- o : :
=== EITE Industries Advisory Group

EEEEEEEEEEEE

ECOLOGY  Meeting 2: October 17, 2024



Introductions

Ecology staff
e Jihan Grettenberger - Facilitator

e Adrian Young - Cap-and-Invest
Industrial Policy Lead

e Andrew Hayes - Cap-and-Invest
Policy Section Manager
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Meeting reminders

* Meetings are open to the public and recorded

e Advisory Group members will appear as “Panelists” in the Zoom
meeting

e Members of the public will appear as “Attendees”

e Attendees may unmute and provide comment in the public comment
portion of the meeting

 Meeting materials and summary notes will be published on the
Advisory Group webpage



https://www.ezview.wa.gov/site/alias__1962/41945/cap-and-invest_eite_industries_advisory_group.aspx

Purpose of EITE Industries p
Advisory Group (IAG)

e Composed of 23 members representing EITE
Industries within Cap-and-Invest Program

* Provide input on a report to
the Legislature related to the allocation of no-
cost allowances to EITEs from 2035 to 2050.

e Ecology will use input to inform its report to
the legislature, in tandem with input from
other interested parties.

e Further information available on Ecology’s
website.



https://ecology.wa.gov/Air-Climate/Climate-Commitment-Act/Cap-and-invest/Emissions-Intensive-Trade-Exposed-industries
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Timeline: report and advisory groups
O @ .
Phase 1.: Phase 2: Phase 3:

Aug-Dec 2024 Mar-Aug 2025 Sep-Nov 2025

Collect information, discuss Discuss and assess policy and Ecology prepares final
technical issues, and identify technical considerations report for legislature
factors affecting EITE Report submitted to

Discuss draft policy
recommendations for EITE
allocation 2035-2050

allocation & decarbonization

EITE Industries AG

' EITE Industry & Facility perspective |

Other engagement opportunities: Tribes, EJ Council, overburdened communities

EITE Industries AG

legislative committees



EITE IAG: Work Program Phase 1
_Theory and practice of carbon leakage policies

* How EITE allocation in WA (and other jurisdictions) works
* Global approaches for preventing leakage within carbon pricing policies
* |ssues and limitations of carbon leakage policies

Meeting 3: Nov. 14th  Decarbonization challenges and opportunities for EITEs in WA

* Decarbonization options and pathways for EITE industries in WA
* Policies and programs to enable industrial decarbonization
* Key constraints and opportunities for decarbonization of EITEs in WA

Meeting 4: Dec. 19th™ Greenhouse gas emission baselines and benchmarks for EITE facilities

* How greenhouse gas baselines are determined in WA and comparisons with other jurisdictions
* Approaches for establishing greenhouse gas emission benchmarks for industrial/EITE facilities
* Role of best available technology analysis in determining greenhouse gas emission benchmarks



Agenda - Meeting #2

e Background and context: leakage and the CCA

e Presentations:

* |nternational Carbon Action Partnership: Global
approaches to addressing leakage

* Resources for the Future: Leakage risk in US carbon
markets

e Clear Blue Markets: Financial incentives for EITEs
e High Peak Strategy: WA manufacturing competitiveness

e Discussion: leakage risk for EITEs in WA
 Wrap up and next steps
e Public comment opportunity
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Leakage and EITEs



Legislative intent regarding leakage in CCA

RCW 70A.65.005(06)

o “...create climate policy that recognizes the special nature of emissions-
intensive, trade-exposed industries by minimizing leakage and increased life-
cycle emissions associated with product imports.”

o “..climate policies must be appropriately designed, in order to avoid leakage
that results in net increases in global greenhouse gas emissions and
iIncreased negative impacts to those communities most impacted by
environmental harms from climate change...”

RCW 70A.65.070(5)

e “..promote a growing and sustainable economy and to avoid leakage of
emissions from manufacturing to other jurisdictions.”



https://app.leg.wa.gov/RCW/default.aspx?cite=70A.65&full=true#70A.65.005
https://app.leg.wa.gov/RCW/default.aspx?cite=70A.65.070

Leakage definition in CCA

RCW 70A.65.010(43)

"Leakage" means a reduction in emissions
of greenhouse gases within the state that is
offset by a directly attributable increase in
greenhouse gas emissions outside the state
and outside the geography of another
jurisdiction with a linkage agreement with

Washington.



https://app.leg.wa.gov/RCW/default.aspx?cite=70A.65.010
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Review of best practices for o ECoLocY
avoiding leakage

e CCA requires that Ecology’s report to the legislature:

“...must include a review of global best practices in ensuring
against emissions leakage and economic harm to businesses
in carbon pricing programs...” RCW 70A.65.110(4)(a)

o ‘Leakage’ defined in CCA and widely used concept

e ‘Economic harm’ not defined or widely used
o ‘competitiveness” is conventional approach

— Maintaining competitiveness of EITES in the face of
domestic and/or international competition from businesses
not subject to comparable carbon pricing policies
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https://app.leg.wa.gov/RCW/default.aspx?cite=70A.65.110

