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Key Message

The American Clean Energy and Security Act will revitalize our economy by creating millions of new jobs,
increase our national security by reducing our dependence on foreign oil, and preserve our planet by reducing
the pollution that causes global warming.

Doing nothing is not an option. During the Bush-Cheney years, our dependence on foreign oil increased,
average American household energy costs went up $1,100, American job growth was the slowest of any
administration in 75 years, and carbon pollution was ignored for far too long.

CREATING AND SAVING JOBS

e Unleashing private sector investment in clean energy to create millions of new jobs that can’t be shipped
overseas and making America the global innovation leader. Clean energy technology — made in America.

e Protecting jobs now, and helping energy-intensive industries like the steel, iron, and paper industries
transition to a cleaner, more profitable future.

e Making farmers and ranchers a part of the solution, with carbon-offsetting crops and forests, and biofuel and
wind farms to repower America.

MAKING US MORE ENERGY INDEPENDENT

e Cutting our use of foreign oil by more than 5 million barrels a day in 2030 — as much as we currently import
from the Middle East and Venezuela — when combined with vehicle efficiency and biofuel standards enacted
in 2007 and updated by President Obama.

e Promoting all forms of American clean energy, including: wind, solar, geothermal, biomass; support for
private investments in nuclear power; new clean energy and energy efficiency technologies; advanced coal
technology with carbon capture and sequestration; and efficient vehicles.

REDUCING POLLUTION

e Reducing pollution that causes climate change by limiting emissions from electric utilities, oil refineries, and
other major sources, and rewarding companies as they use cleaner technology. These limits are ambitious,
achievable, and will be fairly enforced.

e Using what works, with the same market-based, American solution we put in place to successfully fight Acid
Rain in the bipartisan Clean Air Act in 1990 - after which electricity rates fell 10 percent and the U.S.
economy added 16 million new jobs.

KEEPING COSTS LOW

e Transitioning off foreign oil and creating millions of jobs will have minimal impact on average households—
just 22 to 30 cents a day—less than a postage stamp — or S80 to $111 per year [EPA]. The bill helps all
consumers with price spike protection, and with additional monthly energy refunds so those in need will see
no cost.

e Investing in energy efficiency technology will save the average American household more than $4,000 by
2030 [ACEEE].

e Ensuring fiscal responsibility. CBO says the bill meets PAYGO requirements and will not increase the deficit.

The bill takes a balanced approach that has received broad support from members of Congress from all regions
of the country. The legislation is backed by a coalition that includes electric utilities, consumer groups, car
companies, manufacturers, environmental organizations, labor organizations, among many others.
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Clean American Power

Transitioning to a clean energy economy is vital to creating jobs and increasing our national security. The
Waxman-Markey bill will help stop the flow of U.S. gas dollars to the Middle East, and invest in a diverse,
comprehensive American energy portfolio.

Analyses from the EPA, EIA and others of the Waxman-Markey plan show that America will diversify our energy
economy, move forward on long-stalled projects such as solar, wind, nuclear and carbon capture and
sequestration, and create opportunities for new small businesses to break into the clean energy marketplace.

Renewable Energy

When the 20 percent by 2020 Renewable Electricity Standard in the Waxman-
Markey bill is combined with the clean energy commitments from the
American Recovery and Reinvestment Act, along with forward-thinking state
clean energy programs, the increases in American clean energy generation are
huge:

e Solar energy will increase 20-fold.

e Wind energy will increase more than 500 percent. DOE projects that
by 2020 the US could have 150,000 megawatts of wind.

e Biomass will increase by more than 350 percent.

e Geothermal will increase by 50 percent or more.

Nuclear Power

Placing a market cap on carbon pollution creates a competitive advantage for
carbon-free nuclear energy. According to EPA modeling of the draft Waxman-
Markey plan, twice as many new nuclear plants would be built by 2025 under
Waxman-Markey than without the legislation. The legislation also assists with
the financing of nuclear power by establishing a Clean Energy Deployment
Administration and reforming the existing Department of Energy loan
guarantee program.

Coal and Carbon Capture Technology

By putting a price on carbon and investing in carbon capture and
sequestration (CCS) technologies, coal plants will start to employ CCS by 2020,
according to the EPA analysis of Waxman-Markey. CCS technology is not only
critical for the future of domestic coal — but also for building a bridge to China
and India in the fight against global pollution.

Hydropower

Hydropower is already the largest source of renewable power and will
continue to play a role in our nation’s energy portfolio. American Rivers and
other environmental groups worked closely with the National Hydropower
Association to craft a definition of qualifying hydropower that would be
eligible under the Renewable Electricity Standard (RES), giving credit to
efficiency improvements and hydropower added to existing dams in an
environmentally responsible manner. Better utilization of these existing dams

has the potential to meet the power needs of nearly 8 million households.
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Energy Efficiency

Waxman-Markey will update standards for our nation’s appliances, buildings,
factories and power plants, saving families and businesses energy and money
while cutting emissions. Waxman-Markey will update standards for our
nation’s appliances and buildings, and encourage greater efficiency at factories
and power plants, saving families and businesses energy and money while
cutting emissions. An independent analysis of the bill says that the energy
efficiency provisions alone will save consumers over $4,000 by 2030 and
reduce our oil consumption by 1.4 million barrels per day.

