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     May 16, 2008 
 

To: NJ RGGI Work Group 
via e-mail (rggiadmin@njcleanenergy.com) 

 
Re:  Comments of Consolidated Edison Solutions, Inc. and Consolidated Edison 

Energy, Inc. On Proposals to Mitigate “Leakage” – Docket No EO08030150 
 

In response to the proposals circulated by the Regulatory Assistance Project (“RAP”) and 

Public Service Enterprise Group (“PSEG”) at the April 30, 2008 RGGI Work Group 

meeting, Consolidated Edison Solutions, Inc. (“CES”) and Consolidated Edison Energy, 

Inc. (“CEE”) offer the following comments:  

 

CORPORATE BACKGROUND 

CES is a retail energy provider serving more than 200,000 residential, commercial and 

industrial customers throughout the Mid-Atlantic, Northeast and Texas.  In addition to 

retail energy supply, CES offers its customers a number of energy related services, 

including demand response and energy conservation services, renewable energy and 

other distributed energy products.  CEE is an energy trading company, supplying 

electricity to utilities and competitive retail energy providers in the New York ISO, ISO 

New England, and PJM and is an active participant in New Jersey’s BGS auction process.      

 

GENERAL COMMENTS  

CES and CEE support the Regional Greenhouse Gas Initiative (“RGGI”) and share the 

concern that border states such as New Jersey may experience some “leakage” if, as 

anticipated, the cost of CO2 allowances increases the price of electricity within the RGGI 

region and results in increased electricity imports from non-RGGI states.  However, both 

the PSEG and RAP proposals would create a “downstream” compliance burden on retail 

and wholesale Load Serving Entities (“LSEs”) that CES and CEE believe would conflict 

with the “upstream” regulation that the RGGI allowance program will impose on 

generators within the RGGI states.  Instead of committing to the RAP or PSEG proposals 

or any other “downstream” mitigation plan at this time, New Jersey, along with the other 

RGGI states, should monitor both the level of imports from non-RGGI states, while 

aggressively pursuing energy efficiency programs to reduce electricity usage.  This 
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approach is consistent with the Category-1 recommendations made in the March 2008 

Final Report of the RGGI Emissions Leakage Multi-State Staff Working Group to the 

RGGI Agency Heads (“March 2008 Leakage Report”) and is most prudent given the 

potential for a national GHG program to obviate the concerns of leakage into the RGGI 

states. 

 

THE RAP AND PSEG PROPOSALS WILL INCREASE CUSTOMER COSTS 

AND LIKELY CONFLICT WITH THE DISPATCH OF THE POWER SYSTEM  

Both the RAP and PSEG proposals would impose an additional level of compliance costs 

on both retail and wholesale LSEs and thereby increase costs to consumers.  In the case 

of the RAP proposal, there would likely be incremental costs to ensure that the CO2 

associated with each LSE’s electricity imports had offsetting allowances.  In the case of 

the PSEG proposal, LSEs could offset the CO2 from imports with an additional carbon 

abatement certificate purchased from generators within the RGGI region, with the cleaner 

RGGI generators being awarded the most abatement certificates.  Either way, there would 

be an incremental compliance cost over and above the price of electricity, which would 

already include the cost of CO2 allowances. 

Another concern with the additional “downstream” compliance mechanism is that it 

would likely distort the efficient dispatch of the PJM system as retail and wholesale LSEs 

bilaterally contract for more expensive local generation in order to meet their compliance 

obligations, effectively bypassing the PJM administered markets.  Initially, a sub-optimal 

dispatch would not only increase the cost of running the bulk power system but, in times 

of high load, could also lead to reliability concerns.  

 

IMPORTS ARE NATURAL AND COULD BE “CLEANER” THAN LOCAL 

GENERATION 

The RGGI states have historically been net importers of power, from Canada, 

Pennsylvania and Virginia, and the CO2 allowance budgets were determined based on 

historical plant emissions to meet in-state load net of imports.  Furthermore, the ability of 

additional non-RGGI generation to leak into New Jersey and the other RGGI states is 

limited by the physical transmission limits from Pennsylvania, Virginia and Canada 
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which will remain fairly static for several years1.   Artificial limits on the amount of 

imported power could actually result in greater GHG emissions if it led to the increased 

dispatch of smaller peaking units within the RGGI states that are under the 25 MW 

compliance threshold of the current RGGI rules. 

  

CONCLUSION 

CES and CEE recommend that New Jersey’s efforts to address leakage initially focus on 

measuring actual leakage after RGGI is implemented while promoting the use of energy-

efficiency programs to reduce electricity usage, thereby indirectly addressing leakage 

concerns by reducing the need to import power.  This approach is consistent with the 

Category 1 recommendations identified in March 2008 Leakage Report.  For the reasons 

explained above, CEE and CES do not believe New Jersey should implement either the 

RAP or PSEG proposals, which fall into the Category 2 and Category 3 options evaluated 

in the March 2008 Leakage Report.  That report also concluded that “the policy options 

identified in Categories 2 and 3 – i.e., a carbon procurement adder, carbon procurement 

emissions rate, emissions portfolio standard, and load-based cap – should not be 

prioritized for implementation at this time, absent compelling evidence based on leakage 

monitoring that emissions leakage has become a significant issue.”2 

. 

Respectfully Submitted, 

 
/s/ Stephen Wemple 
Stephen Wemple 
Vice President, Regulatory Affairs 
Consolidated Edison Competitive Shared Services, Inc. 
For Consolidated Edison Solutions, Inc. and Consolidated Edison Energy, Inc. 
701 Westchester Ave. Suite 201 West 
White Plains, NY 10604 
914-993-2149 
                                                 
1 Although PJM has approved several large, high voltage transmission projects that, when completed, will 
increase the import transmission capability into the RGGI states, these projects are not expected to be 
completed before 2011 (for the 500 KV 502 Junction – Mt Storm – Meadowbrook - Loudoun Line), 2012 
(for the 500 KV Susquehanna – Roseland line and for the 765/500 KV Amos – Bedington – Kempton line) 
and 2013 (for the 500 KV Possom Point – Calvert Cliffs – Salem line). See RTEP Construction Status at 
http://www.pjm.com/planning/project-queues/upgrade-projects.html 
2 See pages 41-42 of March 2008 Leakage Report. 
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