CCA and leakage risk

e L egislature designated certain industrial activities as EITE in CCA

e Ecology established objective criteria for determining ‘emissions
Intensity’ and ‘trade-exposure’ in WAC 17/3-446A

* Proxies for measuring leakage risk
 Only applicable to industrial activities not listed in CCA
e Ecology only required to consider leakage risk when making
determinations on:
e Petitions for EITE designation under WAC 173-446A
 Requests for adjustment to reduction schedule for individual EITES
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https://app.leg.wa.gov/WAC/default.aspx?cite=173-446A&full=true
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WAC 173-446A and leakage risk

e Rule established criteria for determining ‘emissions intensity’ (El) and
‘trade exposure’ (TE) of WA manufacturers based on NAICS code data

e El and TE are considered proxies for assessing leakage risk (not explicitly
stated in Rule or CCA)

Definition ‘emissions-intensive’ Definition ‘trade-exposed’
A manufacturing facility with average A facility with a NAICS code with ‘trade
‘emission intensity’ >25,000 MT share’ greater than or equal to 15%

- i’ Trade share =

' Emissions intensity = |
avg. annual onsite

greenhouse emissions

Avg. Imports + Avg. Exports

Avg. Shipments + Avg. Imports

e e e e e e e e e e e e e e e e e e e e e e e =
e e e e e e e e e e e e e -
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EITE allocation methodology

Two methods for allocating no cost allowances to EITEs

Carbon- Total
Intensity-based Reduction

intensit Annual
EITE allocation ! ¥ . Schedule
baseline Production

Mass-based Reduction
EITE allocation Schedule

Note: ‘Carbon-intensity baseline’ based on EITE facility’s average covered emissions and production during 2015-2019 while
‘Mass-based baseline’ based on EITE facility’s average covered emissions during 2015-2019. Some exceptions may apply.
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Reduction schedule and adjustments

100% of allocation
baseline (carbon-
intensity or mass-

based)
97% of allocation

baseline

e Reduction schedule not defined in CCA:

e Language implies intent is to reflect the
technological and economic feasibility of EITEs
achieving emission reductions

e Benchmark applied uniformly across all EITEs

e EITEs can request upwards adjustment
ahead of next compliance period as per
WAC 173-446-220(2)(d)(ii):

 Must meet rule criteria: techno-economic
assessment + qualifying conditions (could
include a significant change in leakage risk)

94% of allocation
baseline
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https://app.leg.wa.gov/WAC/default.aspx?cite=173-446-220

——

Questions?
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Presentation: ICAP



Presentation: Resources for the Future







































Presentation: Clear Blue Markets























mailto:jgrobo@clearbluemarkets.com
mailto:cmcelhone@clearbluemarkets.com

Presentation: High Peak Strategy
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Discussion

Leakage risk considerations for EITEs in Washington
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Discussion

1. How does leakage risk and competitiveness issues arise in WA and
how should it be measured?

2. What can WA learn from international best practices for avoiding
carbon leakage and maintaining competitiveness of EITES?

3. How should leakage risk inform EITE allocation from 2035-20507

4. Should changes in national and international competition and/or
carbon pricing policies be addressed in EITE allocation?

5. What other issues or information regarding leakage or
competitiveness should be considered in our report?
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Update

e Membership of the EITE Policy Advisory Group has
been confirmed and can be viewed on the group’s
webpage. Currently 9 members.

e EITE representation on the Policy Advisory Group:

e Two delegates from EITE Industries Advisory Group can
attend each meeting

* Delegates can change each meeting based on
availability or focus of meeting

e Provide EITE perspective in the Policy Advisory Group
when applicable



https://www.ezview.wa.gov/site/alias__1962/41944/cap-and-invest_eite_policy_advisory_group.aspx
https://www.ezview.wa.gov/site/alias__1962/41944/cap-and-invest_eite_policy_advisory_group.aspx

Next steps

Meeting #3: Nov, 14, 9 a.m.-12:00 p.m. PST.

e Topic: Decarbonization challenges and
opportunities for EITEs in WA

* Presentations include Rocky Mountain Institute
and Energy Innovation

e EITE Policy Advisory Group meetings:
1. Nov. 13
2. Dec. 12
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Thank you!

If you have additional questions or
comments, please send them to:

Adrian Young
Cap-and-Invest Industrial Policy Lead
CCAEITEIndustries@ecy.wa.gov
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mailto:CCAEITEIndustries@ecy.wa.gov

Public comment opportunity

Guidelines for providing public comment
e Up to two minutes per person
e Host will unmute you and begin timer

e Please keep the comments related to EITEs and
the report to the Legislature

e Ecology will not respond to comments in this
meeting

e To submit written comments, use our digital
comment platform

e Please use “raise hand” button to indicate that
you wish to provide a comment



https://ecology.commentinput.com/?id=rapTtFh6V
https://ecology.commentinput.com/?id=rapTtFh6V

hn DEPARTMENT OF
wmead ECOLOGY

State of Washington

Thank you!

If you have additional questions or
comments, please send them to:

Adrian Young
Cap-and-Invest Industrial Policy Lead
CCAEITEIndustries@ecy.wa.gov
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