Natural Gas

Natural gas produces half the carbon dioxide emissions of coal, and in recent
years new natural gas reserves have been discovered in the Eastern United
States. The Waxman-Markey legislation encourages the use of this domestic
resource to meet our energy needs, and provides assistance to consumers
who rely on natural gas for home heating.

WIND SOLAR
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HOW THE AMERICAN CLEAN ENERGY AND
SECURITY ACT (HR 2454) CREATES JOBS

Legislation now in the U.S. House of Representatives makes
the case that economic recovery, job creation and addressing
global warming are linked. Here’s how it works:
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Breakthrough Reached on Provisions for America’s Farmers

The Agricultural Offsets section of the American Clean Energy and Security Act empowers farmers, ranchers and
forestland owners to fully participate in a market-based carbon offset program, earning income for activities they
undertake to address global climate change.

Helps Producers’ Bottom Lines While Helping the Environment

o Allows farmers, ranchers and forestland owners to work with USDA and its conservation partners to design and
implement plans that reduce or avoid greenhouse gas emissions and sequester carbon on their operations.

o Directs the U.S. Department of Agriculture to use its extensive network of specialists and field offices to establish and
carry out the agricultural offsets program.

o Fully exempts agriculture from being covered by the cap-and-trade system.

e Provides flexibility to allow producers to undertake activities to help address global climate change while recognizing
the realities of modern farming practices.

Ensuring Environmental Integrity

o After producers have implemented their practices, independent third party verifiers will ensure that plans have been
followed and the intended amount of carbon has been removed from the atmosphere.

o A specific list of practice types is included to assist the Secretary of USDA in implementing the program and to help
producers determine which types of activities will work best on their operations.

Protects Early Actors

¢ Allows farmers and ranchers who participate in USDA conservation programs or who have already undertaken carbon
sequestration activities to receive offset credits.

¢ Fairly compensates early actors who have participated in voluntary offset registries for carbon sequestration, such as
the Chicago Climate Exchange, if their offsets from 2001-2009 have not been used.

o Allows producers who undertook carbon sequestration activities before 2009 to get credit for those activities and
reductions that continue on their farms.

Renewable Fuels Standard

¢ The definition of renewable biomass has been harmonized with the definition negotiated under the 2008 Farm Bill for
private lands while preserving environmental safeguards for those materials currently found on public lands.

¢ In addition, the bill addresses a provision in the 2007 Energy Bill that unfairly penalized American biofuels producers
and requires any future regulations on international Indirect Land Use Changes to be based on sound science.

Rural Utilities

o The legislation ensures that no utility receives a “windfall” of allowances above what it needs to cover its costs of
complying with the cap-and-trade program. The bill also provides additional assistance to small utilities for efficiency,
renewable electricity, or low-income assistance programs.

I”

Supporters

o The National Farmers Union, Renewable Fuels Association, American Corn Growers Association, National Association
of Wheat Growers, Growth Energy, and American Farmland Trust support the bill, with passage of the Manager’s/
Peterson amendment.

The House Agriculture Committee
Chairman Collin Peterson



BY THE NUMBERS

JOBS:

e Moving to a clean energy economy and transitioning off foreign oil will create whole new industries and
millions of new jobs. A recent jobs study concluded that the American Clean Energy and Security Act and
the American Recovery and Reinvestment Act would create 1.7 million new clean energy jobs. [Center
for American Progress]

e The energy efficiency provisions alone in the American Clean Energy and Security Act will generate
770,000 jobs by 2030. [ACEEE]

e Dollar for dollar, investments in a clean energy economy will create four times as many jobs as
investments in the oil and gas industry.

e Jobs in the clean energy economy grew more than 9 percent, two and one-half times the rate for
traditional jobs between 1998 and 2007.

ENERGY INDEPENDENCE:

e U.S. consumers are exporting $400 billion a year to pay for foreign oil.

e America's energy bill will increase by $420 billion annually within the next 5 years if we do nothing to
reduce our dependence on oil and fossil fuels. That amounts to $3,500 annually for every family in the
nation. [NRDC]

e The bill will cut the use of oil and petroleum products by 1.4 million barrels a day in 2030. [ACEEE]

e The American Clean Energy and Security Act - combined with the 2007 energy bill and the Obama
Administration’s plan to ramp up vehicle fuel efficiency standards - will cut the use of oil by more than 5
million barrels a day in 2030. That is equivalent to all the oil we currently import from the Middle East
and Venezuela and one-fourth of our nation’s current total daily consumption - and will save consumers
more than $135 billion in fuel costs.

