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Introductions

Ecology staff
e Jihan Grettenberger - Facilitator

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

e Adam Eitmann - Director of
Government Relations

e David Hampton - GHG Emissions
Reporting Engineering Specialist
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Meeting reminders

* Meetings are open to the public and recorded
e Advisory Group members will appear as “Panelists”
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



Agenda - Meeting #4

Background and context: Greenhouse gas
baselines and benchmarking and the CCA

Presentations:

e California Air Resources Board: Industrial Allocation
under Cap-and-Trade

e Colorado Department of Public Health and
Environment: GEMM rule and BAT

e Stockholm Environmental Institute: Issues and options
for greenhouse gas benchmarks

Discussion: Alternatives for benchmarking EITEs

Open discussion: Member topics/questions

Discussion and next steps for Phase 2

Public comment opportunity




-
Greenhouse gas baselines

and benchmarking and
the CCA




Review of greenhouse gas baselines and
benchmarks

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

“...describe alternative methods of emissions performance benchmarking and
mass-based allocation of no cost allowances. At a minimum, the department
must evaluate benchmarks based on both carbon intensity and mass, as well
as the use of best available technology as a method for compliance RCW
/0A.65.110(4)(a)

» Cap-and-Invest Program includes carbon intensity and mass-based
approaches for allowance allocation:

* Also provides opportunity for EITES to use a best available technology
assessment when applying for an adjustment to reduction schedule

* Review to focus on how these policies compare to other jurisdictions
with similar policies or programs


https://app.leg.wa.gov/RCW/default.aspx?cite=70A.65.110
https://app.leg.wa.gov/RCW/default.aspx?cite=70A.65.110

EITE allocation methodology

Two methods for allocating no-cost allowances to EITES:

Carbon- Total

Reduction

Intensity-based

Annual
Production

intensity
baseline

Schedule

EITE allocation

{ Unique to each EITE: ‘ Unique to each EITE: 1
i_remains constant i~ | changes eachyear | { Applied uniformly to EITEs*:

{ changes every 4 years to 2034

Mass-based Reduction

EITE allocation Schedule

* Individual EITEs can apply for upwards
adjustment ahead of next compliance period

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. 9



Reduction schedule
and adjustments

e Reduction schedule: ---

e Techno-economic benchmark k! G0 VL
based on deployment of technology SEEI reduction
or processes to reduce emissions EINESI

_ _ 97% of 7% annual
e Applied uniformly to all EITEs baseline reduction
e Only adjustment (discount factor)

emissions

within EITE allocation formula 94% of 1.8% annual
] baseline reduction
e Different to percentage emissions
reductions to annual program "VECH Not specified in 1.8% annual

budget in WAC 173-446-210 2050 CCA (defaultis  reduction (2035-

94%) 2042) then 2.6%
(2043-2050)

*Reductions from total program baseline
and adjustments as per WAC 173-446-200 10



https://app.leg.wa.gov/WAC/default.aspx?cite=173-446-210
http://app.leg.wa.gov/WAC/default.aspx?cite=173-446-200

Best available technology definition in CCA
RCW 70A.65.010(10)

“means a technology or technologies that will achieve the greatest
reduction in greenhouse gas emissions, taking into account the fuels,
processes, and equipment used by facilities to produce goods of

comparable type, quantity, and quality.

...Best available technology must be technically feasible, commercially
available, economically viable, not create excessive environmental
Impacts, and be compliant with all applicable laws while not changing
the characteristics of the good being manufactured.”

11


https://app.leg.wa.gov/RCW/default.aspx?cite=70A.65&full=true#70A.65.010
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Presentation: California Air Resources Board
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Presentation: Colorado Department of Public
Health and Environment
















































































https://cdphe.colorado.gov/air-pollution/climate-change/greenhouse-gas-emissions-and-energy-management-for-manufacturing-in
https://cdphe.colorado.gov/GEMM-phase-2-rule

Presentation: Stockholm Environmental Institute
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Discussion

Alternatives for benchmarking EITEs in WA and role of
best available technology

16



Discussion questions

1. Are there other policy or technical aspects related to emissions
performance benchmarking that should be considered in Ecology’s
review of greenhouse gas baseline/benchmarking approaches?

2. What factors should be considered when comparing alternative
approaches for greenhouse gas baselines/benchmarks for EITES?

3. Are there any other policy examples, resources or data that Ecology
should use to inform its review of these alternatives approaches?

17
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Open discussion
Questions or topics proposed by members

18
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Discussion and next steps
Work program for Phase 2

Le)



Policy objectives of CCA:
Legislative intent

e Cap-and-Invest Program intended to work
alongside other climate policies to help
Washington achieve its statewide greenhouse
gas emissions limits

e Legislature expressed intent to recognize
special nature of EITEs alongside other policy
objectives in the CCA (RCW 70A.65.005)

e Ecology considering how these policy
objectives can inform the design and review
of alternative approaches to EITE allowance
allocation for 2035-2050



https://app.leg.wa.gov/RCW/default.aspx?cite=70A.65.005

Policy objectives: summary

 Achieve statewide greenhouse gas e Prevent job loss and provide protective

emissions limits measures for workers adversely impacted by

 Avoid leakage and increased life-cycle the clean energy transition

emissions from imports e Pursue significant reductions of emissions and

 Encourage innovation, energy efficiency,

use of lower carbon products by EITEs Discussion Questions

 Promote a growing and sustainable * Are all these policy objectives relevant to EITE
allowance allocation? Are there any missing?

