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Factors that could affect CO2
prices
 Avallability of technology
— Now vs. future
 Weather and fuel market developments

* Policy design issues (e.qg., offset eligibility
and availability)

e Emission market behavior
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Table: Allowance Price Comparison (2005 $/tC02e)

2015 2020 2025 2030 2035 2040 2045 2050
1) EPA Reference

ADAGE
IGEM
2) 8. 2191
ADAGE $37 48 361 77 398 3125 $159
IGEM 351 565 383 3106 5135 3173 $220
3) 8.2191 w/ Lol Intefhational Action
ADAGE 35 544 556 $72 392 5117 5149
IGEM
4) 5.2191 w!/ Unfimited Offsets
ADAGE
IGEM 315 319 $24 $30 339 50 363
5) 8.2191 w/ No
ADAGE
IGEM 598 5126 3160 3205 $261 $333 $425
6) 8.2191 ConsfainedMuclear & Biomass
ADAGE 549 $63 380 101 129 5164 $208
IGEM e
7) 5.2191 ConsfrainedNuclear & Biomass, and CCS
ADAGE $69 88 3112 $142 5181 $229 $290
IGEM
8) 5.2191 ConsfainecfNuclear & Biomass, and CCS + Beyond Kyoto + Natural Gas Cartel
ADAGE $70 588 5112 $142 5180 5228 $268
IGEM
9) Alternative R =
ADAGE
IGEM
10) 8.2191 Al
ADAGE $28 $36 546 #59 575 $95 121
IGEM $45 557 573 93 5118 3151 $193

EPA Analysis of S. 2191
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Price Cap

« Unlimited additional allowances at specific
celling price

* Provides the price protection, simplicity and
transparency

e Controversial because it raises concerns about
emissions over the cap

e But are concerns about the price cap
mechanism itself, or about the level of the price
cap (or both)?
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Allowance Reserve Auction

« Limited number of additional allowances made available
at a specific price.

 Implemented through a special auction of allowances
borrowed from future years.

e The Initial trigger price is the minimum bid.

« Example: Limit of 500 million additional allowances/year
available at an auction starting at $25/allowance.

3 potential outcomes:

— No sales (e.g., if allowance market price < $25)
— Sales less than the 500 million limit at $25

— Sales at the 500 million limit above $25
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