LOWER COSTS/SAVING MONEY:

e Transitioning off foreign oil will have minimal impact on average households at just 22 to 30 cents per
day - less than a postage stamp - or $80 to $111 per year. [EPA]

 The average American household saw their energy costs for electricity and gasoline rise $1,100 under the
Bush-Cheney plan, between 2001 to 2007.

e Low-income families would actually receive a $40 net benefit from the legislation in 2020. [CBO]

o A Republican requested analysis shows the average annual cost of the legislation would be approximately
$175 per household in 2020 — not including energy efficiency savings of approximately over $4,000 per
household by 2030. [CBO; ACEEE]

e The American Reinvestment and Recovery Act is estimated to save households up to $98 per year in
energy costs.



COMPETING IN A GLOBAL ECONOMY: America should be leading the world in clean energy; instead we're
falling behind in the race for jobs and technology that will drive global markets for generations.
e China is spending six times more on clean energy in their economic stimulus bill (as a percentage of their
economy) than we are: $12.6 million every hour.
e We rank below Spain, Denmark, and Portugal in the use of wind power.
e The Germans control nearly half of the global photovoltaic market, and Europe deployed 13 times more
solar photovoltaic power than the United States last year.
e Only six of the top 30 wind, solar, and advanced battery technologies are American.

EFFICIENCY: ENERGY SAVINGS & REDUCED POLLUTION:

e The energy efficiency provisions in H.R. 2454 could reduce U.S. energy use by about 5 percent in 2020 —
saving more than the annual energy use of 47 of the 50 states, including New York State — and that will
grow to 12 percent in 2030.

e The efficiency savings alone will reduce projected carbon pollution in 2020 by the equivalent of taking
57 million cars off the road for a year. [ACEEE]

LESS POLLUTION/FIGHTING GLOBAL WARMING:

e The American Clean Energy and Security Act would reduce total global warming emissions 83 percent
below 2005 levels by 2050.

e Heavy downpours in the last 50 years have increased 67 percent in the Northeast and 31 percent in the
Midwest. Unsurprisingly, this time has been marked by record flooding in those regions. [U.S. Global
Change Research Program]

e Average global temperatures could increase 11 degrees Fahrenheit by the end of the century, with
greater overall increases in the United States exceeding global averages. [USGCRP]

e The growing season now starts 2 weeks earlier, impacting farming and crops in rural America. [USGCRP]

e Sea-level rise would be 3-4 feet by 2100, completely flooding places like the Everglades and Cape
Canaveral. [USGCRP]

The think tank Third Way conducted a focus group and made this WORD CLOUD with answers to the
question, “What would change mean in how we get and use energy - the kind of change you would like to
see?”



Myths VS. Facts

MYTH: The bill will raise energy costs, imposing a hidden energy tax of $3,100 per year.

FACT: The EPA found the overall impact on the average household would be 22 to 30 cents per day ($80 to
$111 per year)—or less than the cost of a postage stamp a day. This does not take into account the household
energy costs savings from the American Reinvestment and Recovery Act estimated of up to $98 per year.

Congressional Republicans requested a CBO analysis of the bill that shows an average cost around 48 cents per
day for the average household in 2020 ($175 per year) — 18 times smaller than what the House GOP’s been
claiming for months — and still not including efficiency savings. In fact, household savings generated from
greater efficiency in appliances and homes are estimated to total over $4,000 a year by 2030. [ACEEE]

Neither the EPA analysis nor the CBO analysis take into account the benefits of reducing global warming to our
economy, farmers, children, and our planet.

Bottom line is that transitioning off foreign oil and creating millions of jobs will have minimal impact on
average households. No wonder the St. Petersburg Times’ Politifact fact-checker site calls this a “pants on fire
lie” and the MIT professor cited as the source called the figure “wrong in so many ways.”

MYTH: This plan will cost jobs and stop economic growth.

FACT: This transition to clean energy is going to be a key driver for economic growth—unleashing private
sector investment that will far outweigh government incentives. The measure will create millions of new
American clean energy jobs that can’t be shipped overseas -- whether it’s installing solar panels,
manufacturing wind turbines, or renovating homes for greater energy efficiency — as well as whole new
industries. The clean energy jobs plan promotes building a smart grid and the production of clean electric cars.
The plan includes incentives for farmers and agriculture and provisions for retooling factories — a move that
will breathe new life into America’s manufacturing sector and assembly lines that have been left idle by this
recession. Under the EPA’s analysis of the Waxman-Markey bill, the nation gross domestic product grows
robustly - from $13 trillion in 2008 to over $22 trillion in 2030, as clean energy technology is deployed and
carbon pollution is reduced.

MYTH: This plan will harm manufacturing and ship jobs overseas.

