Analysis of the Waxman-Markey Renewable Electricity Standard (RES) (May 13, 2009) 
Bottom line: 

· The Waxman-Markey RES does not ensure that any new renewable electricity will be developed beyond the renewables that are already projected to occur under the business as usual forecast by the U.S. Energy Information Administration (EIA).
· EIA forecasts that (non-hydro) renewable generation will increase from about 3% of sales today to 10% in 2020, largely as a result of existing state renewable electricity standards, and the funding provided in the recent stimulus package.
· The RES does increase the assurance that the business as usual projection is met, by reducing the risk that utilities may not fully meet existing state renewable standards, or that natural gas prices remain very low, or that the stimulus bill funding for renewable energy not being as effective as projected.
· The energy efficiency compliance option will increase the amount of energy efficiency by 1-5% above business as usual, especially in states that are currently doing little to improve efficiency.
The Waxman-Markey RES requires large electric utilities (most publicly-owned utilities and rural coops excluded) to achieve 20% of their sales by 2020 from a combination of “renewable” energy generation and energy efficiency improvements (after subtracting existing hydro, new nuclear plants, and fossil generation with carbon capture and storage (CCS) from their baseline).  One-quarter of the total standard each year may be met using energy efficiency (i.e., 5% of sales in 2020). Companies may petition Governors to increase the use of efficiency to cover up to 8%, while reducing the renewable energy requirement down to 12% of adjusted baseline sales.  
Three variables will determine how much renewable energy generation is realized:

· the amount of energy efficiency used to meet the standard 
· how much new nuclear and CCS capacity will be built, reducing the baseline
· the extent to which utilities subject to state standards allow renewable energy credits for renewable generation that exceeds state standards to be sold to other utilities for federal compliance.  The bill allows each state to decide whether such credits must be retired to meet state standards, or may be resold to be used for federal compliance elsewhere.
UCS has compared a high renewable energy case and low renewable energy case to EIA’s projected business as usual (see slide 1).
In the high renewable energy case, the W-M RES would lead to slightly more renewable energy to be developed than business as usual, starting in 2020.  The high renewable energy case assumes that 
· All utilities use energy efficiency to meet ¼ of the standard, or 5% of sales. 
· Only the amount of nuclear and CCS in EIA’s business as usual projection is developed.  EIA projects 4.4 GW of new nuclear plant capacity by 2020 (not including uprates), increasing to 7.2 GW by 2030; while 2 GW of CCS are developed by 2017, with no additional capacity coming online through 2030.

· All states with renewable standards higher than the federal standard require credits used to meet those standards to be retired. Sixteen of the 28 states with existing standards would meet this criterion in 2020. None are allowed to be sold to utilities in other states for federal RES compliance, even though such sales would reduce the cost of utilities meeting their own state standards.
In the low renewable energy case, the W-M RES would require 8.3% of US sales from renewable energy in 2020, compared to EIA’s business as usual projection of 9.9%.  The low renewable energy case assumes that

· Governors grant petitions allowing utilities in all states to use energy efficiency to meet the maximum allowed 8% of sales.
· The amount of nuclear and CCS generation in EPA’s analysis of the Waxman-Markey bill are developed.

· All states with renewable standards higher than the federal standard allow utilities to sell renewable energy credits above the federal standard to be sold to utilities in other states for federal RES compliance.

Actual renewable energy developed under the bill is likely to be between the high and the low cases. In UCS’ view, the amount is likely to be closer to the low renewable energy case, because of the economic incentives to use more energy efficiency and sell renewable energy credits, and because the W-M bill provides substantial economic incentives to build new CCS and nuclear facilities.  The high case, in particular, is very implausible. 
