
1 
 

UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 
) 

Carbon Pricing in Organized Wholesale       )                            Docket No. AD20-14-000 
Energy Markets                                             ) 
 

REPLY COMMENTS OF THE ELECTRIC POWER SUPPLY ASSOCIATION  

 
The Electric Power Supply Association (“EPSA”)1 respectfully submits these 

reply comments in response to the Notice of Proposed Policy Statement (“NPPS”) 

issued on October 15, 2020, by the Federal Energy Regulatory Commission (“FERC” or 

“Commission”) in the above-referenced docket. EPSA commends the Commission for 

continuing the dialogue on this critical issue and offers additional information to 

supplement the record in the docket as discussed in more detail below.   

I. COMMENTS  

In its initial comments, Public Interest Organizations (“PIOs”) express concern 

that any evaluation of a carbon price relative to another state policy tool is strictly 

outside FERC’s realm of responsibility, adding “FERC may only distinguish state 

policies to the extent that they have distinguishable effects on wholesale rates, and may 

not attempt to otherwise evaluate the merits of state policy decisions.”2 Policies aimed 

at meeting environmental goals in the power sector necessarily—via a tax imposed or a 

 
1  EPSA is the national trade association representing competitive power suppliers in the U.S. 
EPSA members provide reliable and competitively priced electricity from environmentally responsible 
facilities using a diverse mix of fuels and technologies. EPSA seeks to bring the benefits of competition to 
all power customers. This pleading represents the position of EPSA as an organization, but not 
necessarily the views of any particular member with respect to any issue.   
2  Comments of the Public Interest Organizations at 2. 
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subsidy conferred—directly affect wholesale rates. As PIOs note, if the policy “did not 

support operation or development of desired resources, it would serve no purpose.”3 

While we agree with PIOs—and others—that FERC is not an environmental regulator, 

to simply ignore the benefits and costs of one policy relative to those of another, when 

those policies necessarily affect the wholesale rate, would be an abdication of 

responsibility.  

It is not up to the Commission to decide which policy tool a state should utilize to 

meet environmental objectives. Rather, the NPPS and FERC’s jurisdiction extends to 

Independent System Operators (ISOs) and Regional Transmission Organizations 

(RTOs) as public utilities, which would enable the RTO or ISO to facilitate a state-

determined carbon pricing policy. While EPSA believes the best approach to addressing 

environmental objectives is both national and economy-wide, we recognize that absent 

federal legislation to do so, states will likely be the primary implementer of 

environmental policy.4 In the Proposed Policy Statement, the Commission made 

extensively clear that any carbon price should be “state-determined” even if 

 
3  Id. at 9.  
4  There is a “mountain of evidence” pointing to CO2 pricing as the most efficient tool. See e.g., Matt 
Butner et al., “Carbon Pricing in Wholesale Electricity Markets,” Institute for Policy Integrity, New York 
University, March 2020; 
https://policyintegrity.org/files/publications/Carbon_Pricing_in_Wholesale_Electricity_Markets_Report.pdf;  

Robert N. Stavins, Todd Schatzki and Rebecca Scott, “Transitioning to Long-Run Effective and 
Efficient Climate Policies,” Resources for the Future, April 2019, https://media.rff.org/documents/WP_19- 
10_Stavis_Schatzki_Scott.pdf;  

Sue Tierney and Paul Hibbard, The Analysis Group, “Clean Energy in New York State: The Role 
and Economic Impacts of a Carbon Price in NYISO’s Wholesale Electricity Markets,” October 3, 2019, 
https://www.analysisgroup.com/globalassets/uploadedfiles/content/news_and_events/news/2019- 
analysis-group-nyiso-final-report.pdf;  

Navigant Consulting, Inc., “Price Signals and Greenhouse Gas Reduction in the Electricity 
Sector,” prepared for the COMPETE Coalition, 2009. 
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implemented in the regional wholesale market.5 In no way did the Commission attempt 

to assert jurisdiction to impose a carbon price or imply a judgement as to the merits of a 

particular policy; rather, FERC encouraged states to consider carbon pricing as a policy 

tool. In initial comments, states,6consumer advocates,7 and others,8 acknowledge and 

appreciate the Commission’s stance that states would continue to play a key role in 

developing environmental policy. However, environmental policies even at the state 

level have become so intertwined with FERC-jurisdictional markets, the Commission 

continues to find itself in the position of balancing the need to ensure just and 

reasonable rates without determining or discussing the merits of environmental policy.  