FACT: This legislation will strengthen U.S. global competitiveness, helping America become the world leader in
new energy technologies, while preventing American job losses to other countries. Reducing our carbon
emissions will create good jobs manufacturing clean energy technologies, weatherizing and updating new
energy efficient buildings, and making thousands of other products in America. A single wind turbine contains
up to 400 tons of steel, along with 8,000 parts, from copper wire, gearboxes, and ball bearings to electronic
controls. Jobs making these components must be created here in America. The clean energy jobs plan
includes critical protection measures for American workers and businesses to prevent the shifting of jobs and
pollution to other countries. Under the Waxman-Markey bill, energy-intensive, trade-exposed industries like
steel will receive allowances to cover transition costs as America moves toward energy independence. The
auto industry will also receive incentives to manufacture electric and other advanced technology vehicles.

MYTH: This amounts to an economic declaration of war on the Midwest.

FACT: Quite the opposite. The bill will spur a clean energy economy to reinvigorate the Midwest’s battered
manufacturing base and will help Midwestern consumers. More than 50 percent of the value of the pollution
program is set aside to protect consumers, and the bill includes provisions designed specifically to protect
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consumers in states that rely largely on coal for electricity. The bill directs local electricity distribution
companies, which are given permit values according to their carbon emissions, to pass along that money to
consumers to protect them from rate increases on their electricity bills. And the bill provides additional
consumer protections including monthly energy refunds for families in need.

The bill also contains provisions to protect the manufacturing sector of our economy from unfair competition
from foreign countries and companies that refuse to deal with their carbon pollution. The bill includes help for
the automobile industry to retool their facilities to build more fuel efficient vehicles. In fact, the bill creates
new manufacturing job opportunities in areas hard hit by the recession and the struggles of the auto industry.
This measure will build on the investments of the American Recovery and Reinvestment Act, which is
estimated to create nearly 160,000 new jobs in the Midwest.

MYTH: Rural Americans will be adversely impacted from higher energy prices under the bill.

FACT: This legislation also creates an opportunity for farmers and ranchers, establishing a robust carbon
offsets market that would allow farmers to create and sell carbon offsets to polluting entities. Farmers would
be paid for their land stewardship efforts — planting trees, preserving existing forests, no-till farming and other
efforts that reduce global warming emissions. A viable carbon offsets market — one that rewards farmers,
ranchers and forest landowners for stewardship activities — has the potential to play a very important role in
helping America address climate change while providing a possible new source of revenue for landowners. The
EPA has estimated the market for agriculture and other domestic offsets would be worth at least $4 billion
annually through 2030.

Rural America is uniquely positioned to create the clean energy to power our economy. From wind turbines
paying royalties to ranchers and farmers, to cellulosic biofuels and biomass energy, rural America’s natural
resources will create home-grown American energy. And these investments in rural America will avoid the
steep cost of global warming to America’s farmers and ranchers, with greater risk of drought, floods and lower
crop yields if we do not act as good stewards of the earth.

MYTH: It is unfair for America to take action on climate change when some of the biggest polluters in the
world, like China and India, are not.

FACT: America does not set its policy according to what China does. America leads. Action by the U.S. is crucial
to putting pressure on China and India to become part of the world effort to address the climate crisis. One
guarantee: China and India will not cap their carbon emissions unless the U.S., the largest emitter in the West,
moves first. We need to enact this bill to make sure that America, and not China, becomes the leader in new
energy technologies that will create millions of new jobs and be needed worldwide over the next decade. A
comprehensive energy bill will unleash investments in new clean energy technologies that can be
manufactured here in America, used to reduce our pollution, and exported to nations like China and India.
Opponents of the bill are willing to miss this economic opportunity to be a world leader again in new energy
technologies that will create whole new industries and millions of new jobs.

MYTH: Republicans claim that other House committees have not had a chance to debate energy and climate
policy and that this bill is being rushed through Congress.

FACT: House committees have completed more than 70 hearings and markups on these issues, including in
Agriculture (4), Ways and Means (4), Science and Technology (16), Transportation (9), Natural Resources (13),
and Foreign Affairs (1). There have been 27 hearings and markup sessions in the Energy and Commerce
Committee and in the Select Committee on Energy Independence and Global Warming. The bill was favorably
considered in the Energy and Commerce Committee more than one month ago (May 22), and the measure has
been analyzed by the Congressional Budget Office and Environmental Protection Agency.

MYTH: Republicans claim that NOT ONE small business had weighed in on energy and climate legislation.
FACT: This Spring, more than 22,000 small business owners delivered a petition to Congress calling for action
on energy and climate.
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Questions and Answers

Global warming is the challenge for this generation. We can argue why the 10 hottest years on record in the
U.S. have all occurred since 1998. And we can argue about the changing weather patterns we’ve all seen — the
floods, droughts, and tornadoes. But whatever the causes we must do something: stop the carbon pollution
that is heating our planet and contributing to diseases like asthma and emphysema. We can protect the future
of our children and planet with a comprehensive clean energy plan investing in new technologies, like wind
and solar power that will rebuild our manufacturing base and get our economy moving again. The American
Clean Energy and Security Act is a comprehensive approach to will create millions of clean energy jobs, reduce
our dependence on foreign oil, and increase our national security.

