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Before Putting Pen to Paper

What are the objectives 

for the 111(d) plan?

Cost effective
Maintain reliability

Flexibility for regulated entities
Achieve the environmental goal

Regulatory certainty 

(for regulated entities and economic regulators)
Simplicity and ease of implementation

Limit federal involvement in state energy decisions
Maintain fuel diversity

Recognize unique state circumstances
Capture reductions from all activities

Preserve the option to connect to other states
Consistency with electricity system



Before Putting Pen to Paper

Make Threshold Decisions

Rate- or mass-based approach?

What entities are to be regulated?

How much flexibility?

Trading or no trading?

Allow power plant owners to access

lower cost reductions in other states?

Cover new sources?

“Self-correcting?”
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Making an Individual State Plan 

“Trading Ready”

The Idea:

Power plant owners can use 

(mass-based) tons or (rate-based) 

credits from other states without the 

states filing a joint plan, and without 

the need for (much) coordination 

between the states.
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How?

By making the plans compatible—

to both EPA and the other states.



Minimum Compatibility 

Requirements

EPA establishes a few basic rules.  
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Plant owner in a state that meets the 

minimum compatibility requirements 

has the option use tons or credits 

from another state that also meets 

the requirements.

Each state also decides which 

other states have compatible 

programs, and allows tons or 

credits to come from those states.   
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What makes mass-based 

state plans compatible?
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EPA-approved budget is firm.

Every affected unit has to cover every 

ton of emissions with an allowance.

Nothing about the program would allow 

the “printing” of additional tons or lifts the 

requirement to cover emissions with tons. 

Tracking system has integrity.



A Compatible Mass-based Plan

Step 1.  Establish mass budget 
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Step 2. Decide utility level or plant level

Step 3. Allocate shares of budget

Steps 4, 5 & 6. Rulemaking language, 

tracking system & emissions reporting

Step 7. Finalize rulemaking & administer

To administer:  administer tracking 

system, undertake compliance 

assessments, & enforce 



Could this work for 

rate-based trading?
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Perhaps. Depends on what EPA does.

EPA would have to drop the requirement 

that states average their goals together.

EPA—and states—would have to decide 

that credits are the “same” even though 

they come from states with different rates, 

and different crediting reqts.

Tracking system has integrity.


