recommending that the carbon pricing initiative consider a
range of SCC values including the proposed value and the values included in the Regulatory
Impact Analysis for the Review of the Clean Power Plan: Proposal. The Executive Summary of

the Brattle Report notes that “Harmonizing state goals and the operation of wholesale
electricity markets could leverage market forces to more efficiently meet both state goals and
traditional electric system goals of providing affordable, reliable supply.” This statement makes
for a nice slogan, but the reality is different. There are barely enough electric sector emissions
available to meet the 2030 goal and nowhere near enough for the 2050 goal. Because the
proposed carbon price is on only one sector of the economy, the theory that increasing the
price of carbon will drive the market to less carbon intensive alternatives fails. Instead, driving
up the price of electricity makes the conversion to electric based residential heating and
transportation more difficult. | consider these fatal flaws to the proposed initiative.

The Reforming the Energy Vision (REV) state energy goals in 2030 are a 40% reduction in
Greenhouse Gas (GHG) emissions from 1990 levels and a 50% renewable generation. In 2050
the goal is an 80% Reduction in GHG emissions from 1990 levels. The NYSERDA Patterns and
Trends document notes that the 1990 Carbon Dioxide equivalent (CO:ze, standing in for GHG)
emissions were 235.8 million metric tons so the 2030 goal is 141.5 million metric tons or a 94.3

million ton reduction. In 2050 the goal is 47.2 million metric tons which is a 188.7 million
metric ton reduction.

Figure 1 shows the trends in New York State COze emissions, energy (TBtu) and COe intensity
which is the emissions divided by the energy. Note that the energy used in New York rose until
2005 and has since started to drop while the pattern of COze has ebbed and flowed more but

has also dropped since 2005. The question is whether pricing carbon in the electric sector can
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affect these trends to meet the state goals. In order to do that we have to look at what drove
the trends.

Figure 1: NYS CO,e, Energy and CO,e Intensity
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In order to reduce GHG emissions there are three direct approaches:

1. Replace energy sources that generate GHGs with ones that don’t

2. Energy efficiency — use energy more effectively

3. Energy conservation — use less energy
In addition there are a couple of indirect ways: reduce the population and reduce the gross
state product or economic growth. | mention those two methods to point out that neither
approach is politically palatable as an approach to reduce GHG emissions and that historically
the gross state product has increased and population has stayed relatively constant.

The NYSERDA Patterns and Trends document contains the energy and emissions data by sector

needed to evaluate the causes of the observed reductions. Figures 2 and 3 show the trend of
primary energy consumption by the residential, commercial, industrial, transportation and
electric energy production sectors by total energy use (TBtu) and % of total. Residential has
bounced around but is effectively the same since 1080 and the commercial sector trended up
but has trended down to roughly the same levels as 1990. Given the growth in the economy it
appears it appears to me that investments in conservation and efficiency have produced some
results. The most notable decrease has been the industrial sector, down over 200 TBtu since
1980. While efficiency and conservation have helped with that it is more likely a result of the
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decline of the industrial sector in New York. Transportation energy use has grown consistently
since the mid-80’s. The electricity sector grew until approximately 2005 and has since dropped.
It does not appear on the basis of historic trends that energy conservation and energy efficiency
will be major factors for compliance with the emissions goals.

That leaves carbon emission reductions to make the majority of the reductions necessary.
Figures 4 and 5 show the trend of GHG emissions by the residential, commercial, industrial,
transportation and electric energy production sectors and % of total. Note that these are
emissions from fuel combustion only so the totals are not the same as shown before. The
emissions trends for residential, commercial, industrial and transportation sectors are similar to
the energy trends. Residential and commercial are roughly the same, industrial is down, and
transportation is up. Electricity sector emissions are down more than the total energy. This is
the only sector the proposed price on carbon will affect.

Because the electric generation sector is the only sector that will be affected by the proposed
carbon price we need to evaluate the sources of electricity generated in New York. Figure 6
shows the percentage of electricity provided by different sources: coal, natural gas, petroleum
(residual oil and distillate), hydro, nuclear, imports, other (landfill gas & biomass), wind and
solar. Coal and petroleum have gone down significantly since 1990. Natural gas has increased
significantly as has imports. After Nine Mile Point unit 2 came on-line nuclear has stayed about
the same as has hydro. In the pastfew years enough solar and wind have come on line to
appear on the chart. Figure 7 shows the total energy provided by the same categories. Clearly
the biggest changes have been the reduction of coal and petroleum fuel use and increase of
natural gas and imports.

In order to determine how much the carbon pricing program can directly affect CO2e emissions
we need to look at the electric sector emissions relative to emissions from the rest of New York
State. Figure 8 shows the trends and Table 1 shows the data. Statewide coal and electric sector
oil have gone down 55 million metric tons but since 1990 natural gas has gone up. It can be
argued that for the most part the major decreases in coal and oil were the result of changes in
the relative cost of fuel and had nothing to do with New York State policy. Moreover, the State
has drafted regulations to eliminate the use of coal so carbon pricing will have no effect on
those emission and there are only 3.9 million metric tons of reduction available anyway. With
respect to electric sector emissions, no further oil use reductions are expected because the
current levels represent the minimum emissions necessary to maintain oil as a backup and
emergency use fuel. That leaves natural gas emissions.