Q: How will a cap on carbon pollution work?

A: A market-based cap on pollution puts a limit on the amount of carbon and other heat-trapping emissions
large power plants and other sources can emit. It then uses the power of a well-regulated market to get
companies competing to produce the cleanest and cheapest energy and materials. Companies can decide
whether it is more economical to make investments in reducing carbon pollution, or to buy credits from other
companies or farmers. It then re-invests revenues from the market back to consumers, energy research and
development, and job-creation measures. Over time, pollution is reduced and our energy, vehicles,
appliances, and other parts of our economy will be cleaner, cheaper and American-made.

It is modeled after the Acid Rain solution, which was bi-partisan and signed by the first President Bush. Former
Senator John Warner (R-VA) endorsed the Waxman-Markey bill, and even Sen. John McCain and Newt Gingrich
have backed market-based pollution caps as the best vehicle for fighting pollution. The Waxman-Markey
approach not only fights pollution, it also invests resources into consumer and worker protection, clean energy
and efficiency savings for businesses and families.

Q: How will this impact low-income families?

A: On top of the significant protections for all consumers through allowances to electricity, natural gas and
heating oil companies, the bill includes monthly energy refunds for low-income families against higher energy
prices. In fact, the one-fifth of families with the lowest incomes would see an average benefit of about $40 in
2020 under the bill, without accounting for the substantial energy efficiency savings. [Congressional Budget
Office, 6/19/09]

Specifically it dedicates 15% of the allowances to low-income families through monthly energy refunds -- equal
to the average cost to these households (after taking the general consumer relief into account). CBO estimates
this payment for the all eligible households would average $302 in 2012, growing to $550 by 2019. For larger
families (eligible family of five), the payment would start at $465 in 2012, growing to $834 by 20109.
Households eligible for food stamps, the drug subsidy under Medicare, and Supplemental Security Income
would be automatically eligible for this monthly energy refund, and other households below 150 percent of
poverty could apply for benefits. In addition, the bill includes a tax credit to help those who are unlikely to
access the energy refunds.
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Q: Is the Senate going to act on this?

A: Majority Leader Harry Reid (D-Nev.) said yesterday “This fall, we’re going to have a bill in the Senate and
we’re going to vote on it” and recently commented that “If [the House] can do it, we can do it.” [Congress
Daily, 6/26/09; The Hill, 6/10/09]. A group of 25 senators, led by Senate Environment and Public Works
Chairwoman Barbara Boxer (D-Calif.), is rallying around the Waxman-Markey legislation. And last week, the
Senate Energy and Natural Resources Committee completed action on expansive energy legislation, requiring
greater use of renewable energy, funding for clean energy technologies, and training for workers in new
energy-related industries, which Majority Leader Reid plans to combine with legislation capping carbon
pollution that the Environment and Public Works Committee is aiming to mark up this summer and take up
after the August recess.

The President has made this legislation a centerpiece of his agenda.

Q: How does this compare with the initially criticized European model?

A: The portion of the bill that sets up a carbon “cap-and-trade” system is the same American solution we used
in the 1990s to successfully reduce Acid Rain, through the bipartisan Clean Air Act. After that system was put
in place, electricity rates dropped 10 percent and 16 million new American jobs were created.

Our legislation is different than the EU’s Emissions Trading System, which distributed too many pollution
permits. The companies sold their excess permits, kept the money, and raised rates anyway.

The American Clean Energy and Security Act would avoid the early mistakes of the EU system, by devoting
most of the allowances to public purposes and requiring electricity distributors to pass on these savings to
consumers. Specifically, more than 80 percent of the permits are used for public purposes, including consumer
rebates, worker assistance and job training, and only 17 percent are given to specified companies. [Harvard
economist Robert Stavins] A hefty fraction of permits go to regulated local electricity distributors, which must
pass on the savings to consumers in order to receive free permits. This will help lessen the impact of
electricity price hikes and avoid the windfall-profit problem that plagued Europe.

After the European Commission learned from early mistakes and made reforms, the system functioned
properly, and in 2008, carbon dioxide emissions were cut by more than 3 percent, while the economy grew by
0.8 percent.

Q: What about the possibilities of fraud and market manipulation in this new carbon market?

A: The bill provides for aggressive oversight of the trading market and includes anti-fraud and anti-
manipulation provisions that make sure the market is transparent, fair, and open. This is just a prelude to the
comprehensive financial regulatory reforms Congress will take up later this year to ensure accountability and
transparency for our financial and commodity markets.
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June 23, 2009
THE AMERICAN CLEAN ENERGY AND SECURITY ACT

(H.R. 2454)

Committee on Energy and Commerce

On May 21, 2009, the Energy and Commerce Committee reported the American Clean Energy and
Security Act by a vote of 33 to 25. The legislation will create millions of new clean energy jobs, enhance
America’s energy independence, and protect the environment. The summary below reflects changes in
the substitute amendment filed with the Rules Committee on June 22, 2009.