It is possible and necessary for FERC to evaluate the “distinguishable effects on 

wholesale rates” of a policy without evaluating the merits of that policy. FERC has long 

promoted competition as the most efficient tool to achieve just and reasonable rates in 

wholesale power markets. By encouraging states to consider carbon pricing as a tool 

within their regional wholesale market to meet environmental goals, the NPPS is entirely 

consistent with FERC’s commitment to competition and market-based polices. Likewise, 

the societal benefits, including costs to consumers and impact on wholesale rates, vary 

dramatically across different policy tools. Setting aside the merits of certain policies, 

targeted and restrictive approaches are consistently more costly than technology-

 
5  As noted in comments by LS Power, states that are members of the Regional Greenhouse Gas 
Initiative retain the responsibility for determining the policy, but the price of emissions is established by an 
open and non-discriminatory competitive auction process. This is consistent with a “state-determined” 
approach. See Comments of LS Power Development, LLC at 2.  
6  Comments of the Attorneys General of Massachusetts, California, Delaware, Maryland, Michigan, 
Minnesota, New Mexico, Pennsylvania, Rhode Island, Wisconsin, and the District of Columbia at 3-4. 
7 Comments of the Joint Consumer Advocates at 2-3.  
8  See Comments of the New England Power Pool Participants Committee, Comments of PJM 
Interconnection, L.L.C., Comments of the New York Independent System Operator.  
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neutral, market-based policies.9 To date, FERC has determined that out-of-market 

subsidies—a one-off and targeted approach—have caused negative distortions in 

wholesale markets. It is not unreasonable to assume that a more market-based 

approach, rooted in competitive principles, could achieve the stated environmental 

goals in a just and reasonable manner which could be approved by the Commission.  

As such, a crucial next step for the Commission could be to develop a framework 

to evaluate the costs and benefits of a carbon price proposal on wholesale rates. As R 

Street Institute suggests, it may be appropriate for the Commission to require a “net 

benefits” analysis of an ISO or RTO carbon price proposal relative to other policy tools 

considered or already in place in order to demonstrate that the costs of various policies 

were thoroughly evaluated by stakeholders.10 Two recent studies performed by Energy 

and Environmental Economics in both PJM and ISO New England provide good 

examples of these analyses.11 Additionally, the Commission could consider establishing 

principles or objectives to guide the development and evaluation of carbon pricing 

proposals similar to those utilized in the price formation efforts.12 Regardless of 

approach, it is critical that the Commission—and all stakeholders—evaluate the 

benefits, costs, and ultimately impacts on wholesale rates of carbon pricing relative to 

 
9  And while FERC is not an environmental regulator, those restrictive policies offer significantly less 
environmental benefits than technology-neutral, market-based ones. As demonstrated by a recent report 
evaluating state policies in PJM, Energy and Environmental Economics found a regional carbon price of 
$10/ton would reduce emissions by over 80 MMT per year, double the amount of emissions reductions 
under a business-as-usual approach that includes all existing subsidies and policies, for $2.6 billion per 
year less than the current polices.  
10  Comments of the R Street Institute at 3. 
11  See Least Cost Carbon Reduction Policies in PJM, available at: https://www.ethree.com/least-
cost-carbon-reduction-in-pjm/; Net-Zero New England: Ensuring Electric Reliability in a Low-Carbon 
Future, available at: https://www.ethree.com/wp-content/uploads/2020/11/E3-EFI_Report-New-England-
Reliability-Under-Deep-Decarbonization_Full-Report_11-17-2020_Release.pdf  
12  Comments of Vistra Corp. at 10, Comments of Calpine Corporation at 8. 

https://www.ethree.com/least-cost-carbon-reduction-in-pjm/
https://www.ethree.com/least-cost-carbon-reduction-in-pjm/
https://www.ethree.com/wp-content/uploads/2020/11/E3-EFI_Report-New-England-Reliability-Under-Deep-Decarbonization_Full-Report_11-17-2020_Release.pdf
https://www.ethree.com/wp-content/uploads/2020/11/E3-EFI_Report-New-England-Reliability-Under-Deep-Decarbonization_Full-Report_11-17-2020_Release.pdf
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other policies. Finally, we agree with numerous commenters that the Commission 

should recognize and embrace regional differences that could ultimately lead to different 

proposals in different regions.  

II. Conclusion 

As signatories to the initial petition urging FERC to consider a technical 

conference on carbon pricing, we applaud the Commission’s continued engagement on 

the issue. We look forward to working with all stakeholders on any next steps.  

 

Respectfully submitted, 
N. Bagot 
______________________________ 
Nancy Bagot 
Senior Vice President 
Brian George 
Director, Strategic Policy & Government Affairs 
Electric Power Supply Association 
1401 New York Avenue, NW, Suite 950 
Washington, DC 20005 
(202) 628-8200 
NancyB@epsa.org 

 

Dated:    December 1, 2020. 