Overall, the total emissions in 2015 are only down 18% to 169.5 million metric tons and the
2030 target is 141.5 million metric tons so further reductions of 28 million metric tons are
necessary. Putting a price on electric sector carbon could, in theory, reduce the total sector
emissions of 29.2 million metric tons. However, the primary way to reduce emissions from the
other sectors is to replace fuel combustion with electricity. The unintended consequence of the
carbon price then will be to increase the price of electricity making those conversions less
attractive.

On one hand carbon pricing is touted as a market-based solution to carbon reductions.
However, that only works when the tax is applied to the entire economy. The proposed New
York carbon pricing approach is only for the electric generation sector, so market intervention
will be required to subsidize the electrification conversions necessary to meet the targets if only
because the proposal increases the cost of electricity making conversions less attractive. As
soon as that happens the elegant market-based solution devolves into special interest lobbying
at the expense of the general public.

Already labor unions, community groups, environmental organizations, faith communities, and
environmental justice advocates are supporting just such a carbon tax scheme. While the New
York State Climate and Community Protection Act (CCPA) (S5.8005 / A.10342) covers all sectors it
specifically proposes to not only return the revenues to ratepayers but also includes subsidies
to renewable energy sources in general and targeted subsidies as well and worker and
community support.

While the intent of carbon pricing to harmonize state goals and the operation of wholesale
electricity markets to leverage market forces to more efficiently meet both state goals and
traditional electric system goals of providing affordable, reliable supply makes for a nice slogan
the reality is different. There are barely enough electric sector emissions available to meet the
2030 goal and nowhere near enough for the 2050 goal. Because the proposed carbon price is
on only one sector of the economy, the theory that increasing the price of carbon will drive the
market to less carbon intensive alternatives fails. Instead, driving up the price of electricity
makes the conversion to electric based residential heating and transportation more difficult.



Fig. 2: Trend NYS Primarary Consumption of Energy (TBtu) by

Sector
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Fig. 3: Trend NYS Primarary Consumption of
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Figure 4: NYS CO,e Emissions (million metric ton) by Sector
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Figure 5: NYS CO,e Emissions by % Sector Trend

120%
>

100%
80%
60%
40%
0
P & S P o S > >

S N 5 & H o % > O
o S S N v
NIRRT TR RDTRDTADT AR AR ADT 4D AR ADT AR AR ADT ADT AR AR ADT AR AD

xX

M Residential ™ Commercial ™ Industrial M Transportation M Electric Generation



Fig.6: NYS Electric Generation by % Fuel Type
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Fig. 7: NYS Electric Generation by Fuel Type (GWh)
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Fig. 8: NYS Trend of CO2 by electric sector and rest of state
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Table 1: NYS Combustion Source CO2 Emissions by Electric Sector and Rest of State
Electric Electric Electric NYS NYS NYS NYS NYS NYS
Year Coal Natural Gas | Petroleum | Coal | Natural Gas | Petroleum | Gasoline | Aviation | Total
1990 24.7 12.6 27.1 8.4 34.9 44.9 51.8 2.1 | 206.5
1991 249 12.5 224 | 84 36.2 429 49.6 2.1 | 199.0
1992 26.3 13.9 14.5 7.3 41.0 44 .4 48.1 2.1 | 1975
1993 23.1 13.1 12.0 7.7 41.1 45.2 48.8 2.0 | 193.2
1994 225 15.8 9.8 7.5 42.4 43.7 47.5 23| 1914
1995 215 23.4 6.8 7.3 45.4 40.6 49.1 3.0 | 197.0
1996 22.0 17.3 7.9 7.5 48.0 43.7 48.4 4.5 | 1994
1997 23.3 224 70| 74 49.6 40.8 48.4 4.8 | 203.8
1998 24.5 20.5 12.0 7.4 46.7 36.2 48.6 59 [ 201.9
1999 22.9 23.5 10.9 7.2 45.9 40.3 49.4 3.6 [ 203.6
2000 24.1 20.2 123 ] 71 47.7 46.1 49.1 3.8 | 2104
2001 22.8 19.3 13.7 6.2 44.7 43.0 49.4 5.8 [ 205.0
2002 22.2 19.8 9.5 4.4 45.3 41.3 50.5 6.1 [ 199.1
2003 229 14.2 15.7 4.1 45.9 49.5 50.9 6.8 | 210.0
2004 22.1 14.0 17.0 4.0 45.8 52.4 50.6 7.7 | 213.6
2005 20.2 16.5 18.0 4.1 42.3 48.1 50.6 7.9 [ 207.7
2006 20.4 21.0 5.1 3.8 38.4 42.5 51.5 8.0 | 190.8
2007 20.9 22.1 6.4 3.6 42.3 43.8 50.8 79 [ 197.8
2008 18.5 216 28| 31 423 42.6 49.4 8.6 | 188.9
2009 125 19.9 1.9 2.3 42.0 39.6 49.1 6.6 | 173.9
2010 13.4 23.0 1.2 2.4 42.0 38.3 49.7 58 [ 175.7
2011 9.4 23.5 06| 24 42.7 34.3 47.0 6.1 | 166.0
2012 4.6 27.3 04 23 39.6 32.3 459 10.1 | 162.6
2013 4.5 24.9 0.6 2.0 44.9 30.8 45.7 10.7 | 164.1
2014 4.4 24.7 1.5 1.8 49.1 31.5 47.3 114 | 171.7
2015 2.1 25.8 1.3 1.8 48.4 31.2 46.6 12.3 | 169.5