Key provisions in the bill:

. Require electric utilities to meet 20% of their electricity demand through renewable energy
sources and energy efficiency by 2020.

o Invest in new clean energy technologies and energy efficiency, including energy efficiency and
renewable energy ($90 billion in new investments by 2025), carbon capture and sequestration ($60
billion), electric and other advanced technology vehicles ($20 billion), and basic scientific
research and development ($20 billion).

o Mandate new energy-saving standards for buildings and appliances, and promote energy
efficiency in industry.

o Reduce carbon emissions from major U.S. sources by 17% by 2020 and over 80% by 2050
compared to 2005 levels. Complementary measures in the legislation, such as investments in
preventing tropical deforestation, will achieve significant additional reductions in carbon
emissions.

o Protect consumers from energy price increases. According to estimates from the Environmental
Protection Agency, the reductions in carbon pollution required by the legislation will cost
American families less than a postage stamp per day.

Because of its balanced approach, the American Clean Energy and Security Act has received broad
support from industry and environmentalists. During Committee consideration, the legislation was
backed by a coalition that included electric utilities, oil companies, car companies, chemical companies,
major manufacturers, environmental organizations, and labor organizations, among many others.
According to the Congressional Budget Office, the legislation meets PAY GO requirements.

Clean Energy Provisions

Renewable Electricity Standard. The American Clean Energy and Security Act (ACES) requires retail
electric suppliers to meet a growing percentage of their load with electricity generated from renewable
resources and electricity savings. The combined renewable electricity and electricity savings requirement
begins at 6% in 2012 and gradually rises to 20% in 2020. At least three quarters (75%) of the requirement
must be met by renewable energy, except that upon receiving a petition from the governor, the Federal
Energy Regulatory Commission can reduce the renewable requirement to three fifths (60%). In 2020,
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15% of the electricity load in each state must be met with renewable electricity and 5% with electricity
savings. Upon petition by the governor, the renewable requirement can be reduced to 12% and the
electricity savings can be increased to 8%.

Investments in Clean Energy. ACES requires major sources of carbon emissions to obtain a pollution
permit called an “allowance” for each ton of carbon dioxide or its equivalent that they emit. Through
2025, 13% of these allowances are allocated to investments in clean energy and energy efficiency. Using
EPA estimates of allowance prices, ACES invests over $190 billion through 2025 in clean energy and
energy efficiency programs, including: $90 billion in state programs to promote renewable energy and
energy efficiency; $60 billion in carbon capture and sequestration technologies; $20 billion in electric and
other advanced technology vehicles; and $20 billion in basic research and development into clean energy
and energy efficiency. The investments in carbon capture and sequestration include $10 billion generated
through a small “wires charge” on electricity generated through fossil fuels.

Investments in clean energy continue after 2025, with 5% of allowances being devoted to renewable
energy and energy efficiency, 5% to carbon capture and sequestration, and 1.5% to research and
development.

Supporting Private Investment in Clean Energy. ACES establishes a self-sustaining Clean Energy
Deployment Administration to support private investments in clean energy technologies, including
nuclear power. Other provisions promote private investment in clean energy by reforming the existing
Title 17 loan guarantee program.

Modernizing the Electricity Grid. ACES includes provisions to promote deployment of smart grid
technology and enhanced transmission planning.

Energy Efficiency Provisions

Building Standards. ACES establishes new standards for building efficiency, requiring new buildings to
be 30% more efficient in 2012 and 50% more efficient in 2016. States are offered allowances that they
can sell to support adoption and enforcement of the new standards. The Department of Energy must
enforce the standards in states that do not incorporate the building standards into their state building
codes.

Appliance Standards. ACES mandates new efficiency standards for lighting products, commercial
furnaces, and other appliances.

Vehicle Standards. The ACES discussion draft included provisions to harmonize federal fuel economy
standards with EPA carbon emission standards and California’s standards for light-duty vehicles. These
provisions were dropped in the reported bill after the Administration reached an agreement on light-duty
fuel economy standards with the automakers and California. The reported bill retains requirements for
EPA to promulgate carbon emission standards for heavy-duty vehicles and off-road vehicles, such as
construction equipment, trains, and large ships. ACES also integrates consideration of climate change
into the existing transportation planning process to further reduce transportation-related energy
consumption.

Other Efficiency Measures. ACES contains measures to increase the efficiency of water use and
promote energy savings by the federal government and other public institutions. As filed with the Rules
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Committee, the legislation creates a new energy efficiency program for small utilities with dedicated
funding.