/ low carbon economy

pollutants in overburdened communities

e How does (or doesn’t) the current EITE allocation

* What data or methods could be used to assess polic
e Contribute to a healthy environment objectives/impacts of alternative approaches to EIT

- allocation for 2035-20507
for all communities

Note: other criteria may also be relevant to assessing alternative policy options, such as cost, equity, administrative
complexity, and technical feasibility.

21



Example framework for assessing effectiveness
of policy options

CCA policy objective Potential assessment questions | Potential data or methods for assessment
(examples) (examples)

Achieve statewide greenhouse How does the policy option Modeling of anticipated emissions

gas emissions limits support achievement of reductions from EITEs and other covered
statewide limits? entities

Avoid/minimize leakage and How does the policy option Assessment of leakage risk and how it

increased life-cycle emissions  avoid or minimize leakage and might change over time.

from imports increased life-cycle emissions?  Data on carbon intensity of imports

Pursue significant reductions How does EITE allocation affect Data on relative contribution of EITES to

of emissions and pollutants in  air quality in overburdened air pollution in communities compared to

overburdened communities communities? other sources and how it might change

over time
Ete.

Note: other criteria may also be relevant to assessing alternative policy options, such as cost, equity, administrative
complexity, and technical feasibility.

22



Preliminary Environmental Justice Assessment

e |dentify overburdened communities and Active EITEs as of December 2024
vulnerable populations impacted by greenhouse _--
emissions from EITEs and potential harms and Tribal
benefits reservation

« 28 active EITEs located within or nearby Tribal Overburdened 10 10

) .. communities*
reservations or overburdened communities*

. _ o Major sources of 7 o
 For the 16 overburdened communities identified air pollution

by Ecology as highly impacted by air pollution: Total reported ~ 1.719.821 9,779.988

» 14 active EITE facilities located within/nearby and EITE GHG (MT CO2e) (MT CO2e)
account for ~26% of total reported greenhouse gas emissions 2022
emissions from stationary sources and estimated Note: Total reported emissions from all active EITEs in 2022 was

i 13,010,360 MT CO2e, excludes facilities currently closed/curtailed
mobile sources (see Ecology 2023 Report)

Any comments or questlons on this
*Includes the 16 communities_identified by Ecology as overburdened and highly impacted prellmlnary assessment?
by air pollution and census tracts ranked 9 or 10 in Environmental Health Disparities Map

23


https://apps.ecology.wa.gov/publications/UIPages/documents/2302115.pdf
https://ecology.wa.gov/air-climate/climate-commitment-act/overburdened-communities#ID
https://doh.wa.gov/data-and-statistical-reports/washington-tracking-network-wtn/washington-environmental-health-disparities-map

Ecology's report will focus on:

Best practices for avoiding ‘leakage’ of emissions and economic harm to
businesses

Alternative methods for measuring the emissions generated by EITES per unit of
production (i.e. baseline emissions for EITES)

How to determine the amount of allowances EITEs receive in 2035-2050
Opportunities and barriers for decarbonization of EITEs in Washington

Implications for environmental justice outcomes, including local air quality
impacts, and statewide emissions limits

Potential impacts on Cap-and-Invest revenues

24



EITE IAG: Work Program Phase 1
_Background and context

* Policy Advisory Group purpose and expectations
* Background and context for EITE allocation
* Report to the Legislature on EITE allocation 2035-2050

Meeting 2: Oct. 17th  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

—GHG emission baselines and benchmarks for EITE facilities

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

25



EITE IAG: Work program Phase 2

Key discussion topics

Findings from Ecology’s review of best practice policies for Other topics raised by IAG
avoiding carbon leakage and economic harm to businesses members:

Findings from Ecology review of alternative methods for
developing GHG baselines and benchmarks for EITE facilities

Current and future state of WA
electricity grid | Timelines for

Draft findings from Ecology review of alternative methods for electrification | Permitting as a

allocating no costs allowances to EITEs in 2035-2050

RMI analysis of industrial decarbonization
pathways and investment opportunities

Preliminary environmental justice
assessment of EITE allocation approaches

Ecology’s draft policy recommendations
based on findings of the above reviews

barrier to decarbonization |
Economic and workforce impacts of
leakage/decarbonization

Discussion Question

Are there any other topics that members think
should be part of the work program in Phase 27

26



EITE PAG: Work Program Phase 2

Indicative meeting schedule and topics for 2025

* Review of best practice policies for avoiding carbon leakage
* RMI analysis of decarbonization and investment opportunities

Meeting 2: * Review of alternative methods for greenhouse gas
mid/late April baselines/benchmarks for EITEs
Meeting 3: * Review of alternative methods for EITE allowance allocation for
early/mid June 2035-2050

e Ecology’s draft policy recommendations
* Preliminary environmental justice assessment

27



Questions or comments

* Any other feedback or comments
related to the report or work program
for the advisory group?



Next steps

e This was the final meeting for Phase 1
e Summary notes circulated for feedback

* We expect to reconvene working group in
March 2025 for Phase 2
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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

30


mailto:CCAEITEIndustries@ecy.wa.gov

Public comment opportunity

Guidelines for providing public comment
e Up to two minutes per person

* 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
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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

32
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