Global Warming Provisions

ACES contains three primary programs for reducing dangerous carbon emissions that cause global
warming: (1) a cap on large domestic sources of emissions; (2) a program to reduce tropical
deforestation; and (3) an offset program. In addition, ACES caps emissions of global warming pollutants
that are substitutes for ozone-depleting chemicals, and it requires EPA to set performance standards for
some uncapped sources of emissions. Taken together, these programs will reduce carbon emissions by
28% to 33% below 2005 levels by 2020. By 2050, ACES will reduce carbon emissions by over 80%
below 2005 levels through these programs.

Capping Carbon Emissions from Large Sources. Starting in 2012, ACES establishes annual tonnage
limits on emissions of carbon and other global warming pollutants from large U.S. sources like electric
utilities and oil refiners. Under these limits, carbon pollution from large sources must be reduced by 17%
below 2005 levels by 2020 and 83% below 2005 levels by 2050. To achieve these limits, ACES
establishes a system of tradable permits called “emission allowances” modeled after the successful Clean
Air Act program to prevent acid rain. This market-based approach provides economic incentives for
industry to reduce carbon emissions at the lowest cost to the economy.

Preventing Tropical Deforestation. ACES directs EPA and the State Department to use 5% of the
allowances to secure agreements from developing nations to prevent tropical deforestation. This program
will reduce carbon emissions by an additional 10 percentage points below 2005 levels by 2020.

Emission Offsets. ACES allows capped sources to increase their carbon emissions if they can obtain
offsetting emission reductions from uncapped sources at a lower cost. The legislation allows capped
sources to use offsets to acquire up to 2 billion tons of emission credits annually. Half of these credits
must come from domestic sources, except that if insufficient domestic offsets are available, up to 1.5
billion tons of emission credits can be obtained from international offset projects. Starting in 2017, ACES
requires capped sources to turn in five tons of international offsets to receive four tons of emission credits.
This mechanism will reduce carbon emissions by up to an additional five percentage points below 2005
levels by 2020.

ACES contains multiple provisions to ensure the integrity of offsets, including review by an independent
scientific panel. Offsets may not be obtained from sources in a foreign nation until the United States has
entered into an agreement with the originating nation establishing the terms of the offset program.

Cost-Containment Measures. ACES contains numerous cost-containment measures recommended by
an industry-environmental coalition called the U.S. Climate Action Partnership (USCAP). These include
unlimited banking, a two-year compliance period (which allows borrowing one year in advance), and a
strategic reserve of allowances that are available for auction if allowance prices exceed 160% of their
three-year average. The proceeds of any sales from the reserve will be used to acquire additional
international offsets, which will replenish the reserve at a low cost and result in additional reductions in
carbon emissions. In addition, ACES establishes a minimum floor price for auctioned allowances of $10
(in 2009 dollars) to provide stability and investment certainty.

Carbon Capture and Sequestration. ACES uses a combination of regulatory requirements and
financial incentives to ensure that new coal-fired power plants will operate with carbon capture and
3
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sequestration (CCS) technology. All new coal plants permitted after 2020 must use CCS when they
commence operations. Coal plants permitted between 2015 and 2020 lose eligibility for federal financial
assistance if they do not use CCS when they commence operations; if they do not use CCS when they
commence operations, they must retrofit CCS by no later than 2025 without federal financial assistance.
Coal plants permitted between 2009 and 2015 lose eligibility for federal financial assistance if they do not
retrofit CCS within five years after commencing operations; if they do not retrofit CCS by this date, they
must retrofit CCS by no later than 2025 without federal financial assistance. The 2025 retrofit deadline is
accelerated if four gigawatts of electricity generation is deployed with CCS before 2025; it may also be
extended by EPA by up to 18 months on a case-by-case basis.

Allowance Provisions

ACES requires that major U.S. sources of emissions obtain an allowance for each ton of carbon or its
equivalent emitted into the atmosphere. EPA estimates that in 2005 dollars, these allowances will cost
$11 to $15 in 2012 and increase to $22 to $28 by 2025. These allowance price estimates are consistent
with estimates by the Congressional Budget Office. According to CBO, allowance prices in 2005 dollars
will be $14 in 2012 and increase to $28 by 2025. At these allowance prices, the total value of the
allowances created under the legislation ranges from $50 to $70 billion in 2012 to $90 to $120 billion in
2025.

For the period from 2012 through 2025, 55% of the allowances will be used to protect consumers from
energy price increases; 19% will be used to assist trade-vulnerable and other industries make the
transition to a clean energy economy; 13% will be used to support investments in clean energy and energy
efficiency; and 10% will be used for domestic adaptation, worker assistance and training, prevention of
deforestation, and international adaptation. The remainder (3% of allowances) will be used to help ensure
that ACES is budget neutral.

From the period from 2026 through 2050, up to 58% of the allowances will be used to protect consumers;
19% will be used for domestic adaptation, worker assistance and training, prevention of deforestation, and
international adaptation; 12% will be used to support investments in clean energy and energy efficiency;
7% will be used to ensure budget neutrality; and at least 4% will be used to assist trade-vulnerable and
other industries.

Under ACES, approximately 80% of allowances are distributed without charge during the early years of
the program to ease the transition to a clean energy economy. This transition period starts to phase out
after 2025. By 2031, about 70% of the allowances are auctioned.

Protection of Consumers. ACES establishes five programs to protect consumers from energy price
increases: one for electricity price increases; one for natural gas price increases; one for heating oil price
increases; one to protect low- and moderate-income families; and one to provide tax dividends to
consumers. In combination, these programs substantially reduce the impact of ACES on American
consumers. EPA estimated that the global warming provisions in the ACES discussion draft would cost
the average household $98 to $140 per year, less than a postage stamp per day. EPA has estimated that
the changes to ACES made in Committee will further reduce the costs of the legislation.

Protection from Electricity Price Increases. Electricity price increases will be regional in nature, with the
greatest increases occurring in the coal-dependent regions of the country. To mitigate these price
increases, the regulated utilities that distribute electricity to consumers will receive 32% of allowances
through 2025 under a formula that distributes half of the allowances based on emissions and half based on
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electricity generation. These utilities are directed to use these allowances exclusively to keep rates low
and, to the extent they use rebates, to do so to the maximum extent practicable by reducing the fixed-rate
portion of consumer electricity bills. As filed with the Rules Committee, the legislation contains a new
ratepayer fairness provision that ensures against windfalls by providing that no local distribution company
should receive more allowances than necessary to cover its direct and indirect costs.

Protection from Natural Gas Price Increases. To mitigate increases in natural gas prices, the regulated
utilities that distribute natural gas to consumers will receive 9% of allowances from 2016 through 2025.
One-third of these allowances must be used for energy efficiency programs. The remainder must be
passed through to consumers through lower prices under provisions similar to those that apply to the
regulated electric utilities.

Protection from Heating Oil Price Increases. To mitigate increases in home heating oil prices, states will
receive 1.6% of allowances through 2025 under a formula based on home heating oil use. These
allowances must be used for rebates to consumers and investments in energy efficiency.

Protection of Low- and Moderate Income Families. The electricity, natural gas, and heating oil
provisions mitigate the costs of ACES on all consumers. In addition, ACES directs that 15% of the
allowances be auctioned and the proceeds distributed back to consumers through a combination of
refundable tax credits and electronic benefit payments. The Center for Budget and Policy Priorities
estimates that these provisions will fully protect the bottom quintile of families and part of the next
quintile from any direct or indirect energy price increases.

Consumer Climate Dividend. Under ACES, many of the allowance provisions phase out starting in 2026.
As these allowance allocations are phased out, ACES directs that the remaining allowances be auctioned
and the proceeds distributed to consumers through tax credits.

Protection of Trade-Vulnerable and Other Industries. Pursuant to the Inslee-Doyle program, energy-
intensive, trade-exposed industries that make products like iron, steel, cement, and paper will receive
allowances to cover their increased costs. The number of allowances set aside for this program will equal
15% of the allowances in 2014 and then decrease based on the percent reductions in the carbon emissions
cap. These allowances will phase out after 2025 unless the President decides the program is still needed.

In addition, oil refiners will receive 2% of allowances starting in 2014 and ending in 2026, and merchant
coal producers and electricity producers obligated to supply electricity under long-term contracts will
receive 5% of allowances through 2025. As filed with the Rules Committee, the legislation provides an
additional 0.25% of allowances for small business refiners from 2014 through 2026.

Investments in Clean Energy and Energy Efficiency. States will receive 10% of allowances from 2012
through 2015; 7% of allowances in 2016 and 2017; 6% of allowances from 2018 through 2021; and 5% of
allowances thereafter for investments in renewable energy, energy efficiency, and pollution reducing
transportation projects. Two percent of allowances from 2014 through 2017 and 5% thereafter will be
available to electric utilities to cover the costs of installing and operating carbon capture and sequestration
technologies (from 2014 through 2017, a small portion of these allowances will be used to offset the costs
to the Treasury of the Carbon Storage Research Corporation, which will invest an additional $10 billion in
carbon capture and sequestration technologies). Three percent of allowances from 2012 through 2017 and
1% of allowances from 2018 through 2025 will be available for investments in electric vehicles and other
advanced automobile technology and deployment. One-and-a-half percent of allowances in each year will
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be allocated to support research and development in advanced clean energy and energy efficiency
technologies.

Domestic Adaptation. From 2012 through 2021, 2% of allowances will be allocated to prepare the
United States to adapt to the impacts of climate change. The amount of allowances allocated for domestic
adaptation will increase to 4% from 2022 through 2026 and to 8% thereafter. Half of these allowances
will be used for wildlife and natural resource protection and half for other domestic adaptation purposes,
including public health.

Preventing Tropical Deforestation and International Adaptation. From 2012 through 2025, 5% of
allowances will be allocated to prevent tropical deforestation and build capacity to generate international
deforestation offsets. The a